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SEVEN-YEAR REVIEW
for the year ended 30 June 2017

Five-
year

CAGR* 2017 2016 2015 2014 2013 2012 2011

Profitability

Revenue (R’000) 6%  2 479 418  2 489 791  2 150 764  2 216 659  1 944 541  1 565 294  1 256 330 

Gross profit (R’000) 9%  594 412  548 114  517 305  526 950  425 120  307 152  234 831 

Gross profit % 24,0% 22,0% 24,1% 23,8% 21,9% 19,6% 18,7%

Operating profit (R’000) 7%  214 455  222 214  196 411  189 890  161 537  136 287  110 245 

Operating profit % 8,6% 8,9% 9,1% 8,6% 8,3% 8,7% 8,8%

Profit after tax (R’000) 9%  171 466  160 171  146 354  136 360  120 242  104 666  88 678 

Profit attributable to shareholders (R’000) 10%  146 592  135 577  121 505  110 277  99 755  85 311  72 016 

Headline earnings per share (cents) 10% 61,89 59,74 51,71 46,91  41,52 34,25  30,64 

Solvency and liquidity

Net asset value (R’000) 8%  898 940  825 188  757 897  696 924  648 674  570 186  527 327 

Net tangible asset value per share (cents) 10%  353,90  321,96 292,82 264,73  244,76 213,66  223,20 

Solvency ratio (total assets: total liabilities) 3,4 3,2 3,5 3,1 3,1 3,2 4,9

Current ratio (current assets:current liabilities) 2,9  3,5  3,8  3,2 3,1 3,5  4,5 

Net working capital as a % of revenue (%) 23% 22% 23% 20% 19% 21%** 18%

Inventory days (based on cost of sales) 91 83 87 85 82 69**  61 

Receivable days (based on revenue) 61 63 60 56 51 57**  49 

Payable days (based on cost of sales) 61 59 56 61 58 49**  42 

Cash flow

Cash generated by operating activities (R’000)  207 021  167 919  166 876  143 655  197 156  95 191  104 889 

Net cash on hand at year-end (R’000)  306 642  243 269  226 780  197 583  202 753  179 370  265 534 

Shareholder returns

Return on average shareholders’ funds 17,0% 17,1% 16,7% 16,4% 16,4% 14,5% 13,9%

Operations

Number of staff at year-end 947 917 944 849 793 676  457 

Number of branches at year-end – Electrical 21 20 18 18 19 15  15 

Dividends and distributions***

Dividend cover (times) 2,5 2,5 2,6 2,3 2,6 2,5 2,5

Dividends (cents per share) 11% 25,0 23,1 20,1 20,1 16,2 13,7 12,3

Special dividends (cents per share)  10,0  10,0  10,0  10,0 10,0  –   –  

Share performance

Number of ordinary shares in issue (‘000)  235 000  235 000  235 000  235 000  235 000  235 000  235 000 

Market capitalisation at year-end (R’000) 8%  1 480 500  1 292 500  1 410 000  1 576 850  1 092 750  916 500  813 100 

Share price:

  High (cents) 680 605 785 725 615 475  390 

  Low (cents) 470 450 575 450 380 270  225 

  Close (cents at 30 June) 8% 630 550 600 671 465 390  346 

* Five-year compound annual growth rate.
** Eurolux’s revenue and/or cost of sales for the six months ended 30 June 2012 have been annualised to enhance comparability.
*** (Adjusted)/declared after year-end from profits for this year.
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DIVISIONAL REVIEWS

Over 

20 000
products

Over 

6 000
customers

21 branches 
(four new ARB Connect branches)  
in nine provinces

86 000m²
of warehousing, yard  
and sales offices
(15 branch properties owned by ARB Holdings) – 650 employees

ELECTRICAL WAREHOUSE HIGHLIGHTS

ELECTRICAL
DIVISION

Revenue (R’000)
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Level

 2 B-BBEE
Fleet of 

149 vehicles

Corporate social  
spend totalling 

R1 534 941
70
completed 
learnerships

Jason Burke
Sales Director

Blayne Burke
Chief Executive Officer

Shannon Bester
Financial Director
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OVERVIEW
The Electrical Division’s results continue to reflect the challenging, 

low growth environment with muted levels of infrastructure spend 

and subdued performance of the mining and manufacturing 

sectors. These factors, together with a deterioration in the credit 

environment, have made for a tough year.

Costs have been a key focus for management over the course of 

the last year, with core operational costs growing by single digits.  

This excludes the new ARB Connect branches costs, which were 

fully included in these results. Internal and external training 

costs grew significantly, along with depreciation and occupancy 

costs related to the new branches. 

Working capital management remains a major focus, given the 

current credit environment, which deteriorated further in this 

period. Strong growth in cash sales underpins the ARB Connect 

strategy and has assisted in this regard. Stocking efficiencies 

have improved. 

Existing branches made some revenue gains while there was a 

good revenue contribution from the new ARB Connect branches. 

The low levels of project activity contributed to margin pressure 

in the electrical cables business, as all participants continue to 

compete for market share. A resurgence of Eskom spend has 

been positive for the overhead line department, which focuses on 

the supply of materials used in the electrification of households 

and the distribution of power. Significant gains were made in the 

low voltage market, which was further enhanced by the new ARB 

Connect branches, allowing for improved penetration into the 

small to medium size contractors market in Johannesburg, 

Pretoria and Cape Town. This was bolstered by a new store 

opening in Pinetown in Durban during August 2016. 

Additional locations are being evaluated for more ARB Connect 

branches to further grow the presence of our outlets in more 

conveniently located areas where the small to medium sized 

contractors can purchase a wide range of products at competitive 

prices. Vacant land was acquired by the holding company 

subsequent to the financial year-end to develop a facility to 

relocate the Alrode branch. It is not anticipated that this facility 

will be completed prior to the first quarter of the 2019 

financial year.

Management looks forward to the opportunity of building on the 

foundations created in 2017 to improve on the results in the new 

2018 financial period.

DIVISIONAL REVIEWS (continued)
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Danie Esterhuizen of CED (2nd from the left) receiving the “rising star” award at Chints International Award Ceremony in Thailand.
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LIGHTING 
DIVISION

Revenue (R’000)
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DIVISIONAL REVIEWS (continued)

Range reviews 
done with major chain 
customers

Pleasing growth in

Crabtree 
joint venture

4 132 
delivery addresses

2 356 
customers invoice accounts

EUROLUX HIGHLIGHTS
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Steve Palframan
Director

Peter Willig 
Chief Executive Officer

Shaun Bouchier
Marketing/Sales Director

338 valid LOAs
(“Letter of Authority”)  
(to import)

6 500 SKUs
(“Stock Keeping Units”)

16 700m2

Two distribution centres
R61,6m
of brand management spend
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SUCCESSES FOR THE YEAR
The marketing highlight of the year was the opening of the new 

Euro Nouveau showroom, which houses the ultra-premium 

product range of lighting sourced exclusively from Europe.  

The launch was attended by top clients, architects, interior 

designers and invited guests. The concept was well-received by 

all who attended.

The joint venture with Crabtree has shown great growth, with 

increased penetration into the major retailers in terms of both 

turnover and product range. 

The project business has also had many successes, having been 

involved in projects around the country. Eurolux lighting designs and 

products are now used extensively in projects locally and in Africa. 

A major success was being awarded the tender for the upgrading 

of the stadium lighting at Boland Park, the cricket stadium in 

Paarl. This will ensure that the stadium will remain one of the 

premier playing venues in South Africa, especially for the  

day/night format games. Lux levels of over 2 500 lux are being 

achieved on the wicket, which will result in world-class 

batting conditions.

MARKET OVERVIEW
The macro-economic conditions for the year were difficult and 
characterised by a stagnating economy. The country entered a 
technical recession in the second quarter of the 2017 calendar 
year. Low business confidence and political instability also had a 
negative effect on investment. The retail sector battled with 
negative real growth. This was coupled with a strengthening 
Rand, which meant passing on price decreases that in turn 
further exacerbated the decline in turnover. The expectation is 
that this will continue for the foreseeable future, with no respite 
predicted in the next financial year.

STRATEGIES
To negate the decline in retail sales, it was necessary to develop 
alternative strategies and invest in them. 

Euro Nouveau was successfully launched and is now contributing 
to the growth of the division. 

The continued growth and market penetration of the Crabtree 
range of products into the retail market sector has also assisted 
with market share growth. 

Range reviews were done with the major retail chains as well as 

store designs to complement the new ranges. The benefits of 

these two initiatives will be seen in the new financial year.  

DIVISIONAL REVIEWS (continued)

New product ranges were also investigated and strategies and 

action plans put in place to ensure that they would contribute to 

increased sales in the short term. The new initiatives required 

increased working space and an additional 3 650m2 of space was 

sourced adjacent to the Johannesburg distribution centre.

The division expects to realise substantial sales from these new 

initiatives in the new financial year.

OPERATIONAL AND FINANCIAL OVERVIEW
The division grew revenue slightly from R507m to R511m for the 

period under review. Operating profit of R58m is slightly below 

the R60m achieved in the prior year. This was after an increased 

stock provision of R3m to account for slow moving stock.

A focus on efficiency and working capital management resulted 

in a reduction in debtors’ days outstanding and stock on hand, 

which resulted in a significant overall decrease in working capital 

compared to the prior year. When expressed as a percentage of 

revenue, working capital utilised decreased from 46% in the prior 

year to 40% in the current year. This trend is expected to continue 

and to decrease the interest payable in the new financial year. 

This saving will increase as the interest rates decrease during 

the coming year.

The key to success in the past year has been the strategy of 

aggressively targeting and growing market share in the industry. 

This will need to continue into the new financial year. Focus on 

efficiency is also paramount, with work already under way to 

ensure that all product movements are monitored via scanning 

instead of manually. The automation via IT innovation of  

many manual processes is also under way, leading to a more 

efficient approach.

OUTLOOK
No major changes are predicted for the economic outlook, with 

tough trading conditions set to continue. The focus for the 

division will be to aggressively grow market share whilst 

introducing new products into the markets in which it operates, 

thus adding value to customers. New and existing projects will 

also continue to drive revenue, although sustainable major 

organic turnover growth is not anticipated until the economic 

climate improves. The drive for efficiency in terms of operational 

and financial objectives will remain in place, and investment in 

new initiatives and looking for opportunities to add value to both 

existing and new customers will be an ongoing priority.
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Figures in R000’s 2017 2016

Revenue  2 479 418  2 489 791 

Other income  9 848  6 231 

Less: Cost of products sold  (2 057 327)  (2 057 949) 

Value created  431 939  438 073 

Income from investments  21 665  11 911 

Total wealth created  453 603  449 984 

Wealth distributed  

Employees  

 � Salaries, wages and benefits  206 529  202 450 

Providers of capital  

 � Dividends to shareholders  93 385  86 335 

GOVERNMENT  

 � Taxation and levies  65 947  67 092 

Retained in the Group  87 742  94 107 

 � Reserves  73 752  81 785 

 � Deferred taxation  162  805 

 � Depreciation and amortisation  13 828  11 517 

 453 603  449 984 

VALUE ADDED REPORT
for the year ended 30 June 2017

45%

21%

19%

15%

GovernmentEmployees

Providers of capital Retained in Group

Distribution of wealth 2017 Distribution of wealth 2016

45%

19%

21%

15%

GovernmentEmployees

Providers of capital Retained in Group
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SUSTAINABILITY REPORT

At ARB we acknowledge the importance of prioritising social and 

environmental awareness practices, together with the strong 

focus on financial results, and we are committed to sustainable 

transformation as a business imperative to ensure that we make 

a positive contribution to the South African economy; our 

stakeholders; the environment and the communities within 

which we operate.

We broadly define stakeholders as employees; shareholders; 

customers; suppliers; business partners; the government and 

the communities within which we operate. A report detailing 

stakeholder engagement can be found on page 33 of this 

Integrated Report.

ECONOMIC
On the previous page (page 27 of this Integrated Report), we have 

included a wealth distribution breakdown detailing the economic 

value generated and distributed by ARB during the 2017 financial 

year. The Group continues to pay 45% of the wealth generated to 

staff by way of salaries and incentives, 21% providers of capital, 

15% government and the balance of the wealth generated was 

retained in the Group to fund future growth opportunities.

ARB’s cash flow requirements to run its operations and pay for 

capital expenditure are funded internally from cash generated by 

its operations. ARB has not received any financial assistance 

from the government.

ENVIRONMENT
ARB is committed to ensuring that we take preventative measures 

to protect the environment. A dedicated member of operational 

management at each of the Group’s operations is responsible for 

the waste and environmental management at his/her respective 

operation. None of ARB’s operations have a harmful effect on the 

environment and no habitats need to be protected or restored as 

a result of our operations. 

At this stage, we do not measure our use of water, energy or our 

carbon footprint as we believe that none of the ARB divisions nor 

their respective subsidiaries is a large user of these, nor has a 

major effect on the environment. We will, however, review this on 

an annual basis and should the circumstances change, the 

necessary processes will be implemented.

In the Lighting Division, recycling of all hydrocarbons and the 

removal of dangerous substance wastes (e.g. fluorescent tubes) 

is undertaken by a registered waste management company, 

Interwaste. Since 2009, Eurolux has been part of a lighting 

industry body which, in conjunction with Eskom and the 

Department of Environmental Affairs, is investigating various 

alternatives for the safe and environmentally friendly disposal 

and recycling of fluorescent and high-intensity discharge lamps 

which contain mercury.

Until the above initiative is formalised, Eurolux has, over the past 

number of years, offered a free service to its customers, who  

are able to drop off all used lamps at Eurolux’s premises.  

These lamps are then safely crushed and deposited into  

custom-manufactured recycling drums that are collected by 

Interwaste and delivered to the Holfontein Hazardous Waste 

Plant near Springs, Gauteng.

LABOUR PRACTICES AND DECENT  
WORKING CONDITIONS
Employees ensure that ARB remains competitive, its service 

levels remain high and its business is conducted in an ethical and 

ultimately, profitable manner. Our commitment to our employees 

spans a variety of sustainability issues including employment 

equity; health and safety; basic human rights; HIV/AIDS and 

skills development, each of which is discussed below. We are 

further guided by prevailing legislation including the Basic 

Conditions of Employment Act; the Labour Relations Act; the 

Skills Development Act; the Occupational Health and Safety Act 

and the Employment Equity Act.

During the course of the year, no incidents of human rights 

violations were reported. Neither ARB nor any of its subsidiaries 

make or made use of child labour. To the best of our knowledge, 

neither did any of our suppliers.

As at 30 June 2017, there were 938 full-time employees (2016: 917) 

across all Group companies.
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EMPLOYMENT EQUITY
ARB’s recruitment policies are codified in accordance with the 

Employment Equity Act to attract the necessary competencies 

while creating equal employment opportunities. Our policies are 

geared towards attracting, retaining and promoting our staff 

through career development and succession planning at all 

levels. To support these objectives, innovative recruitment 

strategies are used including psychometric testing and pre-

employment assessments, where appropriate.

SKILLS DEVELOPMENT
ARB recognises the value of fostering an inspiring environment 

to ensure that each staff member is given the opportunity to 

achieve his/her maximum potential. An ongoing career promotion 

programme ensures that each staff member is afforded an  

equal opportunity to grow through business administration, 

management and commercial courses funded by the Group.

The Group has a minor child bursary scheme open to all 

employees. The programme is specifically targeted at the long 

serving, lower earning employees for both basic and higher 

(tertiary) education. The bursary is paid directly to the educational 

institution concerned and covers a maximum of two children per 

employee. During 2017 there were 106 beneficiaries from this 

scheme, pleasingly up on the 59 of last year. 

In addition, ARB provides study loans to qualifying employees to 

further their education. Where these studies are in the employee’s 

field of employment, the loan (up to maximum amounts 

determined by the Board) are amortised over an agreed period of 

post qualification employment.

We are not only committed to the ongoing training of employees, 

but to life skills teaching as well. To date, ARB has held training 

in the following areas: basic computer skills, primary healthcare, 

HIV/AIDS awareness and life orientation.

Employee gender, race and age breakdowns

Our learnerships programme provides opportunities to 

unemployed school leavers from disadvantaged backgrounds 

that leads to an NQF qualification. At year-end, the Electrical 

Division supported 41 learners, 28 (58%) of whom were  

disabled learners from previously disadvantaged backgrounds.  

Our programme runs for a 13-month period during which the 

learners receive formal training in accredited programmes 

directly related to an occupation or field of work, for example 

wholesale and retail supervision operating at NQF L4. 

Our learnerships are managed by the Wholesale and Retail  

Sector Education and Training Authority (“W&R SETA”). They 

were introduced to help up-skill learners and to prepare  

those unemployed for the workplace. Our learnerships require 

learners to complete a theoretical course as well as practical  

training, which are done at a workplace, in order to graduate.  

The workplace component of the qualification involves hands-on, 

practical learning under the guidance of a mentor, while the 

theoretical component is provided by an education and training 

provider. Together they form an integrated and comprehensive 

learning programme. These programmes help employees to gain 

the necessary skills and workplace experience that will open up 

better employment opportunities.

For the year ended 30 June 2017, ARB’s aggregate skills 

development spend amounted to R4,7m, which was significantly 

up on the R2,1m invested in 2016, focused predominantly on our 

learnerships and business skills such as selling skills, freight 

loading, health and safety and management development. 

HEALTH AND SAFETY
ARB is committed to ensuring a safe and healthy working 

environment and to ensuring strict compliance with the 

Occupational Health and Safety Act. 

51%

10%
12%
26%

Total employees by age band Total employees by raceTotal employees by gender

46%

9%

28%

4%
13%

36 – 45
< 25

25 – 35

46 – 55 > 55
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72% 28%
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Coloured

Indian
White
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SUSTAINABILITY REPORT (continued)

Our internal audit function is tasked with the responsibility of 

monitoring health and safety policies and procedures, and 

monitoring compliance thereof. To this end, a comprehensive 

health and safety manual is maintained in accordance with 

current legislation. In addition, health and safety committees 

have been established at each of our branches and all health and 

safety representatives receive external training to ensure that 

they are familiar with the legislative requirements, and are 

equipped to discharge their responsibilities in this regard.

Each branch is assessed by the internal audit department as part 

of their internal audit according to an assessment module to 

ensure that legal requirements, as determined by current 

legislation, are met and adhered to. 

In addition, Employee Forum meetings are held and “Toolbox 

Talks” are held on a regular basis to identify and deal with 

ongoing safety issues. Where risk issues are identified, 

appropriate measures are taken to mitigate them.

ARB’s commitment to health and safety is proving effective, with 

no major incidences reported during the past year.

HIV/AIDS
As a responsible corporate citizen, ARB shares concern about 

the HIV/AIDS pandemic threatening South Africans and is 

committed to minimising the implications of the disease through 

proactive HIV/AIDS workplace programmes. At ARB we draw on 

the government’s policy on HIV/AIDS as a guideline for our  

HIV/AIDS awareness programme. 

BROAD-BASED BLACK ECONOMIC EMPOWERMENT (“B-BBEE”)
ARB’s employment demographics and the B-BBEE ratings that the main trading subsidiaries have achieved are:

Male Female

A C I W Total A C I W Total Total

Top Management – – 2 8 10 – – – 2 2 12

Senior Management 1 1 3 26 31 1 – – 2 3 34

Professional – 3 6 14 23 – – – 4 4 27

Skilled 27 12 18 26 83 8 8 3 35 54 137

Semi-skilled 202 31 53 82 368 41 20 30 38 129 497

Unskilled 141 17 2 8 168 54 4 1 4 63 231

Total permanent 371 64 84 164 683 104 32 34 85 255 938

Temporary 2 – – 1 3 6 – – – 6 9

Total 373 64 84 165 686 110 32 34 85 261 947

B-BBEE ownership
A black-owned investment company, Batsomi Power, has held a 

26% ownership interest in the Group’s main operating subsidiary, 

ARB Electrical Wholesalers, since 2005. Batsomi also holds an 

indirect ownership interest of 26% in Elektro Vroomen. 

CORPORATE GOVERNANCE AND ETHICS
The Board recognises that good corporate governance is vital to 

the sustainable growth of ARB. The Group’s corporate governance 

structures and procedures as well as its Code of Conduct and 

Ethics are detailed in the Corporate Governance Report appearing 

on pages 36 to 40 of this Integrated Report.

ARB’s main trading subsidiaries have achieved the following 

B-BBEE ratings:

ARB Electrical Wholesalers – Level 2 Contributor verified by “BEE 

Rated”, a SANAS B-BBEE Verification Agency on 22 August 2017;

Elektro Vroomen – Level 4 Contributor verified by “BEE Rated”, 

a SANAS B-BBEE Verification Agency on 24 April 2017; and

Eurolux – Level 7 Contributor verified by Moore Stephens BKV 

B-BBEE Verification and Consulting, a SANAS B-BBEE Verification 

Agency on 12 April 2016.

The Group’s main subsidiaries have each completed a gap 

analysis in order to assess the impact of the proposed revisions 

to the B-BBEE codes. Now that these codes have been finalised, 

appropriate strategies will be implemented. 
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CORPORATE SOCIAL INVESTMENT (“CSI”) 

ARB is committed to the socio-economic development and empowerment of the local 

communities in which we operate. Through the Electrical and Lighting Divisions, we actively 

support a number of initiatives aimed at improving living conditions which include supporting 

underprivileged schools, orphanages, shelters and HIV/AIDS programmes such as: 

    iThemba Trust Sweetwaters, which helps orphaned 

children in KwaZulu-Natal, with education delivered via the 

iThemba Academy; cluster foster homes and sustainability, which 

is led by committed business people and companies (such as ARB) 

that provide leadership to ensure that the long-term goals of the 

organisation are sustainable. For further information on Focus on 

iThemba please visit www.focusonithemba.org.

    The Robin Hood Foundation, an 11 year old 

non-profit organisation, with four core outreach programmes to 

which ARB has continued to contribute. The aim of the organisation 

is to run an estimate of at least fifty sub-categorised projects per 

annum. For further information on The Robin Hood Foundation, 

please visit www.robinhoodfoundation.co.za.

    The Domino Foundation, which seeks to assist and 

empower the neediest in communities to pave the way for a 

brighter tomorrow. Their vision is to equip individuals physically, 

emotionally, socially, cognitively and spiritually to enable purpose-

filled lives. For further information on The Domino Foundation 

please visit www.domino.org.za.

    Churches such as the Tokai Community Church, East Claremont 

Congregational Church, etc.

    SANCCOB, which looks after sick and injured seabirds after oils 

spills, public rescues and breeding site monitoring.

    Sports clubs (eg Morningside sports club, Delville Germiston 

Bowls club, Knights United sports club, Meyerton Knights Rugby Club, 

Wynberg Squash Club and the North Mpumalanga Angling Club.)

   Joe Slovo bread on Friday iniative.

    Golden Bird Patrons BirdLife South Africa’s focus on 

conserving our country’s birds and their habitats.

    SAME Foundation (“South African Medical & Education 

Foundation”), which provides improved healthcare and education in 

poverty-stricken communities through high-impact, focused projects.


