AGRA RECORDS STRONG FINANCIAL RESULTS FOR 2007/2008 FINANCIAL YEAR

The report of the Chief Executive Officer gives an overview of the financial results of the co-operative for the 2007/2008 financial year. Herewith an extract of the financial results:

The year under review presented Agra with the highest ever net profit after tax of N$20,3 million for the group compared with N$10,9 million in 2007 and N$20,0 million for the co-operative compared with N$11,1 million in 2007. This represents an increase of 80% for the co-operative compared to 2007.

Gross profits for the group increased from N$92,6 million in 2007 to N$111,2 million in 2008 (20%).

The continued drive to improve customer service, increased marketing activities, training of Agra staff as well as adherence to various internal control systems were the main drivers behind the improved sales (22% increase for the group) and gross profit performance. 

Following is a sectoral analysis of the co-operative’s activities:

1. LIVESTOCK DIVISION
We unfortunately have to report a decline in both turnover and profitability in this division for the year under review. This is mostly attributable to increased competition, sideways movement of livestock prices and steady increases in operational expenditure.

Average prices per head achieved in the various categories were as follows: 

	
	2008
N$
	2007
N$
	% change



	Cattle
	3,076
	3,020
	2%

	Sheep
	464
	433
	7%

	Goat
	463
	422
	10%


The number of animals marketed during the 2007/8 year were as follows:

	
	2008

	2007

	% change



	Cattle
	132,199
	161,385
	(22%)

	Sheep
	165,186
	151,724
	8%

	Goat
	95,062
	115,507
	(22%)


1.1 Karakul
Pelt quantities sold at the two auctions in Copenhagen during September 2007 and April 2008 amounted to 135,484 pelts, which reflects an increase of 20% compared to 112,463 pelts sold during the year ending July 2007.

Unit prices per pelt decreased from an average of N$470.22 in the previous financial period to N$393.90 in 2008, a decrease of 16%, mainly as a result of foreign exchange fluctuations.

1.2 Overall Livestock Division
As a result of the declining number of heads marketed, increased operational expenditure and the impairment of long outstanding and non recoverable debtors, the net operating surplus (before head office charges) of this division decreased from N$7,4 million in 2007 to N$5,1 million in 2008.

Agra is currently investigating various options which are aimed at restoring sustainable financial results for this division.

2. RETAIL AND WHOLESALE DIVISION 

This division comprises the Agra retail branches, Auas Wholesalers, Auas Vet Med, Safari Den and Ondangwa Service Station.

While competition in the retail sector of Namibia continued to be fierce for most of the products sold by Agra, turnover increased from N$397 million in 2007 to N$498 million in 2008 (25%).

At the same time gross profit increased from N$52 million in 2007 to N$67,6 million in 2008 (30%).

Operational expenses (including shrinkage) were very well managed and increased only by 12%.

Net operating surplus therefore increased from N$15,4 million in 2007 to N$26,5 million in 2008, a percentage improvement of 72%.

This is an outstanding achievement for which the whole team is to be congratulated.

3. PROPERTY DIVISION
Rent received this year amounted to N$11,3 million compared to N$11,5 million in 2007 (a 2% decrease). The decrease in turnover is the result of non-rented space at the Auas Valley Shopping Mall. Efforts to fill these open areas need to be increased and income levels restored during the 2008/2009 financial year. 

The major upgrade of the Otjiwarongo retail branch is progressing well and should be completed during March 2009. Mariental branch has been identified as the next upgrade project. Smaller structural improvements will be effected at branches as and when necessary.

Agra is also in the process of conducting a feasibility study for the opening of an Agra branch in Ondangwa.

Total expenses for the division increased by 5% mainly as a result of an increase in the depreciation allocation to land and buildings.

4. FINANCIAL RESULTS
The Agra group achieved a net profit before tax and distribution to members, of N$24,4 million (2007: N$13,5 million) and the co-operative a net profit of N$23,5 million (2007: N$13,7 million).

Gross profits increased by 20% for the group and by 20% for the co-operative to N$111,2 million and N$96,5 million respectively.

The board of directors, at their meeting on 30 July 2008, approved the allocation of N$12,0 million as a bonus to members. This amount will be allocated according to the pro rata gross profit each member contributed to Agra through the business conducted with the co-operative from 1 August 2007 to 31 July 2008.

5. CONSOLIDATED BALANCE SHEET
5.1 Assets
The net value of property, plant and equipment increased by N$6,0 million as a result of additions to land and buildings, vehicles, office and other equipment.

5.2 Equity
As from the 2006 reporting period, Member’s Funds are no longer shown as equity, but were re-classified as a non-current liability. The reason for this adjustment is the fact that member funds are loans by Agra’s members to the co-operative and as such are repayable under certain conditions.

Agra’s debt to equity ratio at 32% is healthy and has decreased from 45% the previous year. 

5.3 Cash Flow
The Agra group reports a positive cash flow for 2008 of N$28,1 million compared to a negative cash flow in 2007 of N$12,6 million.

6. FUTURE OUTLOOK
The best year ever in the history of Agra lies behind us. We are very proud to have achieved

-
A gross turnover in excess of N$1 billion for the second time running

-
Gross profits exceeding N$100 million for the first time, and

-
Net profit after tax exceeding N$20 million for the first time

This dramatic improvement is due mostly to the increased turnover and profitability of our retail and wholesale division. On the other hand our livestock and property division did not succeed in improving their results this year.

We will therefore have to ensure that the momentum in the retail/wholesale division is maintained, while new and innovative ways of inspiring the other two divisions have to be investigated.

Agra is primarily an agricultural business organization. As such our results are dependent on the agricultural conditions and market forces applicable to Namibia.

The rain season and the movement of meat and agronomic product prices will greatly influence the mood and purchasing power of our largest customer base.

In addition the cost of agricultural inputs globally, the price of oil as well as the movement in the exchange rate of Namibian dollar need to be monitored very closely to ensure optimal purchasing decisions in our organization.

As far as the livestock division is concerned we need to regain lost market share as well as explore and develop new markets and opportunities especially in the Northern areas of Namibia. Agra will have to play an active role in addressing the challenges facing the livestock sector pertaining to value-addition as well as achieving an amicable long term solution regarding exports of Namibian meat products to the EU and other markets.

We have achieved very good growth rates over the last few years. We will continue to improve our customer service, our product range and our communication with our stakeholders. We will maintain our policy of ploughing back our profits into the Namibian community through various initiatives including marketing activities, sponsorships, corporate social community projects and by allocating bonuses to our Shareholders.

Agra’s long term financial sustainability depends on identifying and exploiting business opportunities, (also outside the agricultural environment) which are not exposed to the volatile short term agricultural economic cycles and which contribute towards our mission of achieving growth with a dynamic team providing an excellent service experience.

We are confident that Agra is ready for the challenges that lie ahead.

Peter M. Kazmaier

Chief Executive Officer
