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CORE VALUES

Integrity, Honesty and Discipline
We believe in integrity, honesty and discipline. Our actions will at all times be ethical and
fair. This principle is fundamental in everything we do, will be consistently applied and will

not be compromised.

Respect for the Individual
We believe in and have respect for the individual, be he/she an employee, a customer, a sup-

plier, a shareholder or any other stakeholder.

Teamwork
We believe that our goals will be achieved best through teamwork. We must always think

"we" and not "[".

* Quality in Product and Service
We have pride in our products and are committed to excellence of quality in product and ser-

VICE.

Continuous Improvement
We believe in the principle of continuous improvement and with this we embrace techno-
rical advancements, we encourage ingenuity and innovation and above all we promote the

f our staff.

Good Corporate Citizenship
We recognize our responsibility to society and through our contributions, sponsorships, envi-
ronmental concern and other such practices will always be identified as a good corporate cit-

1Z€n.




ORGANISATIONAL VISION

PURPOSE

Our purpose is to invest in and manage, to the highest standards, a portfolio of businesses prin-

cipally engaged in meeting mass market consumer needs in Zimbabwe.

MISSION/GOAL

Delta's turnover will reach US$1 billion (Z$13 billion) by the year 2001. During this period

profits will register average real growth of 7,5% per annum.

VIVID DESCRIPTION

Working for Delta will be a jealously guarded privilege which engenders immense self-esteem
and extreme admiration from outsiders. All our employees will feel that they are contribut-
ing through their day to day work to the Group's continued success in the market. All their
efforts will translate into perceptions of good value and quality being received by our cus-
tomers and into a most valuable reference for suppliers. Evolving from this ethos and desire

will be a blue chip investment for our shareholders which is secure and second to none.
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Delta believes that the protection of the environment is critical to the long-term sustainable future

of the country and its people.

The sanctity of all ecosystems should be preserved for future generations and Delta is committed
to act responsibly and with due regard to the impact of all its operations and products on the envi-

ronment.

Protecting the environment is an obligation, not a choice

Consequently,

In order to fulfil this obligation Delra will:

* Conduct environmental impact assessments when establishing new facilities.

#Utilise the best available technology to limit emissions and effluents, improve land eco-effi-
ciencies and waste recovery.

* Support research into the protection of the environment.

* Conform to prescribed and self-determined environmental, health and safety standards.

*Support and promote supplies of environmental friendly products and services.

* Promote environmental awareness, responsibility, and training among all employees and the
public at large.

Continuously monitor and audit the environmental status of all its operations.
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GROUP STRUCTURE

Delta Corporation Limited

Zimbabwe Sun Limited

African Distillers Limited

Delta Operations
(Pvt) Limited

Fe ’ Transport

¢ Agro Industrial

- Polycon Converters
Zimbabwe (Pvt) Limited
’ Megapak (Pvt) Limited
’ Filltech (Pvt) Limited

Food and Indisteial
Processors (Pvt) Limited

ALL GROUP COMPANIES ARE INCORPORATED IN ZIMBABWE




BEVERAGES

National Breweries

Brewing lager beer, 2 Breweries

Castle Lager, Castle Pilsener, Lion Lager, Carling Black Label,
Zambez Export Lager, Bohlinger’s

Chibuku Breweries
Brewing sorghum beer, 16 Breweries
Chibuku, Rufaro and Thabani

United Bottlers

Bottling carbonated and non-carbonated soft drinks,

4 Bottling Plants

Coca-Cola, Diet Coke, Fanta, Sparletta, Schweppes, Sprite

TRANSPORT

Delta Distribution
Provision and maintenance of primary and
secondary vehicles

18 Workshops

RETAIL
OK Zimbabwe

Mass merchandising

31 OK Stores, 4 Bon Marché Stores

Pelhams
Specialist furnishers
24 Outlets, 2 Factories

) ZIMBABWE SUN LIMITED

EEL] ® BEE Zimbabwe Sun Hotels

o - 1 i of hotels City, 6 Hotels;
e, 9 Hotels

. 7,-’1':61!‘..'1 !

Zimbabwe Sun Casinos

Casino Mar i, 4 Casinos

Touch the

Wild

Parmership in safaris and game viewing, 5 Camps

Zimbabwe Sun Vacations

Timeshare resorts, 2 Resorts




FOOD & INDUSTRIAL
PROCESSORS (Put) LIMITED

Food processing
I Factory

MEGAPAK (Pvt) LIMITED

Manufacture of plastic products
1 Factory

POLYCON CONVERTERS
ZIMBABWE (Pvt) LIMITED

Manufacture of rotomoulded plastic products
I Factory

AGRO INDUSTRIAL

Kwekwe Maltings
Barley Malting, 1 Malting Plant

FILLTECH (Pvt) LIMITED

Manufacture of machine spares
I Factory

AFRICAN DISTILLERS LIMITED

Wine and spirit producer
3 Farms, | Distillery, 5 Depots
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TRIBUTE

[ would like to pay tribute to my predecessor, Dr. Silas Chawanda
Mundawarara. His untimely death on 24 January 1997 robbed the

Group of a wise and wonderful counsel. He served as a non-executive

director from October 1990, the last eleven months as Chairman. He

Dr. R.M Mupawose  left a void and will be sorely missed.

INTRODUCTION

The Group has once again performed superbly. The results for the year ended 31 March 1997
were achieved against a background of strong economic recovery, with GDP growing at 8,1% in

1996 following two good rainy seasons.

Market expectations were once again met, which makes my first Chairman’s Statement an ecasy

and pleasurable task.

Dividends have exhibited compound growth over the last five years of 33%. Due to share price appre-
ciations, particularly in the last two years, shareholders have benefited from impressive compound

growth of 81% per annum over the last five years when dividend flows are taken into account.

has therefore grown impressively from $3,6 billion to $13, 7 billion at the year end. This ranks
Delta proudly at the top of the quoted companies in Sub-Saharan Africa and outside South Africa.
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CHAIRMAN’S STATEMENT

ECONOMIC ENVIRONMENT

The enabling environment created over the last few years has resulted in more flexibility and free-
dom in the economy. Frustrations still occur and it is important, therefore, that the increased
level of dialogue between the private sector and Government results in the removal of impediments
to successful, job-creating investments. The ethos of mutual trust and common interest created
among all sectors in Zimbabwe, must be built upon and not be allowed to stall. The Government
is commended for its commitment to measures taken so far and for its resolve to implement

Zimprest (Zimbabwe Programme for Economic and Social Transformation) and Vision 2020,

It is vital, however, that Government re-doubles its efforts and improves revenue collection to cut
the budget deficit. Success in these endeavours will ensure that the productive sector’s resource
requirements are made available at more affordable rates. The recent upsurge in inflation and
interest rates needs to be arrested to ensure that the hardships caused to date by structural adjust-

ment will not have been for nothing and that the long-awaited benefits will be realised.

Two good rainy seasons have increased the level of private consumption expenditure. This trend
should continue and, with GDP growth estimated at between 5,5% and 6,5% during 1997, the
economy looks poised for another good year, provided the problems alluded to previously are ade-

quately addressed.

Zimbabwe is now firmly in the global competitive market. The challenges and opportunities that
have arisen as a result of this have not been ignored by the Group. There has been an increased
focus on quality, research and development, productivity and service initiatives throughout the

year and this emphasis will be vigorously maintained.
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FINANCIAL RESULTS

Turnover increased 31% this year to reach $6,2 billion. Included in this are export sales of $520
million, which represent an exciting increase of 36% for the year. The overall increase in
turnover, when expressed in US dollars, is 13%, well above the target set to attain the Group’s

stated goal of achieving a turnover equivalent of USS! billion by 2001.
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A pleasing feature of this year’s results is that operating income has grown by 33%, exceeding turnover
growth and far outstripping last year's 10% rise. Compounded growth in operating income over the

luring the same period. The increase in oper-

ting income of the three major business sectors of the Group is most gratifying, with retail, hotels

ind beverages exhibiting particularly good growth of 55%, 48% and 34% respectively.

Financing costs increased by $22 million, due to the Group's increased capital and working capi-
tal expenditure, the latter being used mainly to upgrade beverage containers and fund the extra
levels of activity, especially in the retail division's extended credit sales of durable goods. It should
be noted, however, that there has been only a $1,7 million increase in net financing costs, which
are arrived at after aggregating financing costs, interest receivable and exchange losses. When
viewed against the levels of increased activity during the year, this commendable result has been

ichieved by accessing cheaper borrowing facilities and managing foreign currency exposures to

best advantage
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CHAIRMAN'’S STATEMENT

Despite an increased tax burden, profits after taxation went up 39%, well above last year's 28%
growth. At $541 million, attributable earnings rose 39%. The very successful scrip for dividend
issues in August 1996 and February 1997 resulted in a small dilution in earnings per share which
grew 37% to 68,8 cents. A slightly reduced dividend cover of 2,29 translated into dividends per
share rising 38%. Had operating assets been revalued and resultant revaluation depreciation been

provided, the dividend cover would have been 2,03 times.

Following the tremendous performance in the Zimbabwe Stock Exchange Industrial Index in the
latter part of 1996, shareholders approved in general meeting a 3 for 1 share split effected on 17
February 1997. The split resulted in immediate and substantial benefits to all investors. The
shareholders will once again be given the opportunity to convert their dividend into scrip in the

pre-eminent Zimbabwean blue chip counter.

INVESTMENT AND FUNDING

The Group again invested heavily in capital expenditure. Out of a total of $466 million, $293
million was spent in expanding and upgrading the asset base. The main components of this
expenditure related to 44 new rooms at the world famous Victoria Falls Hotel, the conversion of
the Elephant Hills Hotel to the Intercontinental brand, coolers in the beverage division, a new
yeast propagation plant at National Breweries, a one third capacity expansion at KweKwe
Maltings, three new stores in OK Zimbabwe at Ard Mbare and Budiriro in Harare and Lobengula
Street in Bulawayo, new PET and blow moulding operations at Megapak, computerisation
upgrades throughout the Group and the first portion of a new Chibuku brewery at Chimoio in
Mozambique. This first cross-border move by the Group marks the beginning of further such ini-

tiatives.

A significant $238 million increase in cash generated from trading was largely absorbed by a $208
million increase in funds utilised in working capital. A pleasing feature of the Group’s cash flow
is that the amount by which net cash retained exceeds replacement capital expenditure has

improved by 70% during the year.
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Although net Group borrowings increased by 21% to $655 million, the interest cover target of 6
times was met and gearing improved from 36% to 33%, which is well below the pre-set maximum

\)T. :Jstji\,

ACHIEVEMENT APPRAISAL

The guiding philosophy of the Group, which was put in place last year and incorporates its core val-
ues, purpose and mission or goal, has been rolled out through the Corporation. Its mission or goal to
register real growth in turnover and profits has been easily achieved this vear with equivalent US dol-
lar growth of 13% and 20% registered in turnover and attributable earnings respectively.

The generation of cash value added of over $2,3 billion into the economy demonstrates Delta’s
impressive status in the community. Nearly half of the extra $420 million generated this year has
gone to the Government, whose total share again stands at 47%. Delta’s contribution to the fis-
cus is substantial and now exceeds $1,1 billion. The off-take by Government is still very high
and is mostly at the expense of retentions by the business which could be used for job-creating

investment.

The taxed operating return has increased to 23,7% but still falls short of the 30% rtarget set by

the Group.
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CHAIRMAN'’S STATEMENT

DIRECTORATE

Miss A. L. Mukwavarara and Mr. A. S. Nyamatore, after three and seven years service respectively,
have indicated that they will retire from the Board of Directors at the conclusion of the annual
general meeting. | thank them for their contributions in the past and wish them well in the

future.

In order to effectively plan for succession on future Board appointments, greater flexibility is
required than currently exists. Shareholders will therefore be asked to approve a special resolu-
tion at the annual general meeting which seeks to expand the maximum size of the Board from

twelve to fifteen members.

HEALTH, SAFETY AND ENVIRONMENTAL MANAGEMENT

Effective management of the environment is imperative if the sustainable future of the country is

to be assured.

This, therefore, forms one of the corner-stones of the Group’s operational methodology. The

effects that the Group’s products and services have on the environment is closely monitored.
For the third year, a separate Environmental Report is included.

Many of the Group’s operations have or share clinic facilities. A main clinic and consultancy
room exists in Harare. Safety Committees operate throughout the Group to ensure that all nec-
essary safety practices are in place and are adhered to.

HUMAN RESOURCES

The ultimate success of any organisation depends on the quality of its people. This quality is not

only measured by individual qualifications, but even more by each and every person’s desire to add

value to the business on a daily basis and by their level of loyalty and dedication.
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The fact that the Group has once again produced excellent results is due, in no small measure, to
the quality of its people. There is no doubt, however, that the management of human resources
needs to be continually enhanced to ensure the sustainability of Delta’s blue chip status into the

21st century.

In this regard, the Group continues to spend millions of dollars on formal and on-the-job train-
ing. The exceptional facilities at Mandel Training Centre, together with the much sought-after
opportunities available at the Delta Engineering Training Centre and the Ruwa Driver Training
School, put the Group at the forefront of training and development initiatives. Communication
at all levels has been enhanced through the use of Manpower Co-ordinating Committees, Staff
Development Panels, Staff Liaison Committees and Workers’ Committees. Group policies and

objectives are therefore more focused upon and staff development is better planned.

Health and safety aspects are constantly reviewed. The AIDS pandemic is a major cause for con-
cern and levels of counselling and in-house medical care are continually being enhanced. The

level of awareness has certainly increased amongst all levels of employees in this regard.

During the year the Group went a long way towards the introduction of the Hay Job Evaluation
System. This new approach will streamline practices throughout the Group and will lead to bet-

ter performance management in the more competitive environment.

The Group’s expansion an nced succession planning has resulted in 737 new jobs being cre-
ted during the year. It is also worth noting that cash value added disbursed to employees has

grown from 28% to 30% of the total generated. The infrastructural problems facing all employ-

ees are continuously addressed, and the Group provides assistance wherever possible.

Industrial relations throughout the Group continued to be strong at a time when the environment

has become harsher.

1or pockets of dissatisfaction were speedily resolved due to the strong

teamwork between management, employees and workers’ committees.
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CHAIRMAN'’S STATEMENT

TECHNOLOGY AND DEVELOPMENT

In line with the Group’s desire to question convention and create opportunity, more funds and
facilities are being dedicated throughout the operations to technology transfer and development

initiatives.

A “Champions of Change” award is now made annually to the business entity judged to have
achieved the most on the research and development front. The first such award, in April 1997,
went to Delta Distribution for their exceptional efforts in containing costs by the introduction of
various new distribution technologies and methodologies.

Further examples of research and development initiatives are covered in the review of operations.

CORPORATE SOCIAL REVIEW

The Group recognises that the people of Zimbabwe are the proprietors of its operating mandate.

Therefore, it has an undoubted social responsibility to the community at large.

With

this in mind, the Group ha iderable sums of money into community devel-
opments, sponsorships and support of many sporting activities, cultural and environmental bodies,
educational institutions, charities, health organisations, and national representative bodies. The
Group has endeavoured to spread these contributions throughout the community and particular
efforts have been made to cater for the country’s rural areas. In this regard special assistance was

given to eight rural schools covering all provinces in the country. In total, over $13 million,

directly and indirectly, has been contributed by the Group this year.

~_ ; , 1- 1 5
ThC (JTOUP h‘dS con[mued Lo nurture new linkages with emerging entrepreneurs in order Ih}l{ Il'\e

general well-being of the country’s population lifted. Joint ventures in the tourist industry have

been established and more opportunities in this area are currently under serious consideration.
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Business relationships throughout the operations are both supply and sales orientated, thus ensur-
ing that no opportunity to nurture aspiring businesses is ignored and that the Group’s part in

expanding the middle class in Zimbabwe is enhanced.

Last vear Delta launched its “Stand Up and Go Project”. This initiative aims at identifying young
entrepreneurs with sound, feasible projects that require funding. The chosen individuals are mon-
itored and mentored by a dedicated group of people at Delta. A second batch of projects was fund-

ed during the year whilst further businesses will be identified and funded in the coming period.

FUTURE PROSPECTS

The Group will continue to focus on achieving world class status in all it produces and sells.
Many initiatives have taken place already in this regard and will be covered more fully in the

review of operations.

The Group has few capacity constraints and is, therefore, well placed to take advantage of the
forecast growth in private consumption expenditure and the general uplift in the economy. Major
investments have been made in the core business over the last few years. The coming year will
be no different, with budgeted capital expenditure of over $700 million and working capital
requirements of over $300 million. The Group has adequate funding facilities in place and bor-

rowings are not expected to increase materially in real terms.

The prospects for the coming year look positive. On the assumption that the current upsurge in

inflation and interest rates can be effectively controlled and GDP growth reaches 3,5% to 6,5%,

the Group believes that real growth in earnings and dividends will be achieved in the com-

ing year.

18



CHAIRMAN’S STATEMENT

APPRECIATION

Delta’s management and staff have yet again produced outstanding results and they deserve our
- yet again p : Y
aratitude. All stakeholders played their part and must be thanked for their support. As Chairman,

[ must express my gratitude to my fellow Directors for their enthusiasm and guidance.

[ am immensely proud to be associated with such a marvellous and successful organisation which,
| have no doubt, will continue to meet or exceed stakeholder expectations.

[

Dr. P{ M. Mupawose

Chairman

16 May 1997
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LAGER

A

The year witnessed a growth of nearly 12% in volumes at National Breweries. The reversal of the
declining trend witnessed over the last four years is encouraging, but it must be noted that full
recovery is still some way off. This again emphasises the fact that the excess levels of excise duty
imposed in January 1995 need to be lowered further. National Breweries continues to pay 70%

of its cash value added to the Government. The unlocking of some of this into the hands of other

stakeholders would have a significant beneficial effect throughout the economy.

Substantial progress was made during the year in achieving quality and service upgrades. Neck
labelling all products, relaunching Golden Pilsener, vastly increased branded cooler placement in
the market, enhanced distribution of draught beer casks and dispensers, new premium brand pack-
aging and improved point of sale material are but a few examples of the major focus on improve-
ment. All brands exhibited growth during the year, with exceptional performances coming from
Lion Lager and Golden Pilsener, up 34% and 48% respectively. There has been commendable
improvement in beer quality, which is subject to regular in-house and independent audit. New

and better formulations are constantly under test.

Lager beer brewing is a capital intensive industry and, therefore, $72 million was spent on capi-
tal equipment during the year, of which $54 million was on upgrade and expansion. The coming
year will see capital expenditure of $160 million and container spend of nearly $53 million. Much

of this money will be aimed at further enhancing quality and market service.

Natbrew again showed its commitment to the community with increased sponsorship of many
sports such as soccer, rughy and horse-racing and through its market development of trend setter
bars and retail training.

Continued focus on brand management and marketing, together with on-going quality initiatives,

should result in further volume growth so that more of the installed capacity is utilised.




REVIEW OF OPERATIONS

The new-style trailer
curtains ensure a
safer, fresher delivery
of National
Breweries’ products to
every cormer l)f
Zimbabwe, whilst also
acting as

high impact brand

advertising.
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CHIBUKU
TRADITIONAL BEER BREWING

Breweries

Chibuku Breweries' commitment to better product formulation and improved customer service
ensured that they exceeded last year's record volumes by nearly 1%. This is a tremendous achieve-
ment when viewed against past empirical evidence, which has always evidenced a decline in tra-
ditional beer volumes in times of major economic recovery. The “Down the Scud” promotion,
which spanned the year-end, was highly successful and certainly played its part in the sales

achievement.

The move towards greater packaged volumes continued throughout the year. The surge in “Scud”
sales has resulted in greater emphasis being required as regards packaging technology and distri-
bution techniques. These projects are on-going and will result in significant changes to the modus

operandi of Chibuku.

Market and product development is still heavy and enhanced brand management will pay divi-
dends in the future. It is still imperative, however, that excise duty rebates are extended to all
non-brewing Municipalities to ensure that all authorities and ultimately consumers are treated

equitably.

Nearly $26 million was spent on capital development during the year, about $19 million of which
related to upgrades and new projects. Over $120 million has been budgeted for the current year
with just under $100 million earmarked for new expansion and upgrades. Over $16 million will

be spent on containers to cater for the packaging thrust.

B OPERATING INCOME
BEVERAGES 43%
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The new tamper-
proof lid on the
increasingly popular

‘Scud’ pack will
guarantee delivery of
a fresher, cleaner
product into the
hands of the

Chibl{kl( consumer.

REVIEW OF OPERATIONS
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The economy's recovery resulted in United Bottlers' volumes increasing by just over 13% this year.

The biggest recovery came in the Midlands with sales up nearly 23%.

Numerous successful promotions were held during the year with the “Cool Summer Promotion”
being the most well received. Enhanced channel and brand management contributed to the over-

all growth in sales.
Support of, and investment in, the informal sector outlets continued vigorously throughout the year.

A major thrust in package upgrades, especially as regards plastic crates replacing their wooden
counterparts, occurred during the year and will continue for the next two to three years. Along-
side this initiative was the placement of another 998 coolers into the market. New bottles, par-

ticularly the popular litre package, required massive investment.

United Bottlers were the winners of five out of six awards of the Coca-Cola Central Africa Region
Bottlers” Annual Competition run amongst 13 bottlers in 9 countries. The Gweru plant was award-

ed the coveted Bottler of the Year award at a Bottlers’ Convention in Swaziland in March 1997.

$32 million was spent on capital expenditure during the year whilst $102 million is likely to be
spent in the new year. The significant container upgrade, which amounted to $67 million this

vear, will cost a further $147 million in the coming year.
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