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F20 GNL Full Year Results - Investor's Call 

 

 

Presentation 

 

Viola Graham-Douglas 

Corporate Relations Director 

Good day, everyone. My name is Viola Graham-Douglas as introduced. With me on 

the call we've got Baker Magunda, our CEO and Stanley Njoroge, our Finance and 

Strategy Director, as well as Ayodele Alabi who's our Communications Manager. So, 

we'll be taking a presentation first from Baker and then Stanley will share the finance 

results for you. Then we'll do Q and A afterwards, so like she said, if you have any 

questions, please just indicate and then we'll take your questions then. 

So, Baker, I'll hand over to you now, thank you. 

 

 

Baker Magunda 

Chief Executive Officer 

Hi. Good afternoon, good morning and good evening for wherever you may be. Thanks 

for joining us for the F20 Full Year Investor Briefing for Guinness Nigeria Plc. I've got 

a couple of slides to share for you before I hand over to Stanley. I think the good place 

to start is what is the strategy we are trying to run in Guinness Nigeria. For some of you 

who have attended these calls before, I'll [inaudible 2:04], but … place for us to start.  

Our strategy really is all about improving the operating margins on Guinness Nigeria 

and we will do that through a couple of pillars. We've got six pillars we can [inaudible 

2:19] very quickly. However, before the pillars, I'll just say that there are three major 

areas in which we are going to measure success that we are making. Number one is 

increasing the contribution of spirits across the business. Number two is increasing our 

operating margins. Number three is winning value share, especially for stout and for 

spirits. 

We'll also be focusing on continuing to keep Guinness Nigeria as the best place to work 

for our employees. What are the six pillars that make up our strategy? Pillar number 

one is focusing on brand Guinness and we will reignite the brand Guinness by 
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[inaudible] around recruiting new customers to the brand. Number two would be 

pivoting [inaudible Lager and exploding Near beer 3:10] and enhancing profitability 

and sustaining participation within non-alcoholic and quality malt. Doubling the value-

share of [mainstream spirits 3:21] as we recruit for future [premium sprits] customers.  

[Audio drops out 3:35] 

 

Stanley Njoroge 

Finance and Strategy Director 

Let me continue. The fifth pillar is about making scotch the most vibrant spirit category 

in Nigeria and the last one is really about creating a very prestigious and profitable 

reserve portfolio to take into account some of the consumers who are able to - who have 

the means to be able to access this. Underlaying that, there are several kinds of 

[inaudible 4:04] they must do in terms of embedding everyday efficiency when … 

supplies, transforming our commercial [attrition 4:10], reshaping the policy landscape 

within the organisation - within Nigeria and having [engaged and 4:16] enabled our 

workforce. So broadly these are - this is our strategy and what we focus on. 

Therefore, what is our immediate focus right now, just speaking from that strategy, 

Guinness is crucial. Locally produced mainstream spirit is going to be crucial; we call 

it MSS. International premium spirits which [we have called IPS 4:43] very crucial. 

[Over-speaking] 

[Inaudible 4:50] I was on slide five. I'd taken over and just finished the strategy slide. 

 

Baker Magunda 

Chief Executive Officer 

Absolutely. If you want me to take over, Stanley, I think [inaudible 5:05] medium term 

participation choice. Our medium-term participation choices are really clear. Those are 

already kind of concentrating on margin based on Guinness, mainstream spirits, 

international premium spirits and malts and RTDs.  

Slide number six is really just saying there has been a lot of volatility in the economy 

but [given those are 5:27] macro-economic issues we know, but also of course, COVID. 

I think … is to say that the economy remains under pressure. [There's a good chance 

that the economy has been 5:37] …by about -6.1%. What that has led to is that 

consumers are looking for value brands at lower price points. The good news, however, 

is that [inaudible 5:50] and the market is coming back …, but also, what we are seeing 

… for one way … and it does mean a lot of [inaudible 6:04]. 

So [short term, there is pressure 6:07] by people looking for low prices but I think the 

underlying [performance 6:12] you see is that [inaudible 6:17] experiencing growth. I 

think … point on this slide is business has become largely a business [for delivery to 
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people in their homes 6:27] [inaudible 6:30] e-commerce … and we've been managing 

… in doing some of that.  

In response, slide number seven, we have embraced a new normal. What we done? 

We've developed new channels, especially delivery channels [inaudible 6:45] e-

commerce. We've shifted very quickly, deployed our team [inaudible 6:55] and deliver 

- they're delivering that to their homes [inaudible 6:57].  

Our employees have become an extension to our RTC]. Every employee is putting up 

their hand and … in becoming an ambassador … ensuring our … available and they're 

talking about our plans. I think the country is [inaudible 7:13] real compelling brand 

[inaudible 7:19] Guinness, scotch and mainstream spirits.  

Slide number eight, we have then continued to support our people, our partners and our 

communities through the crisis, [but our people are ensuring everybody is safe 7:31], 

we ensure that those who are working in our factories are collected from home and 

dropped back home so that they don’t get mixed up in [family transport 7:38] and 

[inaudible 7:39]. [I think the second thing is when family continues to engage with our 

employees to ensure that we 7:44] [inaudible 7:45], but it also helps them as they 

become more used to working from home, dealing with depression and all the 

challenges in dealing with home and work. [I think that that element is in the community 

7:56], we've done a lot work by donating non-alcoholic brands to [unclear responders] 

across the country - we gave about 57,000 cases. 

We did [a good campaign where we gave 8:05] 3000 care packs to bartenders to 

[inaudible 8:12] by consumers, but also, we gave about 17,500 units of sanitiser. We 

are in the process at the moment of handing over ₦100 million worth of cereals across 

the county to communities that still need food urgent [for health 8:27]. 

Next slide, number nine, we are continuing to add value to our communities [through 

the things we've commissioned in advance 8:32]. We are proud of the work we are 

doing [of water in communities 8:33], cleaning up communities and showing by leading 

from the front [in how our Guinness clean up where we work, looking after the 

environment 8:45]. [Inaudible 8:44] element factor is to recycle, especially plastic 

containers, ensuring that our sustainability report [inaudible 8:56] just about everything 

that we've been doing and we launched that some time back. 

I can't finish on this slide without talking about all the work that we've been doing with 

DRINKiQ, teaming up [inaudible 9:05] ensuring that we are the leading voice for 

[reasonable use of alcohol 9:07] and engaging government and policymakers on what 

we … to ensure that access to alcohol is responsible. 

Next slide, number 10, we continue to grow our people. A lot of work has been done 

internally [inaudible 9:25], but I think the key point there is continuing to focus on this 

period …, we are making them access … that everybody can learn something new. We 

have changed the way of working so that people are working [inaudible 9:48]. 

Slide number 11, [just speaks to the significant decline in trading in Q4 9:56] and 

[inaudible 10:00] showing you this in numbers. The big driver for the [inaudible 10:03] 

internal to external. The two internal ones – one is we took a [conscious decision 10:04] 

to reduce the stock in trade and number two, we really went after aggressive collection 

of cash-in-trade. The [external 10:17] ones are the ones we know - [closure of On-Trade 

which accounts for [unclear1%] of everything we sell and number two, there was the 
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closure of inter-state and knowing that we have two [breweries in the 10:27] country, 

… opportunities that were available.  

In response therefore which is slide number 12, we carried out the following. We really 

went after de-stocking the market, ensuring that we don’t have a risk of running out 

[drinks for some of our brands 10:48]. We reduced stock of stock-in-trade by also 50%. 

We also instituted a very, very strict collection policy for our cash and we then went off 

to implement [inaudible 11:00] market which has enabled us to bring in new partners 

who are better financed and [inaudible 11:08] the future. The results we are beginning 

to see is that our credit policy has impacted the top line growth in the quarter, but we'll 

be seeing all the benefits that we're already seeing going forward in F21 in the new 

year.  

As an example, we reduced our standing debt from ₦20.6 billion to only ₦2.5 billion. 

This is the best cash position this business has been in over a decade. Currently, all our 

credit risks for [inaudible 11:40] or cash balances and almost half of the customers who 

are buying from us now buy on cash. 

The table on the right is just to show you how much that is in numbers. When you 

compare it to the same period last year, [inaudible 12:00] de-stocking we did accounts 

for about [200,000 euro’s 12:04], but it also had [the pull-back] from the … 

international premium spirits because we're worried … just make sure that the efficacy 

of our brands are not compromised, so brand protection here, but also, to … the work 

we are doing potentially that we protect the company from losing value [including bad 

debts 12:22]. Stanley will be speaking on the full impact of some of those things that 

the work … the team is doing and for the call. 

Going to slide 13, all of this [inaudible 12:35] came as a challenge and you will see that 

in the category performance [being really, really limited 12:38], but we believe that all 

the pain we took in Q4, … the business for a fantastic F21 and as we go forward, you'll 

begin to see … that we are making [inaudible 12:53]. 

The good news, however, is that on slide 14, we are seeing the pivot away from beer 

into the categories where we want to go – the growing contribution of spirits, 

contribution of Guinness and contribution of RTDs is becoming more significant as 

time goes forward. So here is just a demonstration between [ F17 and F20]. You see 

that Guinness is [becoming big as a contributor, spirits has become a much bigger 

contributor 13:17] and RTDs are also becoming a bigger contributor of our business.  

In summary, my message is – [a tough Quarter 4 13:29], very brave decisions we took 

to protect the business. We took the opportunity to refresh our Route-To-Consumer, we 

doubled down on the funding to communities and our employees. We also gave our 

[unclear 13:41] in response to new channels before the crisis. That's really [summing 

up strongly 13:46]. The outcome is that the numbers have been muted in Q4, but the 

team and I believe that the choices we have taken - difficult choices, but … the business 

as we … the future.  

I'll be handing over to Stanley to take us through the finance [inaudible 14:01]. Stanley. 
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Stanley Njoroge 

Finance and Strategy Director 

 

 

Thank you, Baker. Hopefully, everybody can hear me. Baker [inaudible 14:09] can you 

hear me clearly? 

 

Baker Magunda 

Chief Executive Officer 

Yes, I can hear you. 

 

Stanley Njoroge 

Finance and Strategy Director 

 

Oh, okay. All right, thanks a lot. Thanks a lot, and good morning, good afternoon, good 

evening whenever you may be. The P&L - the financial [inaudible 14:26] in many ways 

are kind of a correction kind of P&L. The main things which are driving this and you'll 

see this across all the lines is there's quite a lot of one-offs, material one-offs which we 

have called out here and we have also called out in all our communication such that any 

investor looking at this can understand why and how we've come about this. 

There are three main ones and there are two others which I just want to highlight; I'll 

speak through that. One is about the asset impairment. We've had about ₦11.7 billion 

in terms of impairment of assets. Given what has happened in the market, given the 

share price [inaudible 15:12], that has triggered a requirement IAS36 for us to look 

through in terms of making an assessment of what we're having with Guinness Nigeria 

overall balance sheet [inaudible 15:24]. 

When we look through this and taking into account all the other [adjustments which are 

there 15:31], if they both - we as management, we refer to that … [look through them 

and the assets and actually impair ₦11.7 billion 15:38] and this was approved by the 

Board. We then went through line-by-line [into a lot of the assets and decided to 15:46] 

clean up some of the old, idle or excess to requirement assets. So, we looked at the 

assets which we do not need given the current strategy and the current level of 

operation.  

The good thing is obviously... 

[Audio drops out 16:04] 
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Sorry, about that, I don’t know what's happening. So I don’t know where you lost me, 

so what I was saying is in terms of the asset impairment, IAS36 kind of kicked in … 

but obviously the current environment is very challenging and the share prices have 

dipped below a value which supports what we have in the balance sheet. These 

assessments then; are once we've got the outcome of that, we reviewed it line-by-line 

assets and basically impair [in total 17:00] the assets which were old, idle or excess to 

requirements based on the current strategy.  

Like I say, this helps going forward because it also means that we have removed quite 

a lot of levels of [liquidation 17:15], but also running costs out of the business going 

forward, but it was absolutely necessary and required under IAS36. The second thing 

is that our EEG, Export Expansion Grant, so the government incentivises exports in 

Nigeria. That came back in 2018, however, our experience over the last year - last two 

years is although they have good intentions and we continue engaging with the 

government on this, we haven't actually made much in terms of traction, in terms of 

being able to get actual export credit certificates. As a result of that, we decided to be a 

bit more prudent and we have written back whatever we had back into the P&L over 

the last two years. That's just under ₦2 million. 

The third item which is a material one-off is we also reviewed in what we have in terms 

of our returnable packaging, that is bottles and crates, will [inaudible 18:18] in trade, 

we usually charge a deposit. That deposit will be given back to customers when they 

bring bottles. We realise there's a disconnect between the amount which we have as a 

deposit liability and what is out there in trade and to correct that, we made an adjustment 

of ₦2.7 billion [against 18:39]. It shows there as under [marketing and distribution cost 

18:43], it's actually against administrative expenses. Just to note that obviously the EEG 

and the CDL, without that, it will have meant that we [would have been required to 

impair 18:56] more assets. So it’s basically [only thing] because asset impairment is 

what's considered after all the other [adjustment outcomes too 19:07]. 

As Baker has spoken about, our focus in terms of changing the Route-to-Consumer and 

here, what we'd be talking about is we have - we've had a Route-to-Consumer which 

has been heavily weighted towards customers who do not have different territory, 

customers who do not have a good capital in the market in the business, customers who 

relied on us wholly for managing and helping their working capital.  

So, to get to - from that perspective, to reduce the number of distributors to about 90 

covering specific territories across the country and then making sure that they have the 

right level in terms of their - in terms of capital and they have a bank guarantee, they 

have an overdraft facility. So, some of our customers - our existing customers were 

falling by the wayside. Although we mitigated some of them by, obviously, things like 

[inaudible 20:07] giving incentives to reduce their over dues and all that. Though still 

some which we had to [repair 20:16]. The most which we are talking about is about 

₦2.1 billion, which is highlighted there. 

Lastly, all the amounts which we have done in terms of [palliative 20:23] care, all the 

donations that Baker spoke about, the assistance to our people as far as transportation 

is concerned, masks and sanitisers for not just the people who are in the brewery, but 

also all our commercial people nationwide. That came with – at a cost. So, all the 

COVID related direct costs that we have incurred come to about ₦774. 
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So, that’s on the reported basis there is a significant operating loss. But on an underlying 

basis you can actually see that relatively is, yes, less than last year. Given obviously the 

[inaudible 21:06] and the top line is low. But is not as disastrous as what the reported 

profit will be.  

Finance cost, just talking through that. We had much more in terms of the funding 

within the year. I just want to clarify that by the time we were closing the year, our 

funding position had significantly improved. But the ₦4.5 billion that you’re seeing 

[there 21:29] is the [reflect 21:31] the overall year's impact in terms of finance cost.  

We’ve also been significantly hit by the devaluation of the Nigerian - of the Naira over 

the last few months and mainly on the trading balances. So, we still have some balances, 

some things which we do with - we buy, which are foreign currencies nominated. That, 

when you re-value that and so that has contributed quite a bit to the finance costs. 

So, overall, we have a profit, before taxation, of about ₦17.1 billion, which comes to 

about ₦12.3 billion when we allow – after tax. 

So, the main thing, I think, to take away is to [inaudible 22:16] there are several 

significant one-offs mainly driven by the COVID environment, by our change in terms 

of Route-to-Consumer, but also by the fact that we needed to review all the balances in 

line with IAS36 requirement. So, those will deliver significant one-offs and we want to 

call them out in terms of our – before I read out the financial statement. 

Going to the next slide, slide 17. Actually, it’s in a much better place as far as working 

capital is concerned. You can see we had higher inventory. This is mainly driven by the 

forecast. Obviously, Quarter 4 was much lower in terms of sales and we [did 23:01] a 

little bit of stock within the – towards the end of the year. We believe that this is – a lot 

of this stock is after a lot of review in terms of the provisioning. We continue to look 

through that provision towards this financial year. 

We’ve already talked about trade debtors and how big that was. A reduction from ₦20.5 

through to – ₦22.6 billion to ₦2.5 billion on the net trade receivables. So, total debtors 

are reduced by 28%. Included in the total debtors’ number is the relative balances from 

– [reduced property 23:43] balances, which we have already received at the point of 

August. So, as we’re speaking today, right now, that number has gone down. In fact, 

that is only trade receivables we are talking about. 

Similarly, creditors were – we had a meeting about the same. Within that number is [a 

related pack of 24:00] creditors, which are mainly around their [core 24:03] of royalties, 

which we did within the financial year. 

Overall, working capital has ended up in a much better place than we have had before 

and we expect that this will come through. This introduces basically in effect, although 

we have a difficult issue – we have a performance issue in terms of profit for F20. We 

actually feel that we are in a good place as far as the capital structure of the organisation 

is concerned. Yes, equity was impacted by the loss and that has come through in terms 

of what you are seeing. But if you look at net debt to equity, we are still about 24.4%. 

We always make sure that we are no more than 50%, as far as that is concerned. 

Net debt to EBITDA, crept up above our target of 1.0x multiple to 1.23. We do believe 

that once it is stabilised or at least comes back to the new normal, in F21 the EBITDA 

and the [inaudible 25:07] debts [element 25:07] will also reduce. At the same time, as 
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far as cover is concerned, we still have sufficient cover as far as the net interest is 

concerned.  

So, capital structure wise, we feel comfortable. We just need to obviously work to 

ensure that the EBITDA goes back to the pre-2020 [amount 25:28].  

Cash position isn’t as good as at 30 June. So, we continue – we have seen quite 

significant. We were able to reduce all our overdrafts within the year. We were – 

although we also [did 25:43] – we also took on some commercial paper. You see the 

commercial paper in effect funded quite a bit in terms of the overdraft. 

There – we have ended up with a short-term loan of ₦2 billion. I am proud to say, as of 

today, the last ₦2 billion has already been paid. I can also say that the overdraft has 

already been paid. So, we are finding ourselves in much better cash generation, again 

because of what we have done, as far as the trade debt is concerned, that’s allowed us 

to collect quite a lot of cash, allowed us to reduce the risk and that has allowed us to 

change how much the debt is. 

So, this closing position of 23.2. I can tell you, for sure, that actually about ₦4 billion 

of that has already been reduced, as we speak. Mainly because of our ability to pay that. 

More importantly, the cash collection is very, very strong from that perspective. We 

still know that we remain in a very tight environment. It is going to be tight [inaudible 

26:45] in Nigeria in this year. 

Currently, there’s a significant challenge as far as liquidity is concerned. The good thing 

is that we have [inaudible 26:54] keep some out of - part of the cash is we keep about 

42% of that. As of the end of the year, it’s about 6 million that we have, at least, for 

most of the [urgent 27:03] kind of budget. That holding of that cash helps us in terms 

of avoiding the challenges which are all over through the market. 

So, in short, the financial results for F20 are in effect a correction – have a lot of 

correction items. We believe we’ve set up the business in a great way as far as the 

consumer is concerned. We believe we have reduced some of the overcapacity in some 

of the assets, that we did not need with our current strategy and that will bear fruit. We 

believe, as far as trade debt is concerned, we have significantly mitigated our credit 

risk. That will allow us a much better position. We also… 

[Unidentified Female 1 27:56] 

We lost Mr Njoroge’s line. I’m trying to join him again. 

 

Baker Magunda 

Chief Executive Officer 

Yeah, I think Stanley was just. I think what Stanley was starting to do there is just 

summarise the key messages from the financial numbers. I will not attempt to repeat 

the story there, but really it’s saying Q4 I believe that’s where [inaudible 28:48] is 

sharing the [view 28:49] for the full year is really the correction that is [inaudible 28:54] 

in the organisation. De-risking much of the areas where we saw risk. Impairing the 

assets that [inaudible 28:59] the assets now and the future strategy [inaudible 29:06]. 
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Taking the opportunity to correct our Route-to-Market. Bringing in much, much 

stronger cash inflow and all of that is showing up in the cash position that Stanley has 

shown. 

I’m sure there will be some questions which we can answer. But I think that [inaudible 

29:22] what is the future for F21? What are the priorities that we see? I think that is on 

slide 21. The F21 strategy that we are [inaudible 29:35] really starts with Guinness. 

Growing share of Guinness is a big call out for us. The reason for that is that we are the 

leading stout, great margin, good distribution. A new Route-to-Market and a lot of 

exciting new campaigns around brand Guinness. So, we’re feeling very bullish in 

Guinness. Momentum is good. It has been good for some time, even before the crisis 

hit us.  

We want to continue strengthening this brand for [inaudible 30:04]. We are spending a 

lot of money at the moment dealing with the [inaudible 30:12] price unit. So, expanding 

our footprint and using the new distribution network. Then, finally, protecting our 

margins through all the work we are doing and for the future [on efficiencies 30:22] 

within the organisation. 

The figure [inaudible 30:26] on mainstream. As you’ll have seen, [we’re 30:28] the 

only country [that has really inaudible 30:29] in spite of all the crisis [we faced 30:31] 

in Q4. A real big momentum behind our mainstream spirits, their growing share, the 

improving margins. We feel, we need to continue doubling down on [inaudible 30:43] 

mainstream spirits. We’ve got good capacity already installed [inaudible 30:48] assets. 

The growing equity of our key brands. We’ve got fresh new campaigns and we’ll be 

seeing new campaigns that are breaking even from today. Expanding the distribution 

footprint. We’re already getting closer to having identified [inaudible 31:03] 

distributors across the country and we still have another 150 to go. So, we’re continuing 

to spread out in the countryside.  

Then, obviously, we do a lot these things by correcting margins. You may have noticed 

that a week or two ago we took some fire sales on most of our mainstream spirits brands 

because we are not convinced [and continuing making sure that the cost 31:34] that we 

are seeing, the [inaudible 31:27] see our opportunity for professional [inaudible 31:33].  

I think, the [inaudible 31:38] areas of premium spirits, growing our share [inaudible 

31:42] strong growth, [inaudible 31:41] new innovations that we lodged six months 

ago. It’s a single malt [inaudible 31:51]. 

 

Unidentified participant 

We’ve lost Mr Magunda, now. 

 

Stanley Njoroge 

Finance and Strategy Director 

Let me continue one, because – until – apologises ladies and gentleman. Unfortunately, 

the [unclear 32:10] lines are not [inaudible 32:13] very, very good today. 
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So, we’re really talking about what we are going for as far as the premium spirit is 

concerned. Continuing growing share, making sure that all the Johnnie Walker remains 

to be the most iconic spirit, international spirit, drink in Nigeria. Ensure that we 

continue to hold equity, expand the footprint and we protect margins. Again, been much 

more up front in terms of conversations about pricing. Especially given the [fact that 

this category has been impacted 32:47] significantly by the [Naira devaluation].  

Last, but not least, our malts and RTDs to hold share, to hold equity, to expand footprint. 

The main thing is to ensure that [the bases 33:01] absorbing as much of the cost in the 

brewery as a [flanker 33:05] to our Guinness strategy. 

So, that is what we are focusing on. We obviously still have lager in the portfolio, but 

in terms of the focus – the main key areas of focus for us starts with the Guinness Stout 

and the newly introduced Guinness Malt. Mainstream spirit big driver of growth. 

Growing very, very well. Very good margins. International premium spirits continue to 

ensure that we are holding and growing share there. At the same time, ensuring that 

malt and RTDs – RTDs actually have very, very good margins. So, do [non-alcoholic 

malts 33:45] but they also help [productivity 33:46] in terms of filling the brewery, the 

packaging line and the [inaudible 33:52] at brewing facilities, as well. 

So, that’s really it as far as the F21… 

 

Q&A Session 

Unidentified participant  

I think he was done now. 

Unidentified participant  

I’m back.  

Unidentified participant 

So, we can actually… 

Unidentified participant 

I’m back on.  

Unidentified participant 

So, we can actually go into the Q&A section. [Val 34:46], if you can just remind 

everyone what they need to do when they want to ask a question please. 

Unidentified participant  

Apologies, we are trying to re-establish the connection with both speakers.  

Baker Magunda 

I’m here. This is Baker. 

Unidentified participant 

Val, can you remind everyone what to do when they have a question please. 

Unidentified participant 
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Of course. Thank you very much for your patience. So, as a reminder, if you’d like to 

ask a question or make a contribution on today’s call, please press star 1 on your 

telephone keypad. To withdraw your question, please press star 2. Please ensure your 

line remains [muted locally 35:26]. You will be advised when to ask your question. So, 

again, press star 1 on your keypad. 

We do have our first question in the queue. The first question comes from the line of 

[Otinda Ogaleya 35:38] from Stanbic IBTC Pensions. Please go ahead. 

Otinda Ogaleya (Stanbic IBTC Pensions) 

Good afternoon and thank you for the call. I did have some [inaudible 35:49] question. 

The first one is [about the 146% 35:52] decline in the premium spirits. Could you 

attribute this to a logistics problem or do you see that there is significant shift in 

consumer consumption [patterns 36:02].  

The second one is looking at the [lager 36:04] contribution. In 2017 it was 20% and 

then coming into 2020, [inaudible 36:10] to top line. Could you state in specific terms, 

how you intend to reposition this segment? 

Also, the third question is on [your admin 36:20] expenses. [Inaudible 36:23] expected 

that [cost to receivables inaudible 36:22] given the impact of the lockdown. By looking 

at the [admin 36:26] expenses [inaudible 36:29] could you give – could you shed some 

light on what led to that increase and also, I noticed that there was a cut back of [10 

billion 36:29] during the period. Could you state in what area of [inaudible 36:41] in 

your expanding capacity? 

Finally, the final question is on your [related party loans 36:46]. Given the current [FX 

36:49] crisis, how do you intend to [inaudible stressed evaluation 36:55] in 2021? Do 

you intend to [revalue these 37:01] or do you intend to pay it off? That’s it for my 

questions. Thank you. 

Unidentified participant 

Thank you. Since you’ve got a number of questions in one, I think we’ll take this batch 

of questions. I know Stanley wasn’t here for some of the [inaudible 37:15] at the 

beginning. [Inaudible 37:18] if you can just repeat the questions. 

Baker Magunda 

Yes, and I’m back. Can I try and answer the questions from [IBTC 37:37]? 

Unidentified participant 

Okay. Baker, go ahead. 

Baker Magunda 

So, let me start with the question on premium spirits. If you saw in the section Stanley 

was talking to, we had to call back stocks from distributors who were going to close in 

the market. So, in that number, they reflect a reversal of sales because we had closed 

down some distributors and collected the stock back. So, the 145 does not represent a 

trend at all. It’s part of the correction that we had to make. That’s on premium spirits. 

In my section I said to you that when you look at the three segments in the alcohol 

market, premium side of the market is growing. Over the last 12 months, you see that 

premium growth is back. Mainstream remains depressed in value during the crisis was 
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going down first. So, we are not worried, at all, with what you are seeing in the numbers. 

It was the correction we had to for the accounting for by reversing out some sales for 

the distributors that we are closing. 

Talking about lager, if you’ve been attending our last three or so calls, we’ve already 

declared that lager doesn’t make money. We don’t have the [right tech drive 38:54]. It 

is margin dilutive and we will be de-emphasising lager. Our [inaudible 38:59] is to 

come back into lager [inaudible 39:02] in the future with a premium lager. We’ve 

started testing with Guinness Gold in Lagos.  

You’ll have seen the total market [inaudible 39:16] taking price over the last three years. 

That’s how well we’re going. The cost of production has been going up. Distribution is 

difficult. So, lager’s a category [inaudible 39:25] at the moment and we have decided 

to de-emphasise that until we come back with premium solutions in that category. So, 

at the moment, we are slowly de-emphasising. We’ve moved out of the [value 39:39] 

segment. We are moving out of the lower mainstream. We have a little, especially at 

the moment, in mainstream, but we shall be phasing that out and coming back with the 

premium, as well. 

On CapEx, as you know, when you’re running the kind of equipment as we do have, 

you’ll always be buying new replacements and spare parts for your ongoing assets. I 

mean, I can show you the whole list of what we buy, what nuts and bolts we [inaudible 

40:06] to keep our breweries running. But this was in the areas that we think we need 

to continue investing in. Some of that was CapEx that we needed to expand a little in 

the places we mentioned 40:19] - spirits. Replacement and refurbishing of our main 

beer lines that are running. Guinness and Malta Guinness. So our capital is very, very 

[choiceful 40:30] where we invested CapEx in F20. You will be seeing that going 

forward that the [inaudible 40:36] we are doing that will only be investing CapEx in 

areas that support the strategies we have chosen. [Inaudible 40:44] I might have missed 

some of the… 

Stanley Njoroge 

Let me answer the other two questions then. I think there was a question on why 

administrative expenses have increased. I have said in my presentation that included in 

administrative expenses are two one-offs. One is the 2.7 customer deposit liability 

adjustment. The other one is the other - the accumulated COVID [inaudible 41:11] 

expenses of about [₦774 41:13]. 

If we strip that out the underlying growth incomes of their administrative expenses is 

actually around 10% which is probably in line with a growth like we have seen and the 

adjustments which were made in with – at the beginning of the financial year in terms 

of salaries and obviously with a union. So that is the main reason behind the 

administrative expenses. 

In terms of our intercompany loan, yes, we are very cognisant in terms of that. Our 

hands are tied by the fact that obviously we would want to refinance it but there’s [no 

forex 41:50] in the market at the moment to do that. So we are looking through the other 

options – what other options we can as far as this is concerned. We would want to roll 

it over but the only question is about whether it will be as a foreign loan or an [inaudible 

42:04] loan. 
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With the current environment it is very difficult to close this out but we expect it to be 

way before [May 42:11] for that decision to have been made and for us, as management, 

to have decided which way to go on terms of that. Just to give you a view in terms of 

[where 42:19] this loans comes across as a – and there’s a lot of questions which are 

coming – this loan is at LIBOR plus 475 basis points which means [basically at the 

moment we are getting this loans at just around 5% in terms of [inaudible 42:40]. 

So it is still – yes, the forex is a big concern for us. Obviously, with the interest rates 

and us being able to borrow in the commercial paper at 6% and 6.5% is also – meant 

that we also needed to [re-look 42:57] at this. So if and when we have the liquidity in 

the market to be able to do this we will refinance that loan. 

Unidentified participant 

Thank you. 

Unidentified participant 

The next question comes from the line of [Obirali Vinisola 43:18] from Chapel Hill 

Denham 

Unidentified participant 

Thank you for the presentation. So I have a couple of questions as well. So the first 

thing is as regards the excise duties.  

[Over-speaking] 

Unidentified participant 

So I have a couple of questions as well. So the first thing is as regards the excise duties. 

I understand that [inaudible 43:47] commences in June and you will be paying close to 

₦200 per litre on spirits. So is there any recent development on that with the Federal 

government. That’s the first question. 

The second question is I would just like you to give - going forward into 2021, you've 

[started to 44:09] mention it in your presentation but I just want to get it more clearly. 

So it means the business will be focusing on more spirits, Guinness, and RTDs, if I’m 

correct. Will management [inaudible 44:22] additional prices in this new year – for this 

new financial year for your business? That’s the second question. 

So the third question is as regards to your CapEx. CapEx was quite lower in – about 

14% on average in 2019 – in 2020 for you. So what’s your outlook for CapEx going 

into 2021 and what sort of CapEx expansion would you be investing on. The next 

question is as regard your loans, I quite [inaudible 45:00] of the presentation I quite 

don’t understand the acronyms of ICO and IFF. Right, if there’s more clarity on that, 

on what those acronyms are and [inaudible 45:11] explanation. 

I think my final question is as regards the impairments of ₦11.7 billion. I quite – I 

understand [you have tried 45:21] repeat this but my line went off so I couldn’t hear 

what he said. So I want to understand what [inaudible 45:29] PPE that was impaired. 

What exactly PPE on that. Just much more clarity on that. Then I think this should be 

my final question. You mentioned that management is de-emphasising on lager so can 

I conclude that the [AP 45:47] business or the [AP 45:48] product is going to be 

discontinued in the near future. 
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As well, I would also like to get an update on Guinness Gold [- how has it been so far 

in Lagos where it has been 45:57] introduced. Are there plans to shift to other [states 

46:02] in the near future? So I think with that I can wrap up my questions. Thank you 

very much. 

Viola Graham-Douglas 

Thank you, [inaudible 46:09]. So we will take this batch of questions – answer this 

batch of questions before we move to the next question. So Stanley, thank you. 

Stanley Njoroge 

All right. [Inaudible 46:20] thanks a lot for those questions. I think – we say this so 

many times but hopefully this time it will land. We are very clear in terms of our choices 

as far as where we want to participate. We also have been very clear for at least close 

to two years in terms of the role of lager and what we see on lager. Baker has just replied 

as far as least lager is concerned. 

There is a portfolio, yes, they are available. Is it ones in which we are putting investment 

behind? No. Why? Because the current environment is not conducive for when we are 

chasing margin as far as lager is concerned. It may be that [inaudible 47:04] will happen. 

It will change in there [inaudible 47:08] the entire [inaudible 47:08] environment both 

economically and competitively will change. [But that the 47:13] ability to pick price 

to make it profitable when that happens then I will re-evaluate. But based on where we 

are right now lager is still in our portfolio but it is not the focus area. So that’s – I just 

want to close that completely on that.  

Loans, ICO is intercompany loan which is revalued in Naira – into Naira to 8.7. IFF is 

basically the trading kind of [inaudible 47:42] LC and bills for collection kind of loans 

which we do as a normal part of our [inaudible 47:50] process. These are the main ones 

which drive some of the [inaudible 47:54] trade in risk thereof. Short term loan, 

commercial paper, and overdraft are the others which are there. 

CapEx outlook, Baker has also mentioned about that again but just to highlight again. 

Our focus on CapEx is really around ensuring that we maintain what we have where 

something is required and is going to be in line with a strategy of driving margins. For 

example, investment in either improving things relating to mainstream spirits. 

Investment in returnable package increase and bottles relating to things like Guinness, 

we will continue to do that. But we do not expect a significant increase in terms of 

capacity kind of CapEx relating to that. 

Focus areas, F21 focus areas we’ve already talked about in terms of where we are going 

to be which is Guinness, mainstream spirits, IPS and with the malt drinks and the RTDs 

are fronting that. Pricing, where the pricing opportunities will take them we’re very 

clear in terms of that. Especially so in terms of MSS – spirits, both imported and local. 

Imported because there is a significant term of forex impact with a devaluation. Local 

– a little bit also because of the import on some of the [inaudible 49:27] but mostly 

because of the changes in terms of their excise regime. The new regime for excise has 

kicked in, has been refined, and we’re expecting in the coming days even further 

changing in terms of that. 

We can only work with what we have, obviously engaging the government but we do 

know that the government currently is stretched as far as revenue is concerned. So the 
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excise regime on mainstream spirits has kicked and we’re expecting in the next few 

days another different change. Those will trigger reviews in terms of whether we need 

to take pricing further. In some cases, we have already made those decisions. 

So we feel much more comfortable in terms of ability to take pricing on the sprit side. 

On the beer and malt side that will really be dependent on the competitive environment 

because we are obviously the price followers in that case. 

Impairment, just to say it again, having worked through the IAS36 kind of impairment 

number that we went through in terms of mainly two items. The plants and the 

equipment, and returnable packaging. So if you look through our financial statements 

in the PPE note you will see where that – most of that write-off is. 

It’s mainly in terms of the PPE where – plant and machinery where we’ve looked 

through some of the old kits, some of the idle kits, some of the not so efficient kits and 

written them off and we intend to get rid of those as we go along. I hope that answers 

[inaudible 51:16] 

[Over-speaking] 

Unidentified participant 

Yeah, that answers my question [inaudible 51:17]. Thank you. 

Unidentified participant 

The next question comes from the line of [Opper Annie 51:25] from Cordros. Please 

go ahead. 

Unidentified participant 

Thanks guys. So first question from the slides I see in the volume units of measurement 

you have something called EUs. I’m not quite sure what that is so can you clarify? 

Baker Magunda 

Equivalent units. 

Unidentified participant 

Okay. Fantastic. 

Baker Magunda 

It means equivalent units. 

Unidentified participant 

Okay. Then the second question, so I’m loving that we’ve seen gross margin actually 

grow for the first time in about five years. I’m also liking that spirits is a bigger 

contributor to the share. Do you think that this can be sustained especially with the way 

the dynamic of the market has kind of changed with COVID, with the FX issues and 

also excise going up? So do you think that this is something that can be sustained? I 

know with premium spirits, there’s a lot of exposure to FX on that. 
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Then still on FX – I know you have a lot of [LCs 52:30] are they actually being 

honoured by the [CDN 52:33]? Are you finding the FX market and [inaudible 52:37] 

in this situation are you – what kind of volumes are you getting? What’s the average 

rate? That’s all my questions. 

Baker Magunda 

Okay. Viola do you want [inaudible 52:53] go with that? 

Viola Graham-Douglas 

Thank you for that. 

Baker Magunda 

…I go with that? 

Viola Graham-Douglas 

Yes. Let’s answer these questions. Thank you. 

Baker Magunda 

Okay. EUs I think has already [said the 53:00] equivalent units. Obviously, because 

between beer and spirits we’ve had to find a way of finding a common unit which allows 

us to look at volumes overall across categories. So equivalent units are what that is. 

Gross margin. Thanks a lot for recognising the work we’ve been doing on gross margin. 

I just need to highlight – it’s a [bit similar to 53:20] to conversations about pricing and 

FX as well. In many ways we have done quite well as far as reducing the forex kind of 

exposure. We have over about 80% of our input coming in locally [inaudible 53:42], 

the crates, bottles, all that coming in. Labels, all those things come in locally. 

There’s obviously some items which cannot be found. Some concentrates. Some 

[flavour 53:52] that are essential for our products which still have to be imported. So 

that has helped us a little bit in terms of reduce the forex exposure. But it doesn’t – 

hasn’t eliminated it and there’s very few manufacturing companies in Nigeria who we 

can say that they have eliminated it completely. 

So in terms of gross margin, our focus is number one: pricing. We know that for beer 

is challenged. But we also know for spirits – and we are very clear, we want to drive 

the right behaviour as far as pricing on spirits is concerned. If excise moves up, we take 

price. If costs go up [inaudible 54:35] because of FX we take price [in 54:38] where 

possible depending on that. 

We do know that that is a challenge and it’s always something you have to balance.  So 

we always have to balance that [inaudible 54:47] growing share you have to balance 

that with how much you want – or what kind of growth you want. But I think what we 

are very clear of is when we have –the category of beer may be a bit challenged in terms 

of pricing. On the spirit side we want to be much more clear in terms of where we can 

as much as possible the first – the default is we will take price on that. 

If you continue growing that – and we have seen that growth in terms of the 

contribution, if you continue to do that then that delivers in terms of the gross margin. 

It also helps the fact that spirts – mainstream spirits, IPS, and even RTDs which are 
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spirit based they are much, much higher margins by a factor of between two to three 

times what you can get from beer. So we are very clear in terms of that. That helps in 

terms of gross margin. 

Second, is to try as much as possible to lock in a bit more longer term for things that 

you have as far as budgeting is concerned for some of the key materials that we buy. 

May it be cereals, may it be things like plants and all those kind of things. So we try as 

much as possible to do that. It comes with risks. It is not going to be a linear process. 

As you know we do not make projections because we don’t know what we don’t know. 

Especially in this COVID environment we don’t know. You will see in some situations 

things are opening. In some situations, things are closing. So gross margin will continue 

being a focus area for us. We believe the best way to long term change is by focusing 

our strategic [business 56:22] which showed in slide 21. So that’s covered both. 

Now, in terms of FX we just – just like every other company we’re having challenges. 

We’re having significant challenges and it’s – until we – there’s nothing really we can 

- all we can do is work with our banking partners. We get a little bit here, a little bit 

there. You get rates which at some point you say, you know what? That doesn’t make 

sense. But you try as much as possible. 

You work on it on a day to day basis. So that’s keeping our people busy but it’s – I 

believe that is – it’s happening for everyone. So there’s really nothing much more you 

can do about that. I hope that was clear. 

Unidentified participant 

Yeah, thank you. One last thing, Raising the [Bar fund 57:16] from Diageo was 

Guinness a beneficiary at all? I know East Africa [countries 57:20] were. 

Stanley Njoroge 

Raising what? 

Unidentified participant 

Raising the Bar fund. 

Stanley Njoroge 

Okay. So the answer is yes… 

Unidentified participant 

Was Guinness – okay. 

Baker Magunda 

The answer is yes. The global number that was announced by our global CEO is the 

roll up of what every operating company had committed within the local P&Ls. Like I 

mentioned in my opening remarks we did an activation where we were helping 

bartenders and people who work in our industry who were clearly struggling. Bars are 

closed. They can't find food. They can't look after their personal body care. So we had 

to do something. 
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So it was a very simple mechanism. Consumers would recommend on a platform their 

most favourite bartenders and their areas where they usually go to entertain themselves. 

The quick selection [inaudible – technical difficulty 58:19] committed how they're 

going to do it and then all of this rolled out into the global number that you saw of 100 

million. They used the platform that had been sponsored by the global chain which we 

are going to continue using in the near future where we are helping out restaurants 

which are opening now. 

We’ve been doing a lot of education. Helping them with setting up electronic menus. 

Helping train the employees on how to sanitise and do all of this stuff. In some areas 

[inaudible 59:09] Johnnie Walker and Scotch whisky you will be seeing very soon we're 

going to be launching a campaign where [Scotch 59:15] will be helping the top end 

restaurants and bars to open up whenever they get their licences from the local 

governments. 

We’ve had a test in some of the outlets in Lagos last week and it is really looking good. 

[Inaudible 59:30] they don’t have the [inaudible 59:31] anymore and all of these things. 

So yeah, we’re feeling good that we’ve made the right decision and I think we’ve got 

the leadership that we need with a brand that can [save its 59:41] consumers and 

customers. So we’re feeling really excited in the kind of choices we are making and the 

kind of feedback we’re getting from customers. 

Unidentified participant 

Brilliant. Thank you so much. 

Unidentified participant 

Thank you.  There are currently no further questions in the queue.  Just as a reminder, 

please press Star 1 if you would like to ask a question. We do have another question 

[inaudible 60:00] and it comes from the line of Floris Steenkamp – Coronation.  Please 

go ahead.  

Floris Steenkamp – Coronation Fund Managers 

Good afternoon. I was wondering if you can maybe just give us some updates on current 

trading. Maybe how close you are to getting volumes back to pre-COVID levels. How 

does trading look at the moment? Then secondly, you have the slide with the 2024 

targets and getting to a 20% operating margin, if you can maybe just talk through that 

a little bit more? Is it all just about price? Is it volume? Are there some easy wins in 

getting that operating margin to the 20% level? If you can maybe just talk through that 

a little bit. Thank you. 

Viola Graham-Douglas 

Thank you for your question, Floris. Stanley, if you can go ahead and answer that one. 

Stanley Njoroge 

[Inaudible 61:17] will be giving out results in just about under a month in terms of our 

quarter results. There’s still so much which we don’t know and which we are learning 

every day. There’s so much in terms of which is still up in the air. So own trade is not 

officially open. There is a little bit in terms of dining kind of consumption happening. 
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We do [inaudible 61:52] – in some – different states have different kind of rules. So it’s 

very difficult to triangulate and see what is overall impact as we’re going on. But so far 

we’re feeling confident that the decisions we made will be – are bearing fruit and touch 

wood that will be showing that good results when we give the quarter 1. But so far it’s 

definitely very encouraging. 

But there’s still so much – this situation is very uneasy and very unlikely. You might 

have a situation where things are open and then things are shut as we’ve seen in South 

Africa and I think yesterday Rwanda as well. So we have to be careful in terms of 

making – we don’t make projections. All we can say so far we’re looking like we’re on 

the right trajectory but more will be shared when we do know what these results are. 

That’s the first part about that. 

The second question you asked was about – just remind me of the second question. 

Floris Steenkamp – Coronation Fund Managers 

Yeah, it was about what is going to drive the recovery. If it’s [inaudible 63:01] we are 

thinking about. 

Stanley Njoroge 

Okay. In many ways, actually a little bit of – when you look at that strategy [inaudible 

63:10] and you look at the outcomes that are coming in especially the three – the first 

three they are very, very interlinked. Like we’ve said, margins for spirits are 

significantly higher. The [fact therefore 63:24] – when we get to about a 30% - we 

deliver a minimum of 30%. I think we know in our East African business it’s closer to 

40% 

But even that 40% will deliver much more in terms of the contribution to the operating 

profit than would be – even in normal circumstances. So there’s an element of number 

one getting 30%. Number two, ensuring that we continue to gain value share on stout 

because Guinness has decent margins. Number three is about every element in terms of 

productivity. 

Productivity in this case obviously [inaudible 64:05] looks at – more internal but also 

taking the opportunities where they arise as far as pricing is concerned because we do 

know that the pricing – we’ve not been having much [by real 64:16] pricing 

opportunities. Especially in there. So when that comes we will be able to take those up. 

At the moment the excise duty [inaudible 64:25] remains raised, stable for beer, thank 

goodness and we – our hope is that that remains so that then at least there is no 

[inaudible 64:35] in terms of [that exact 64:37] category [without 64:38] price. 

Hopefully that helps. The [mainstream margin growth spirits 64:41] focus on growing 

the value share of Guinness, take opportunity in pricing when you get them, and from 

productivity ensure that you continue to be [inaudible 64:53] in terms of cost 

management as you go. 

Viola Graham-Douglas 

Thank you, Stanley. 
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Unidentified participant 

The next question comes from the line of [inaudible from Orenka 65:12]. Please go 

ahead.  

Unidentified participant 

Thank you for the presentation. Just a few on my side. So the first is in your 

normalisation of the performance for 2020, FY20, you did not mention – or maybe I 

did not hear you, where you talk about realities and technicalities. Now, if we look at 

that line on the year on year basis it’s down by roughly [₦3 billion 65:41] and where 

you roll that back it equates to roughly about 2.0% which is [what's missing 65:48] of 

net sales. 

So could you talk about – do you have any outstanding [product 65:51] they are waiting 

for from the NOTAP office? When that eventually comes through how are you likely 

to treat that in your next year? Are you going to treat it with the FY21 incremental 

number itself? Is that number going to be higher than what it should be for next year? 

They are the first. 

Could you also disclose what your excise through – I don’t think I heard that – you're 

excise through maybe [inaudible 66:21] than your gross revenue so we can see what 

the [reissue 66:24] is? Maybe lastly in my side is – I mean, I’m looking at your travel 

and entertaining expenses for the year. It’s up by like four times in the year when travel 

literally was ground to a halt for roughly four to five months. Could you just explain 

exactly what’s happened on that line? Thank you very much. 

Stanley Njoroge 

Thanks, [inaudible 66:50]. So let me just take the first one in terms of our TSF and 

royalties. Just to remind everybody is that – so up to last year at around – last year, there 

was an accounting note which had restricted accruing for any royalties and Technical 

Service Fees. That one was not approved by NOTAP. However, last year following one 

of the court cases which I say that it is not illegal the ban on accruing and approving 

[inaudible 67:34] and technical service fee was lifted. 

In last year’s number – and we call this – during last year’s call as well, we therefore 

took a significant impact because we took over the accumulated royalty and technical 

service fees for about two years within that one year. So that is the main reason why 

the number was much higher than last year than it is this year. This year is much more 

formalised point and therefore [they know 68:06] much. 

Please note, because you are accruing for it if – whatever we have – because we do have 

things which are pending with NOTAP which obviously has not moved much especially 

because of the kind of reduction in government activity. Those amounts are not going 

to impact the P&L because we have already accrued for them. There will however 

impact a related party creditor balance. 

So what we owe to – because in that case we will then be able to pay to – will therefore 

be able to pay to our related parties for those amounts. So it will be a balance sheet 

movement rather than a P&L movement. I hope that helps. Then second thing about – 

just before we get into – I just want to talk about this [TNE 68:58]. That – COVID has 

been with us for – since around March or thereabouts. 
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But sometimes it feels as if it has been for much longer. [Inaudible 69:08] we had [nine 

months 69:08] before then which required people to travel. TNE for us is not just the 

element of an outcome [inaudible 69:19] holidays and stuff like that. It is all the 

transportation that we do with our [commercial 69:25] people as they move across 

Nigeria. So all that falls under that. So yes, there is an increase that – within actually 

quarter 4. 

We actually reduced it significantly because we focused our people – we just told the 

people there, no more travelling. So right now there’s no travelling which is happening 

unless absolutely necessary. International travel is gone across the organisation. So 

there is very little which is coming through as far as [at this point in time 69:51]. It was 

your second question; it was [inaudible 69:57] excise rates in terms of [percentage 

70:01]. 

We don’t usually disclose that. Excise rate is basically for us is a bit more complicated 

and then it becomes very difficult because it would depend on the mix at any particular 

time would be different. So beer is ₦35. Spirit was ₦200 until a few days ago. So it 

becomes very difficult to actually work something which is – which makes sense that 

you can use in terms of working through that. 

So we usually – for that reason we do not usually disclose it because it changes every 

month depending on the mix of the product that you have [inaudible 70:36] – the 

product mix that you have in your business. 

Unidentified participant 

Okay. Thank you very much. 

Unidentified participant 

Thank you.  The next question comes from the line of [Afulla Abingmulla from 

FBNQuest 70:51]. Please go ahead. 

Unidentified participant 

Hi. Just a quick question. Could you speak on the drop in exports that you currently 

suffered and are there any steps in taking some [inaudible 71:03] loss of market share 

on your part? How are you trying to drive your recovery in sales outside of Nigeria 

from this level? Thanks. 

Viola Graham-Douglas 

Maybe we will take the next question from [inaudible 71:18] before we answer the 

question. 

Stanley Njoroge 

Is there another question? I’ll wait. 

Viola Graham-Douglas 

Yeah. We have a couple more questions. [Inaudible 71:31] can we get the next question 

as well before we answer? 
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Unidentified participant 

Of course. The next caller you mean?  

Unidentified participant 

Yes 

Unidentified participant 

Yes of course. So the next caller is [Esomina Azaloni from SBG Securities. 71:46].  

Please go ahead. 

Unidentified participant 

Thank you for the presentation. I think I’ll piggyback off the last question regarding 

your market share. I’ll say well done on being able to reduce your credit risk. Quite 

aggressive as you mentioned. So maybe you could just speak to what you're seeing in 

this quarter, the recovery, and how your trade partners are responding to reduce credit. 

If you really can be [competitive 72:20] across the beer and spirit categories with your 

current credit policy. Those are my questions. Thank you. 

Viola Graham-Douglas 

Thank you, [inaudible 72:32]. Stanley, we can answer this batch of questions next. 

Stanley Njoroge 

Okay. Baker, do you want to take the market share and the impact of the credit policy 

on the [inaudible 72:42]. 

Baker Magunda 

Yeah, that’s right. On market share – some of these questions are interrelated, honestly. 

It’s what it is you are measuring. All right. So our [trade 72:58] sales in the back end of 

the year were different and I will try to describe what those trade sales were. We decided 

that we will recover money and on account of that we’re willing to sacrifice sales in the 

short term in order not to lose money. 

As a consequence of that [inaudible 73:19 - 73:36] fresh customers we can take in the 

future. The consequence of that is that in some of the categories like premium spirits 

we had to call back stock that they couldn't pay for, [that would be a 73:49] risk, the 

trade exposure, but also ensure that we protect the efficacy of our brands like Scotch 

whisky. 

I think the third and final one was our pivot into premium spirits and mainstream spirits 

means that you are measuring yourself [against the 74:11] strategic pivot that you are 

making. We are really confident that we’re beginning to see share growth in the 

categories where we’ve chosen to be leaders. So we are really good with the share 

performance we are seeing on malt and Guinness. 

We are really good with the share performance we’re seeing on mainstream spirits and 

for Scotch as well. So dwelling on the last six months is difficult to make sense from a 

point of the share but rather what were the drivers of the top line performance. I think 
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that’s the explanation we’re delivering since we started the call to say correction, 

choices, setting up for the future, pivoting towards the strategy and then beginning to 

invest where we think we have the right [to win 75:02]. 

So I would be saying let’s see how the quarters start going and then we will be 

demonstrating whether the strategy is coming through or not. But as Stanley says, 

there’s still a lot of unknowns so we can't start predicting what the quarter is going to 

be like. But suffice it so say that we’re feeling confident with the start we’ve made. We 

don’t know what we don’t know. We still have the health crisis in COVID. 

The own trade remains closed so we don’t know. We cannot start putting up our hands 

and say, okay, this is what the quarter is going to look like. 

Stanley Njoroge 

All right. I’ll take the question on exports. Again, if you’ve attended a previous results 

announcement we’ve called this out and said, we lost – so [inaudible 75:50] part of 

what we used to have is that we used to produce more [inaudible 75:54] cans for our 

sister company, Guinness Ghana. They did invest in their own canning [inaudible 76:02 

- 76:18] exports. We’ve worked to try to mitigate that but it’s also a matter of 

competitiveness, to be honest. 

It’s about how competitive cost wise can we be and as we are trying to create market 

as a Diageo market in Africa. It’s been tough for some of them. We’ve had - yeah, some 

situations we could probably write a book about as far as trying to export out of here 

but suffice to say that will continue [cracking with that 76:52] because we believe that 

it’s the right thing to do although we do have to recognise that in many cases Guinness 

Ghana and Guinness Cameroon have many other people they can buy from and 

therefore we have to be competitive from that perspective. 

So we’ve not been able to recover the volumes we lost out of that loss of [Malta 77:12]. 

We have finished that. Now, we’re going to be – [inaudible 77:15] but that was the 

main driver towards F20 [inaudible 77:19] when you’ve lost those [inaudible 77:22]. 

Unidentified participant 

Thank you. We have a follow up question coming from the line of Opper Annie 77:35] 

from Cordros. Please go ahead. 

Unidentified participant 

Sorry, guys. I think you said you recently increased prices on mainstream, am I right? 

I just want to know how much the average price has increased. 

Stanley Njoroge 

The variation was very – was across different things so it’s basically like a blended low 

single digit kind of increase but it was – I mean, mid digit – single digit kind of increase. 

It is different – you are looking at the profitability of each of the brands [and SKUs 

78:13] and in some cases are making further decisions based on the impact on excise, 

the impact on [FX 78:20], on each of the individual ones. 
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Unidentified participant 

All right. Thanks. 

Unidentified participant 

There are no further questions in the queue so I would like to hand you back to Viola 

Graham- Douglas. 

[Over-speaking] 

Viola Graham-Douglas 

I was just saying thank you very much everyone for joining the call. Don’t forget that 

you can always send us an email if you have any other questions after the call. The call 

transcript is going to be available after the call on our website. So I’m going to hand it 

back to Baker now and I just encourage everyone one of you to stay safe wherever you 

are and thank you again. Baker. 

Baker Magunda 

Yeah. A big thank you one more time for joining these calls. The questions you ask 

help my team and I to refocus our minds to the strategy. The messages I would like you 

to take away from the call are the following. One is that although we had a very difficult 

Q4 in the numbers that you see before you that performance is largely driven by two 

elements. Internal, the choices we made to correct the business. External, which is 

obviously COVID and the fact that the trading was closed down for some time. 

Message number two is that we believe and still validate our strategy pivoting into the 

categories where we have the right [to win 80:04]. Categories that have higher margins 

and in categories where we can have price leadership. We remain cautious of the future 

depending on how this [inaudible 80:16] is going to behave. But we also do know that 

the government might get desperate in trying to raise revenue and therefore we continue 

very – being very watchful around [tax 80:28] and regulation and how that is going to 

go. 

We’re beginning to see other good signs of all the heavy lifting we’ve done in Q4 as 

demonstrated by the cash performance, trade reduction, implementation of the new 

[ROPC 80:43] and growing contribution of the spirits to our business. Productivity 

[inaudible 80:54] is definitely embedded in the organisation and we continue to be 

happy with our ability to deliver cost savings across most of the lines. We do recognise 

that in the quarter and therefore the full year we had some bumps and lots of adjustments 

that Stanley has taken time to explain. 

I will be asking that if you have any further questions for clarity in those one-offs that 

we have explained please reach out. Our P&L as we have shared it is a correctional 

P&L but we are confident it sets up the organisation for a future which is going to be 

stronger and begin seeing some of those benefits already coming through. 

The owners of the business, Diageo, the Board of Guinness Nigeria remain committed 

to continue to expand our business in Nigeria by participating in those areas where we 

think they are [inaudible 81:45] and they will bring back stronger profitability in the 

organisation in the mid through long term. We remain convinced that we have a very 
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good and engaged workforce which we will focus on to keep safe, to keep educating, 

and build capability and keep engaged. 

To deal with all the anxieties of the new ways of working and so far we’ve seen a lot 

of response which all is positive from our employees and that gives us a lot of strength. 

The good news is that we are beginning to see easing down of the lockdowns across the 

country and we believe that if there is no other outbreak in the pandemic the future 

looks like opening up some of the channels that are really material to our trading. which 

will help and we will be grabbing the opportunities as we grow. 

It is our intention to embed some of the new learnings in the organisation that we’ve 

picked up like dealing with e-commerce and delivering at home, building brands on the 

social media and digital, and moving away from some of the traditional dependence we 

had on the bars and the open market. We remain committed to the iconic brand of 

Guinness and our Scotch whisky. We will be accelerating our innovations once we feel 

the market is right to start innovating. 

We have a whole queue of innovations that we put on hold and we are always assessing 

when the right time is to come back into that. Thank you for all your questions. They're 

all very insightful. I hope you found the discussion open, frank, and honest. We will be 

appreciating any questions. Like Viola said if you have any questions we are happy to 

answer them properly. A big thank you. I will be handing back to you, Viola. 

Viola Graham-Douglas 

Thank you everyone for the call. We will be disconnecting now and I will look forward 

to seeing you again in another quarter. Thank you. 

 

[End] 


