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Massmart vision

Massmart is a South African-based, globally competitive,
regional management group, invested in a portfolio of
differentiated, complementary, focused wholesale and retail
formats, each reliant on high volumes and operational
excellence as the foundation of price leadership, in the
distribution of mainly branded consumer goods for cash.
The Group actively seeks the continual improvement of
performance in the portfolio and its parts, through strategic
and structural clarity, high market shares, excellent
management, principle-driven ethical leadership, costeffective technology and the sharing or agglomeration of
capabilities, knowledge, resources, influence and information.

In an attempt to align the Massmart
December 2013 Integrated Annual Report
with our vision, we have structured the
report through the eyes of our stakeholders:

OUR CUSTOMERSS
will regard Massmart’s wholesale and retail formats
as their first choice when buying those categories of
merchandise offered by the formats;

To this end, thought, leadership, individual and collective
performance, and collaboration throughout the Group
are appropriately rewarded, with executive management
incentivised predominantly on Group performance.

OUR COMMUNITYY

5

OUR EMPLOYEESS

WE HAVE MADE GOOD PROGRESS ON OUR

STRATEGIC
PRIORITIES:

IMPROVING

MARGINS

STRATEGIC
DISCIPLINE

AFRICA EXPANSION

AND

INNOVATION
BUILDING TRUST

As part of these priorities, in 2014 the Group will invest
in new retail formats and new categories. We will be
trialling new formats in East and West Africa; will open
more low-income home improvement stores in South
Africa; and will launch new e-commerce offerings in
our brands. New or extended categories include Fresh;
Clothing; and Food Retail. Additionally, we will focus on
owning more of our stores, will rationalise some stores
in certain over-traded markets, and will continue to
invest in product quality and safety.

including Government, will regard Massmart
as a socially accountable corporation;

will regard Massmart as the preferred employer in the
retail industry;

OUR INVESTORS
will regard Massmart as a portfolio rendering superior
returns relative to the JSE Retail sector; and

FINANCIAL
STAKEHOLDERS’
GUIDEHIGHLIGHTS

The Board of Massmart is responsible for
directing the Group towards the achievement
of the Massmart vision and mission and
whilst doing so are also accountable to
certain governance frameworks.

Scope of the Report
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OPERATING PROFIT
The scope of the Massmart Integrated
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with the framework concepts and
EMPLOYEES:
SUPPLIERS:
the measurement and recognition
Massmart employs over 37,500 people across it operations.
Massmart sources goods and uses the services of over 8,000
Many thousands more rely on our employees for their livelihoods.
requirements of International Financial
active
suppliers.
2012: R1,193.8m
2012: R1,027.0m
Our Community p.20 – p.37
Reporting Standards, the JSE Limited
Group Annual Financial Statements
Divisional reviews p.12 – p.19
WEB:
www.massmart.co.za/iar2013/groupafs
Listings Requirements and the
TRADING PROFIT
CASH GENERATED
Letter to stakeholders p.5
Divisional
reviews p.12 – p.19 requirements of the Companies Act,
MARGIN
BEFORE
FROM
OPERATIONS
Our Business WEB:
www.massmart.co.za/iar2013/ob
Letter to stakeholders p.5
INTEREST AND
No. 71 of 2008, as well as the King
Group Financial Director's review p.56
2
COMMUNITIES:
TAXATION
Code of Governance Principles.
Our Community p.20 – p.37
Massmart operates from 346 stores in South Africa and
WEB:
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UP BY 96.0%

3.0%

R3,736.6m

BEFORE FOREX

CAPITAL EMPLOYED
BEFORE FOREX3

25.9%

OUR SUPPLIERS
will regard Massmart as a valued partner in
accessing and understanding their end-consumers.

CONTE

FOR THE YEAR ENDED DECEMBER 20131

JAN

35.0%
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2012: 30.8%
Analyst presentation and preliminary
announcement

2012:
• 36.2%

Final dividend declared

DIVIDEND
PER SHARE

RETURN ON
•
INVESTED
CAPITAL

Publication of Annual Report

421 CENTS

18.2%

Annual General Meeting

2012: 421 cents

2012: 17.7%

Cape Town institutional investor roadshow

Johannesburg institutional investor roadshow
Final dividend paid

Analyst presentation and preliminary
announcement
1
Cape Town institutional

is driven by a focus to meet the expectations
of all of our stakeholders. In doing so Massmart is
aware that that we must embrace the requirements
of the relevant governance and regulatory
frameworks, as well as corporate best practice.

Interim dividend paid

•

Johannesburg institutional roadshow

More detail on headline earnings per share can be
found in note 11:
WEB:
United States institutional investor roadshowwww.massmart.co.za/iar2013/groupafs

Financial year-end

JUL

AUG

SEP

OCT

NOV

‘Definitions and formulas’ can be found in
‘Our Investors’ on p.81
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CONTENT OF THE REPORT,
MATERIALITY AND ASSURANCE
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•
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United Kingdom institutional investor roadshow

JUN

APPROVAL OF THE INTEGRATED ANNUAL
2
REPORT AND ABRIDGED AFS

•

INTRODUCTION

OUR BUSINESS

•

The comparative numbers used above are for the 52 weeks ended
December 2012.
Walmart integration and related costs have been included in the prior
roadshowfinancial year.
3
Prior year numbers exclude the effect of Walmart costs.

Interim dividend declared

OUR BUSINESS

•

INTRODUCTION

Massmart mission

NOTICE OF AGM

STAKEHOLDER

•
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PROPOSITION
•
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•
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•
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•
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Read more

•
LETTER TO STAKEHOLDERS

•

Refer to web

5
Definition
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WEB:

›
›
›
›
›

www.massmart.co.za, under the ‘Investor Centre’ tab:
Register documenting the assessment of all 75 principles
of King III;
Corporate Governance Report;
Approval of the Audited Annual Financial Statements
(including the Auditors’ Report);
Group Annual Financial Statements and notes to the Group
Annual Financial Statements; and
Company Annual Financial Statements and the notes
to the Company Annual Financial Statements.

Materiality
Management’s interpretation of materiality has been applied
in determining the financial and non-financial content and
disclosure in this report.

Assurance
Massmart applies a combined assurance model, which seeks to
optimise the assurance obtained from management and internal
and external assurance providers.
Management provides the Massmart Board with assurance that
it has implemented and monitored the Group’s risk management
plan, and that it is integrated into day-to-day activities. Management
is responsible for monitoring and implementing the necessary
internal controls.
The internal audit function, overseen by the Group’s Audit
Committee, assesses the effectiveness of Massmart’s system of
internal control and risk management. The Group receives external
assurance on certain aspects of the business. For example, our
External Auditors, Ernst & Young Inc. provide an opinion on the
fair presentation of the Group’s Annual Financial Statements.

The Group Audit Committee ensures that the combined
assurance model introduced by King III is applied to provide a
co-ordinated approach to all assurance activities and addresses
all the significant risks facing the Group. The committee also
monitors the relationship between the external service providers
and the Group.

CH
A

SE
BU LL
Y
GENERAL MERCHANDISE
DISCOUNTER AND FOOD
RETAILER

MARGIN

OVERALL GROUP STRATEGY AND
PERFORMANCE MANAGEMENT

HOME IMPROVEMENT
RETAILER AND BUILDING
MATERIALS SUPPLIER

Y
BU LL
SE

The Massmart Integrated Annual Report is our primary report to
stakeholders and, as per the practice adopted last year, includes
summarised financial information. The following content is
available on our website:

low

MASSMART
HOLDINGS

B
SE UY
LL

Content of the Report

MASSDISCOUNTERS

VOLUME

COST

AND SHARED SER
EL
VI
N
N

MASSCASH

STORES

high

low

WAREHOUSE CLUB

FOOD WHOLESALER,
RETAILER AND BUYING
ASSOCIATION

376

MASSWAREHOUSE

S
CE

4

DIVISIONS

12

COUNTRIES

Massmart’s strategy is to
be considered a leader
by all stakeholders in our
chosen markets within
sub-Saharan retail and
wholesale distribution.

LL
SE UY
B

Massmart is a managed portfolio of four divisions, each focused on highvolume, low-margin, low-cost distribution of mainly branded consumer goods
for cash, through 376 stores in 12 countries in sub-Saharan Africa. We are
a South African retailer and wholesale distributor, with 346 stores in South
Africa and 30 stores in other countries in sub-Saharan Africa.

MASSBUILD

Approval of the Integrated Annual Report and
abridged Annual Financial Statements (AFS)
The Massmart Board of Directors confirm that they have
collectively assessed the content of this Integrated Annual Report
and have approved it for release to Shareholders.
This Massmart Integrated Annual Report for December 2013
contains audited abridged AFS which comprise a summary of
the audited AFS prepared by the Company for the year ended
December 2013.
The preparation of the Group’s consolidated results, from which
these summarised AFS were derived, was supervised by the Group
Financial Director, Ilan Zwarenstein, CA(SA). These results have
been audited in compliance with any applicable requirements of:
the Companies Act and were prepared under section 29(1) of this
Act; requirements of the JSE Limited Listings Requirements for
abridged reports; as well as the information required by IAS 34
Interim Financial Reporting.
A full set of the Group AFS can be found at:
WEB:
www.massmart.co.za/iar2013/groupafs.
The summarised AFS for the year ended December 2013, as
described above, were approved by the Board of Directors on
10 April 2014 and were signed on its behalf by:

Massmart offers a unique investment proposition:
STRATEGIC AND STRUCTURAL CLARITY

LOW RISK

Through four focused Divisions, each a leader in its target
market and business model, where additional value is created
through inter-Divisional collaboration and behaviour is aligned
through short- and long-term incentives, while adhering
strictly to organic and acquisitive growth criteria.

Earnings underpinned by high cash generation; sensible
financial leverage; and conservative through-the-cycle store
opening plans.

MANAGEMENT DEPTH, QUALITY AND DIVERSITY

R

The 47 Group and Divisional Executives hold 75 qualifications,
of which 55 are degrees; are an average age of 37 years; and
15% are African, Coloured or Indian.

R
R
R

DIVERSIFICATION

R

R

R
R
R
Grant Pattison
Chief Executive Officer

Ilan Zwarenstein
Group Financial Director

GROWTH

Merchandise – Massmart is the second largest distributor
of consumer goods in Africa, and is the leading retailer
of general merchandise, liquor, home improvement and
building supplies, and the leading food wholesaler;
Formats – trading through a variety of formats;
Customers – serving all mass-market consumers;
Geography – operating in 12 sub-Saharan
African countries.

Continuously improving the productivity of capital, space
and labour;
Strengthening Supply Chain activities;
Up-weighting Group private label efforts;
Complementing store growth through targeted acquisitions
and greenfield opportunities; and
Expansion into Food Retail through Cambridge Foods,
Game Foodco and Makro Fresh.

GOOD GOVERNANCE
R
R
R
R
R

Board composition – three executive and seven nonexecutive directors, four of whom are independent;
Recognised record of good disclosure;
Compliant with King III Report and the JSE SRII;
Member of the Ethics Institute of Southern Africa; and
Founding member of the Institute of Directors.
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LETTER TO STAKEHOLDERS
FOR THE YEAR ENDED DECEMBER 2013

SOCIAL AND RELATIONSHIP CAPITAL

is addressed in the ‘Our Community’ and ‘Our Business’
(in the Social and Ethics Committee Report) sections;

HUMAN CAPITAL

is addressed in the ‘Our Employees’ section;

FINANCIAL CAPITAL

is addressed in the ‘Our Investors’ section; and

MANUFACTURED CAPITAL

is addressed in the ‘Our Customers’ section.
We will be following updates on this background paper, and will
integrate the principles in more detail going forward, should the
background paper be approved.

L

SO

ITAL
P
A
C
AL
L
R
CAPITA
U
L
A
U
CT

is addressed in the ‘Our Business’ section;

NA
T
I
N
T
ELL
E

INTELLECTUAL CAPITAL

Most will be aware that Massmart changed its financial year-end to December
with effect from December 2012. This means that this report includes audited
financial information for Massmart’s 53-week reporting period to December
2013, but that the comparative period used in the Group and Company
Annual Financial Statements is the audited financial results for the 26 weeks
ended December 2012.
It is our second report to shareholders in a new format, where some of the
sections are now only shown on our website including the Group Annual
Financial Statements, the five-year review, the Company Annual Financial
Statements and further information relating to Corporate Governance.

AL

is addressed in the ‘Our Community’ section;

CONCEPT OF
CAPITALS

L
TA

NATURAL CAPITAL

AL

ACTU R ED CA P
NUF
ITA

Massmart has not adopted the new outline proposed by the IIRC,
and we will only report formally against these principles once the
framework has been approved, but activities and performance
relating to the concept of capitals are covered in the following
sections of our Integrated Annual Report:

A

NATUR
AL
C
AP
HUMA
IT
N
C
AP
I

When reported together, these capitals represent an
important picture of an organisation’s value creation.
All organisations depend on various forms of capital
for their success and the IIRC believes that businesses
should report in terms of the different capitals and that the
capitals should be part of the organisation’s business model
and strategy.

F IN

L
TA

In March 2013, the International
Integrated Reporting Council
(IIRC) released a background
paper talking to the Concept
of Capitals, which explores
the multiple capitals that are
recognised as a fundamental
concept for reporting and they
defined six types of capitals
for the purpose of reporting.

NATURAL CAPITAL
ELATIONSHI
ND R
PC
A
L
AP
A
I
I
C
N C I A L C A PI T

MA

Concept of capitals

Forward-looking statements
The Massmart Integrated Annual Report includes forwardlooking statements which relate to the possible future financial
position and results of the Group’s operations. These statements
by their nature involve known and unknown risks, uncertainties
and other important factors that could cause the actual results,
performance or achievements of the Group to be materially
different from the future results, performance or achievements
expressed or implied by such forward looking statements, as they
relate to events and depend on circumstances that may or may
not occur in the future.
Factors that could cause actual results to differ materially
from those in forward looking statements include, but are not
limited to, global and national economic and market conditions,
competitive conditions, the cyclical nature of the retail sector,
credit and the associated risks of lending, inventory levels and
regulatory factors.
The Group is not under any obligation to update or alter any
of our forward-looking statements publicly, whether as a result
of new information, future events or otherwise. Investors are
cautioned not to place undue reliance on any forward-looking
statements contained herein, as they have not been reviewed or
reported on by the Group’s External Auditors.

MARK LAMBERTI
OUT-GOING CHAIRMAN

GRANT PATTISON
CHIEF EXECUTIVE OFFICER

GUY HAYWARD
CHIEF OPERATING OFFICER

Overview
For the year ending on December 2013, Massmart’s total sales
increased by 9.8% over the previous year’s 52-week period.
Boosted by the additional week’s sales and the foreign exchange
translation profit caused by the weakening Rand, Operating Profit
increased by 26.0% and Headline Earnings increased by 29.9%.
The difficult South African consumer environment was reflected in
52-week comparable stores’ sales of 3.8% with estimated product
inflation of 2.7%. This is the sixth year that Massmart’s product
inflation has been below South African Consumer Price Inflation.
Adjusting for foreign exchange translation movements in both years,
Walmart transaction costs in the prior year, and the 53rd week,
the Group’s underlying operating profit performance decreased
by 7.0%.

This was an improvement on the half-year’s performance as
management responded with greater cost control and margin
management given the deteriorating sales environment.
All Divisions performed well relative to their chosen markets other
than Game South Africa which was caught in the very difficult
trading environment of selling durable goods to financially
challenged low- and middle-income consumers.
Pleasing progress was made in the implementation of the Group’s
strategies and operationally and strategically we are much better
positioned than a year ago.

6 Introduction
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LETTER TO STAKEHOLDERS continued
FOR THE YEAR ENDED DECEMBER 2013

Environment
Commentators are forecasting a difficult South African consumer
economy in 2014. The recent interest rate hike seems certain
to make things more difficult for middle-income customers who,
as suggested by the consumer credit statistics, are in a weak
financial position. By contrast, the upper-income customer
appears to be in a better financial position but their spending will
be dependent on their confidence levels.
We seem to be in an unusual retail cycle. Retailers’ recent results
confirm that sales of non-durables and semi-durables are outperforming those of durables, a situation typical of a higher
interest rate cycle where interest rates had been increased to curb
inflation. But interest rates have until recently been at historical
lows and so one might expect the opposite sales trends. This
suggests that cyclical retailers are starting a rising interest rate
cycle already under some pressure, and so managing cyclicality
is becoming a key management skill.
As the economic landscape is changing, so is the customer
landscape, particularly in our historically core categories of
General Merchandise and Wholesale Food. The change in
technology to tablets and smart phones, for example, is changing
the spending patterns in many of the General Merchandise
categories including digital cameras, laptops and toys. This megatrend, amongst many other minor ones in General Merchandise
categories, requires us to reposition both our offering and space
allocation. The 2012 demise of a major South African wholesale
food competitor and its subsequent disposal to independent
operators is changing the distribution patterns of basic food
across South Africa and requires us to trade in new ways.
In both the Home Improvement and Food Retail industries we
are leading change, albeit being relatively new entrants into Food
Retail.
The economic performances of countries outside South Africa
have been mostly positive, although there are some early signs
of currency issues in a couple. The weaker Rand bolstered our
reported Rand performance of our non-South African operations.
Currency liquidity and pricing remains the greatest risk.

Divisional Operational Review
Massdiscounters
SALES

143 +8.6%

TRADING PROFIT BEFORE
INTEREST AND TAX
DOWN BY

STORES

39.3%

Comprises the 121-store General Merchandise discounter and
Food retailer Game, which trades in South Africa, Botswana,
Ghana, Lesotho, Malawi, Mozambique, Namibia, Nigeria,
Tanzania, Uganda and Zambia; and the 22-store Hi-tech retailer
DionWired.
Total Divisional sales for the 53-week period increased by 8.6%.
Comparable sales for the 52-week period increased by 1.0% with
product inflation of 0.5%.

Given the hardening middle-income environment, Game South
Africa’s comparable sales showed a decline of 2.6% which
caused severe pressure on profitability and so Massdiscounters’
trading profit before interest and tax decreased by 39.3%. The
roll-out of Dry Groceries and Fresh continues with 48 Game
stores now offering both these categories. Food sales growth in
these comparable stores is exceptionally strong.
DionWired’s total sales growth was 19.5% and this brand has
become the destination store within this category. Game Africa’s
total Rand sales and sales in local currencies increased by 22.0%
and by 14.7% respectively. Profit growth in both businesses was
above sales growth.
Three DionWired stores and 11 Game stores were opened, and four
Game stores were closed, increasing space by 33,949m² (7.7%).

Masswarehouse
STORES

SALES

TRADING PROFIT BEFORE
INTEREST AND TAX

19 +14.4% +13.4%

Comprises the 19-store Makro warehouse-club trading in Food,
General Merchandise and Liquor in South Africa; and Fruitspot.
Total Divisional sales for the 53-week period increased by 14.4%.
Comparable sales for the 52-week period increased by 4.0% with
product inflation of 2.1%. The new Alberton, Johannesburg, store
is trading exceptionally well. The relocated Amanzimtoti, Durban,
store is also trading well but, as with most store relocations, has
not yet seen significant new incremental sales and is carrying
higher current costs. Makro’s trading profit before interest and tax
increased by 13.4%.
Two stores were opened and one store was closed, increasing
space by 16,592m² (9.3%).

Massbuild
STORES

SALES

TRADING PROFIT BEFORE
INTEREST AND TAX

92 +11.9% +26.7%

Six Builders Warehouse stores were opened; five Builders
Express stores were opened and two closed; three Builders
Trade Depot stores were closed and one was sold; and two
Builders Superstores were opened, resulting in net trading space
increasing by 14,675m² (3.7%).

Masscash
STORES

SALES

122 +6.5%

TRADING PROFIT BEFORE
INTEREST AND TAX

+4.1%

Comprises 75 Wholesale Cash and Carry and 47 Retail Cash
and Carry stores trading in South Africa, Botswana, Lesotho,
Mozambique, Namibia and Swaziland; and Shield, a voluntary
buying association.
Total Divisional sales for the 53-week period increased by 6.5%.
Comparable sales for the 52-week period increased by 3.8% with
product inflation of 4.2%. Trading in the Wholesale environment
was difficult given the pressure on lower-income consumers, low
product inflation and a very competitive market. Our first store in
Mozambique is trading well and we continue to seek more sites in
this and other southern African countries. Cambridge management
has done an exceptional task of stabilising the control environment
and installing a common IT platform and this business began to
show strong trading performances towards the end of the financial
year. Comparable sales growth was 7.8%. Masscash’s trading
profit before interest and tax increased by 4.1%.

The Group’s non-Executive Chairman, Mark Lamberti, has been
appointed CEO of the Imperial Group, from 1 March 2014. As a
consequence, he has chosen to relinquish his directorships
of other public companies and has resigned as Chairman of
Massmart. Kuseni Dlamini has been appointed the new Chairman
of Massmart, with effect from 10 April 2014. His details can be
found on page 90.
Grant Pattison has resigned as Chief Executive Officer of the
Group with effect from 1 June 2014. Guy Hayward has been
appointed to succeed Grant. The careers of both Grant and Guy,
including their combined 30 years of service to the Group are set
out in more detail on page 90.

Corporate Accountability Review

One Wholesale store and five Retail stores were opened; and
three Wholesale and two Retail stores were closed. Net trading
space increased by 2,519m² (0.6%).

Massmart continues to implement a comprehensive Corporate
Accountability programme and we were proud to again, be
identified as one of only ten best performers in the Johannesburg
Stock Exchange Socially Responsible Investment (SRI) Index.
Broad-based Black Economic Empowerment (B-BBEE) remains
a priority focus area and we were pleased to retain our level 4
B-BBEE contributor status which was based on the new six- to
ten-year Employment Equity and Preferential Procurement
scorecard targets. Walmart’s positive sustainable development
impact has been keenly felt, specifically in relation to new or reinvigorated interventions in areas that include energy efficiency,
waste management, packaging rationalisation, ethical sourcing
and women’s empowerment. A more detailed overview covering
the Group’s corporate accountability performance for the year
ended December 2013 is described on pages 20 to 37 of
this report.

Governance

Prospects and Appreciation

As mentioned in the previous Integrated Annual Report, the
Board and its committees have adapted and where necessary
introduced new practices and processes necessary to address the
governance nuances related to a public company with a value
adding controlling shareholder. Liaison at Board level between
Walmart and Massmart has been constructive and respectful of
both company’s governance responsibilities to shareholders.

For the 14 weeks to 6 April 2014, total sales increased by 11.4%
and comparable sales increased by 7.1%, a much stronger start
to the financial year than we anticipated.

Comprises 92 stores, trading in DIY, Home Improvement and
Building Materials, under the Builders Warehouse, Builders
Express, Builders Trade Depot and Builders Superstore brands in
South Africa, Mozambique and Botswana.
Total Divisional sales for the 53-week period increased
by 11.9%. Comparable sales for the 52-week period
increased by 8.2% with product inflation of 4.1%. Despite
its leading market position, Massbuild invested heavily in
its operating capacity this year: opening the highest number
of stores ever; converting Builders Trade Depot onto our
SAP IT platform; opening a national Distribution Centre in
Johannesburg; opening two stores of the new format, Builders
Superstore, aimed at lower-income consumers; and opening
a new store in Botswana and two new stores in Mozambique.
Trading profit before interest and tax increased by 26.7%.

Directorate

Whilst too early to be confident about this new trend, the strong
start suggests a better overall performance this year than last year.
Whilst we remain cautious about the economy, we are much
more positive about the business as we reap the rewards from
the operational focus of last year.
Our appreciation and gratitude is due to all stakeholders for their
contribution and commitment to Massmart during this period.
Your support fuels our dedication to entrenching Massmart’s
unique position and performance in the distribution of consumer
goods on Africa.

On behalf of the Board

Mark J. Lamberti
Out-going Chairman

Grant Pattison
Chief Executive Officer

Guy Hayward
Chief Operating Officer

10 April 2014

10 April 2014

10 April 2014
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MASSMART’S BUSINESS MODEL

AFRICAN STORE MAP

OUR CUSTOMERS

Massmart has evolved a business
model that empowers its Divisions to
take trading decisions suited to their
individual operating needs but within
a strategic operating and financial
framework set by the Group.

INTERNATIONAL
A TOT
TOTAL OF 30 STORES
UGANDA

14 GAME
12 MASSCASH WHOLESALE

1
KAMPALA

This has several advantages:

›

›

›

The framework guarantees consistent compliance with the best
governance standards and national legislative requirements.
It commits each Division to implementing Massmart’s core
strategy of being a high-volume, low-margin distributor of
quality branded consumer goods for cash, and ensures
expansion plans add net value to the Group.
At the same time, Divisions can extract greater value from
being part of a larger Group with greater access to goods and
services or negotiating better terms and rebates with suppliers
and service providers. The Divisions are differentiated as retail
or wholesale formats that address different customer and
market profiles.
Decentralised decision-making is given effect through a Group
Executive Committee reporting to the Group Chief Executive
Officer (CEO). The Committee’s members comprise the CEOs/
Managing Directors of Massmart’s four operating Divisions and
a Group Executive from each of Massmart Holdings, Channel
and Shared Services. Massmart Holdings’ Executives are also
represented on each of the four Divisional boards as nonexecutive directors.

ZAMBIA

4 BUILDERS WAREHOUSE

1
KA
LUSAKA

NIGERIA
1
LAGOS

1
ENUGU

MALAWI
1
LILONGWE

NIGERIA

GGH
GHANA

1

TTANZANIA
1
DAR ES SALAAM

BLANTYRE

GHANA
UGANDA
NZAN
N
NIA
TANZANIA

MOZAMBIQUE

The model operates through the following four units:

MASSMART HOLDINGS

1

ZAMBIA

1
OSHAKATI

LAWI
A I
MALAWI

ACCRA

Massmart Holdings performs the Group
management role and defines the strategic
and broad operating principles that guide the
Group’s activities.

MASSMART’S BUSINESS MODEL
AFRICAN STORE MAP
SOUTH AFRICAN STORE MAP

8

MASSMART CHANNEL

9

Massmart Channel consists of formal trading and
functional forums where ideas on collaboration
across Divisions are shared.

10

MASSDISCOUNTERS DIVISIONAL REVIEW 12
MASSWAREHOUSE DIVISIONAL REVIEW

14

MASSMART SHARED SERVICES
Massmart Shared Services implements
collaborative agreements reached by Channel.
The most important are Group supplier negotiations
for all products sold across the Group.

NAMIBIA
1

16

MASSCASH DIVISIONAL REVIEW

18

Massmart’s Divisions, who report directly
to the Chief Operating Officer, comprise
Massdiscounters, Masswarehouse, Massbuild
and Masscash.

MBIQ
B QUE
MOZAMBIQUE

NAMIBIA
BOTSWANA

1

SWAZILAND

WINDHOEK

SOUTH LESOTHO
AFRICA

1 1
XAI XAI
1
MA
MAPUTO

2
1

MAUN

1

BOTSWANA
TSWANA

1

FRANCISTOWN
N 1
1

PALAPYE

1

SELEBI PH
PHIKWE
KWE

MAHALAPYE

SWAZILAND

1
1 1
GABORONE

SOUTH AFRICA
SO

1
MANZINI
M

1 2
MASERUU

MASSMART DIVISIONS
MASSBUILD DIVISIONAL REVIEW

1
TETE

346 STORE
STORES

LESOTHO
SEE PAGES 10-11 FOR MORE DETAIL
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SOUTH AFRICAN STORE MAP
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MASSDISCOUNTERS DIVISIONAL REVIEW
GENERAL MERCHANDISE DISCOUNTER AND FOOD RETAILER

The Massdiscounters’ brands
Massdiscounters operates two retail formats: Game and DionWired.
Game is a discount retailer of General Merchandise and nonperishable and dry groceries for home, leisure and business use,
operating throughout South Africa and in 14 cities in sub-Saharan
Africa. Traditionally Game has been a discounter of General
Merchandise, but our format renewal, with the introduction of
perishable food has intentionally pushed the brand towards a multicategory format.
We now have 107 Game stores in South Africa and 14 in Africa,
bringing our total footprint to 121. We also have 22 DionWired
stores, which sell middle- to upper-end electronics and appliances
across South Africa.
The Game positioning offers customers the widest range of branded
products, at the best price for a given set of product specifications
and a quality guarantee for customers . We ensure that customers
are assured of the best value at every logical price point. The Game
trading model is promotionally-driven, with five million copies of our
weekly promotional leaflets distributed in South Africa. By working
closely with our suppliers and benchmarking ourselves against
competitors, we are able to offer our customers well-priced products
representing great value.

HIGHLIGHTS OF THE YEAR
R
R
R
R

+10

INCREASE
IN TRADING
FROM 133 TO 143 SPACE:
+

7.7%

DionWired’s product displays create an easy, exciting and interactive
shopping experience, offering the latest in-home entertainment,
computing, video and digital photographic equipment and
appliances. DionWired sells complete technological solutions, often
demonstrating the interconnectivity of the latest innovations and
products in-store. The Tech experts manning our in-store Hi-tech
Smart service centres are on hand to offer the best advice and onsite
repairs and services.
Although all our products are competitively priced, DionWired’s
proposition is not founded on price alone. Our main proposition is to
offer the widest range of some of the world’s leading and discerning
brands such as Apple, Smeg, Miele, Marantz, Bose and Onkyo to the
South African higher-income consumer.

Improving efficiencies
Our Regional Distribution Centres (RDC’s) have helped to:
Improve business efficiencies
Improve in-stock levels
Leverage supply chain

›
›
›

TOTAL STORES DEC 2013

STORES OPENED
Cavendish / Greenstone /
Cradlestone Mall, Roodepoort

TOTAL STORES DEC 2013

28% Masswarehouse
13% Massbuild
36% Masscash

46% Masswarehouse
24% Massbuild
13% Masscash

Letter to
Stakeholders
p.5-7
Group Financial
Director’s
Review
p.56-80

Divisional strategy 2014
R Focus on Game SA brand promise –
lowest prices, focused ranges and quality guarantee
R Improve in-store shopping experience
R Improve IT and Supply Chain efficiencies
R Continue roll-out of perishable food
R Increase Game Liquor stores

19

3

22

20 Dion stores originally
acquired 1993. Dion stores
rebranded to Game stores in
2000. Launched greenfield
DionWired concept stores in
2006. Operating in SA. General
Merchandise, specifically
HiTech and Multimedia

MASSDISCOUNTERS DIRECTORATE
Grant Pattison Chairman, Robin Wright Chief Executive Officer, Norman Drieselmann Financial, Richard Fuller Store
Operations John Hart Logistics, Guy Hayward Non-executive, Mark Huxtable IT, Andrew Jackson DionWired, Rogany Ramiah
Human Resources, Mike Spivey Non-executive, Mark Turner Africa, Alan van der Bergh Food, Tyrone Vieira Merchandise,
Ilan Zwarenstein Non-executive

At Game we will continue to seek out and introduce the world’s
leading consumer brands alongside our roll-out of Private Label and
perishable food to ensure that we offer the range of products required
to attract customers in this challenging market. We will partially
reduce our exposure to HiTech and Multimedia and will introduce
limited ranges of Baby and Clothing.
At DionWired our focus on a unique customer experience, as well
as our extensive bouquet of services, will differentiate the brand on
a national basis as discerning customers seek value and solutions
in their purchases.
We plan to open or convert 13 more stores in the next 12 months,
bringing the total to 61 Game stores selling perishable food by
December 2014.

Future outlook
Over the next financial year, Massdiscounters will focus on bedding
down and leveraging many of the changes implemented over the
past three years. With seven Game stores to open in South Africa,
three Game stores to open in the rest of sub-Saharan Africa, and
one new DionWired store planned, we expect our growth strategy
to continue to take market share and deliver our low-cost, lowmargin, high-volume business model to more customers in a highly
competitive retail sector.

26 stores originally acquired
1998. Operating in: South
Africa, Botswana, Ghana,
Lesotho, Malawi, Mozambique,
Namibia, Nigeria, Tanzania,
Uganda, Zambia. General
Merchandise, Food Retail
and FMCG

LSM 8-10

TOTAL STORES DEC 2012

TRADING SPACE
475,331 SQM
DC SPACE
178,488 SQM

TRADING PROFIT BEFORE INTEREST AND TAX
DOWN BY 39.3%
to R366.6m

23% Massdiscounters 17% Massdiscounters

121

DIONWIRED

FINANCIAL PERFORMANCE
SALES
UP BY 8.6%
to R16,740.6m

114

STORES OPENED
7
Bethlehem / Burgersfort / Evaton Plaza /
Heritage Mall, Roodepoort / Kathu /
Mall @ Reds, Centurion / Northam

Product deflation/inflation
Price/value perception
Interest rates
Consumer confidence and disposable income
New stores
African economic strength

STORES

LSM 5-10

TOTAL STORES DEC 2012

KEY SALES DRIVERS
R
R
R
R
R
R

Currently 48 Game stores provide a perishable food offering adding
further everyday value to our customers. Over the next few years, we
intend to roll out perishable food to most Game stores.
Game Liquor was included with the format renewal to complete
our offering and increase foot traffic. We now have 30 Game Liquor
stores, which are performing in line with expectations.

GAME

Sales growth of 8.6%
Strong sales and profit growth achieved in Game Africa
Increased stores offering perishable food to 48
DionWired’s online success

The South African Advertising Research Foundation (SAARF) Living
Standards Measure (LSM) has become the most widely used
segmentation tool in South Africa. It is a means of segmenting
the South African market that cuts across race, gender, age or any
other variable used to categorise people. Instead, it groups people
according to their living standards.

INVESTING IN OUR COMMUNITY

Now in its seventh year, Amalunchbox was born from the
belief that “you can’t teach a hungry child”, and we work
together with the Department of Education to make their
national School Nutrition Programme more effective.

INVESTING IN OUR
HUMAN RESOURCES

B-BBEE LEVEL 3
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MASSWAREHOUSE DIVISIONAL REVIEW
WAREHOUSE CLUB

The Masswarehouse brands
The Makro model is unusual in that it sells General Merchandise
primarily to retail customers while much of its Food and
Liquor is sold to wholesale customers, although increasingly
retail customers are taking advantage of the low food prices
afforded by the warehouse model. This blend gives the brand
a robustness that enables it to trade comfortably through most
economic cycles. The big-box warehouse club format with our
no-frills approach keeps costs down and provides the platform
for our high-volume, low-margin sales offering of quality branded
merchandise. Our customer database of Makro store cards used
at the point of purchase helps us to keep track of the spending
patterns of our 2.4 million active members and we communicate
regularly with them through targeted promotional material.
Fruitspot is an established wholesaler and distributor of fresh and
cut fruit and vegetables, and was bought by Makro in 2012.
Makro’s offerings are tailor-made to fit a variety of customer needs
across all our merchandising categories.
Our Food offering caters to wholesale shoppers ranging
from informal traders and grocery store owners to hoteliers,
restaurateurs, offices and schools. Wholesalers account for
the bulk of Makro’s food sales and most shop during the week
for the convenience of our wide range of good-value, quality
consumables. At weekends, our focus shifts to promoting good
buys for retail food and grocery shoppers who can achieve
substantial savings on their monthly household basket compared
with other traditional food retail outlets.
Our Liquor offering also caters to both the retail and wholesale
customer. Makro’s liquor outlets, immediately adjacent to our
main stores, carry a range of standard and premium brands
especially in wine, champagne, whisky and brandy. These
products are sold at a low margin to maintain and grow our share
of the market. At the same time we have maintained a strong
presence in beer and budget brands for liquor wholesalers looking
for good value.

Divisional strategy 2014

›
›
›
›
›
›
›
›
›

Get new stores to trading maturity
Enhance Food Retail offering, and refine Fresh and
Butchery offering
Gain market share in Food and Liquor
Widen Baby category
Increase number of commercial customers
Supply Chain and Inventory optimisation
Leverage CRM
Refocus on low cost, high volume business model
Relaunch web site in support of omni channel strategy

Future outlook
Initiatives for the year ahead include the continued focus on Food
Retail, including the addition of a fresh fruit and vegetable offering
as well as a redesigned butchery format in all Makro stores. We
also plan to continue to drive the performance and growth of
Fruitspot by ensuring that it becomes the supplier of choice to
Gauteng-based businesses across the Massmart Group.

HIGHLIGHTS OF THE YEAR

›
›
›

MAKRO

Sales growth of 14.4%
Trading profit before tax increased by 13.4%
Very successful Alberton store opening

TOTAL STORES DEC 2012
STORES OPENED
Alberton

KEY SALES DRIVERS

›
›
›
›
›

+1STORE

9.3%

18

2

Amanzimtoti

Product inflation/deflation
Price/value perception
Interest rates
Consumer confidence and disposable income
New stores maturing

INCREASE
IN TRADING
+
FROM 18 TO 19 SPACE:

LSM 6-10

STORE CLOSED
Rossburgh

TOTAL STORES DEC 2013
TRADING SPACE
195,794 SQM
DC SPACE
51,300 SQM

-1

19

Operating in South Africa.
Food, Liquor and General
Merchandise
Primary customers
LSM 6-10
Food LSM 6-10
Secondary, via trade customers
Food LSM 2-6

FINANCIAL PERFORMANCE
SALES
UP BY 14.4%
to R19,675.1m

TRADING PROFIT BEFORE INTEREST AND TAX
UP BY 13.4%
to R990.2m

28% Masswarehouse 46% Masswarehouse
23% Massdiscounters
13% Massbuild
36% Masscash

17% Massdiscounters
24% Massbuild
13% Masscash

Letter to
Stakeholders
p.5-7
Group Financial
Director’s
Review
p.56-80

MASSWAREHOUSE DIRECTORATE
Grant Pattison Chairman, Doug Jones Divisional Managing Director, Guy Hayward Non-executive, Garry Hendry Food,
Derick Kalan General Merchandise, Jonathan Koff Liquor, Gert Lourens Operations, Melanie Louw Marketing, Pieter Schoeman IT,
Mike Spivey Non-executive, Julie Wilford Financial, Donovan Wright Human Resources, Ilan Zwarenstein Non-executive

INVESTING IN OUR COMMUNITY
Our e-commerce plan is underway with the launch of our online
retail store having happened in Q1 2014. This will provide access
to our General Merchandise proposition for customers in the
channel of their choice, at a time most convenient to them, while
also allowing the brand, through the use of social media and
digital direct marketing, to drive footfall into our stores.
Having launched a mobile solution to facilitate sales and improve
customer service to commercial customers, we now look to the
next level of servicing our corporate and business customer by
implementing a Business-to-Business solution.
In the year ahead, Masswarehouse will continue building
momentum to maximise operating income, exploring new
business areas and product categories, and optimising the returns
with particular focus on the new online business.

The SUCCEED (Supporting Caregivers and Centres in Early Childhood
Development) Project is a collaboration between Makro and Hope
Worldwide, and has as its objective the building of a capacity of Early
Childhood Development Centres that serve vulnerable children, so that
the children in their care receive the stimulation, education, protection,
development and nutrition to fulfil their potential. As at the end of 2013, the
SUCCEED Project was supporting 4,016 young children through 44 ECD
(Early Childhood Development) Centres.
Through supporting the ECD Centres, this initiatives set specific overall ECD
Centre norms and standards, trained some of the Practitioners working at
these centres in NQF Level 4, improved the overall infrastructure at these
facilities to make it more conducive to early childhood development,
conduct ECD parenting workshops and monitor the overall nutritional intake
of these young children. This Project is in the process of being expanded to
the Eastern Cape and Western Cape to expand the reach and to better serve
the communities in which Makro operates.

WINNER
INVESTING IN OUR
HUMAN RESOURCES B-BBEE LEVEL 5
INVESTING IN OUR
ENVIRONMENT

Trading space (m2): Trading space excludes parking, yard,
warehouse space, office space and receiving areas

OF THE 2013 ESKOM ETA AWARD
IN THE COMMERCIAL CATEGORY
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MASSBUILD DIVISIONAL REVIEW
HOME IMPROVEMENT RETAILER AND BUILDING MATERIALS SUPPLIER

The Massbuild brands
Massmart, with its strategy of investing in the acquisitive and
organic growth, previously made several acquisitions in the home
improvement sector. The acquisitions of Builders Warehouse
(2003), Federated Timbers (2005), De La Rey (2005) and
Servistar (2005) have established the group as the largest
participant and, in many respects, the leader in this growing
consumer sector. In order to ensure focus and extract synergies
these assets constituted the Massbuild Division of Massmart. The
division consolidated into one single legal entity in July 2010
which houses all four formats, each clearly defined in its client
focus and market.
In order to achieve its aspirations, Massbuild will continue with
its four distinctive formats:

›
›
›
›

Builders Warehouse: One stop, big box outlets positioned in
the major urban and regional areas in southern Africa;
Builders Express: Small neighbourhood stores positioned to
target the home owner;
Builders Trade Depot: Building merchant and truss
manufacturing outlets ideally positioned to target the contractor
and tradesmen; and
Builders Superstore: Discount Home Improvement format
in townships and towns, servicing surrounding rural areas.
Conveniently located, close to transport nodes and a major
food retailer.

HIGHLIGHTS OF THE YEAR

›
›
›
›

BUILDERS WAREHOUSE

BWH, BEX and Botswana profit growth higher
than sales growth
Trading profit before tax increased by 26.7%
Opened first Distribution Centre
Launched Superstore, new lower-income format

TOTAL STORES DEC 2012
STORES OPENED

TOTAL STORES DEC 2013

KEY SALES DRIVERS

›
›
›
›
›

Interest rates
Residential property prices and housing growth
Consumer confidence and disposable income
Price/value perception
New stores

+7STORES

INCREASE
IN TRADING
+
FROM 85 TO 92 SPACE:

3.7%

TOTAL STORES DEC 2012
STORES OPENED
STORES CONVERTED
STORES CLOSED

TRADING SPACE
410,546 SQM
DC SPACE
61,733 SQM

TOTAL STORES DEC 2013

RDC’s
Improve utilisation
Reduce costs
Improve in-stock levels in stores

TOTAL STORES DEC 2012
STORES CONVERTED
STORES CLOSED
STORES SOLD

TOTAL STORES DEC 2013

Less promotionally driven
Promotions last for longer periods
Less marketing spend

›
›

13% Massbuild
23% Massdiscounters
28% Masswarehouse
36% Masscash

24% Massbuild
17% Massdiscounters
46% Masswarehouse
13% Masscash

Letter to
Stakeholders
p.5-7
Group Financial
Director’s
Review
p.56-80

New stores roll-out: grow southern Africa store footprint.
Optimise Builders Trade Depot: inventory range, IT platform
value extraction, contractors.
Optimise Superstore offering and grow the brand.
Leverage RDC including Western Cape.
Focus on Trade Customers and Business-to-Business (B2B).
Everyday low price (EDLP).

Future outlook
Massbuild has now entered an accelerated growth phase with
the aim of increasing its footprint by opening new stores in South
Africa and southern Africa. Furthermore the division is intent on
increasing its market penetration through its 4th format, Builders
Superstore.
Massbuild’s objective remains to be South Africa’s market leader
in home improvement, DIY and building materials.

MASSBUILD DIRECTORATE
Grant Pattison Chairman, Llewellyn Walters Chief Executive Officer,
Neville Hatfield Merchandise, Guy Hayward Non-executive,
Diane Hoffman Supply Chain, Chris Lourens Operations, Zandile
Manana Marketing, Lizelle Petersen Financial, Alex Rymaszewski
Store Development, Mike Spivey Non-executive, Andre Steyn
Builders Express, Builders Superstore and Builders Trade Depot,
Chris Tugman IT, Simon White Commercial, Ilan Zwarenstein
Non-executive

More detail relating to specific
stores which have opened or
closed can be found in the
Group Financial Director’s
Review on p.61

BWH: Builders Warehouse
BEX: Builders Express

34

TOTAL STORES DEC 2012
STORES OPENED

TOTAL STORES DEC 2013

INVESTING IN OUR COMMUNITY
Builders and Ripples for Good joined forces in 2012 with the main objective
of assisting schools with building and renovation projects specifically
targeted at impoverished South African communities. In just under 2 years
we have managed to reach 100 schools with another 70 schools identified
for 2014. One such project was Lebowa Primary School. This school caters
to over 650 learners, predominantly from Sharpeville and is a no-fee school.
Massbuild together with Ripples For Good, carried out extensive renovations
including repainting of both boys and girls’ bathrooms, installation of 21 new
toilet seats as well as the fixing of 18 leaking toilets. We replaced leaking
taps and changed all lights to energy savers. We furthermore installed 18
chalk boards, built library bookshelves and sanded and varnished school
desks for the library.

INVESTING IN OUR
HUMAN RESOURCES

B-BBEE LEVEL 5

Operating in: South Africa, Botswana
and Mozambique. Five Builders
Warehouse stores acquired in 2003.
Three De La Rey stores acquired in
2005. Home Improvement supplies /
Tools / Building Materials

LSM 5-10

28

5
5
-2

Operating in South Africa.
14 Servistar stores acquired in 2005.
Home Improvement supplies / Tools /
Building Materials

36

LSM 4-8

29

-5
-3
-1

Operating in South Africa.
34 Federated Timbers stores acquired
in 2005. Tools / Building Materials

20

BUILDERS SUPERSTORE

Divisional strategy 2014

›
›
›
›
›
›

6

BUILDERS TRADE DEPOT

TRADING PROFIT BEFORE INTEREST AND TAX
UP BY 26.7%
to R507.6m

Improving efficiencies

›
›
›

28

BUILDERS EXPRESS

FINANCIAL PERFORMANCE
SALES
UP BY 11.9%
to R9,583.6m

LSM 5-10

LSM 2-6

0

2

2

Operating in South Africa. Home
Improvement supplies / Tools /
Building Materials. Lower- to middleincome focus
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MASSCASH DIVISIONAL REVIEW
FOOD WHOLESALER, RETAILER AND BUYING ASSOCIATION

The Masscash brands
Masscash consists of a Wholesale Division with cash and carry
food and cosmetics businesses, and a Retail Division which
consists of food outlets which target the lower LSM groups. Our
Wholesale Division consists of CBW, Jumbo Cash and Carry,
Trident and Shield whilst our Retail Division is consolidated under
the Cambridge Food banner and the Rhino Group.
CBW and Trident wholesale food, liquor, groceries and cosmetics
in bulk to independent dealers, Government feeding schemes,
franchise members, small traders and hawkers in peri-urban and
rural areas within southern Africa.
Jumbo sells mainly cosmetics, toiletries and hair-care products to
individual customers and independent general dealers.
Shield is a voluntary buying association that buys products in
bulk on behalf of 431 members who own wholesale or retail
businesses in South Africa, Botswana and Swaziland.
Masscash offer wholesale customers with formal operations the
ability to trade under national retail brands such as Saverite,
Multisave, Powersave Liquorland and Club 10 Taverns. Our
marketing team offers support to these supermarkets and
bottle stores, assisting owners with marketing initiatives such
as designing of leaflets, signage and implementing national
television and radio advertising campaigns.
On the retail side, outlets are consolidated under the Cambridge
Food or Rhino brands. Cambridge Food’s mission is to help its
customers save money every day so that they can live better.
Food Retail service departments, consisting of an on-site bakery,
butchery and fresh fruit and vegetable offering form an important
component of our Cambridge Food retail offering.

Improving efficiencies

›
›

Forefront of energy efficiency in the retail environment
Integrated stock system

Divisional strategy 2014

›
›

New store roll-out in South Africa
Expand into Southern Africa

Wholesale
Operate for less whilst improving customer shopping
experiences
Review store portfolio
Improve Supply Chain & Logistics capability
Focus on Saverite franchise

›
›
›
›

Retail
Grow profitable regions
Close smaller or less profitable stores: closed three
Cambridge stores in Q1 FY14
Improve fresh food assortment

HIGHLIGHTS OF THE YEAR

›
›
›

TOTAL STORES DEC 2012

Food inflation, particularly commodities
Social grants
New stores
Rate of employment

+1

STORE

FROM 121 TO 122

INCREASE
IN TRADING
SPACE:
+

TOTAL STORES DEC 2013

0.6%

TRADING SPACE
399,637 SQM
DC SPACE
32,292 SQM

36% Masscash
23% Massdiscounters
28% Masswarehouse
13% Massbuild

13% Masscash
17% Massdiscounters
46% Masswarehouse
24% Massbuild

Future outlook
We anticipate a continuation of the aggressive trading from
the corporate food retailers serving the low-income customer.
However, we are cautiously optimistic about our growth over
the next year. The LSM 2-6 market remains highly fragmented,
and Masscash is well-positioned to offer new retail formats and to
expand our current footprint to better supply food, cosmetics, liquor,
cigarettes and cellular services to lower-income consumers.
To ensure future growth, Masscash will focus on building its
Retail Division, expanding the wholesale range to include meat
as well as fruit and vegetables, growing the franchise formats and
expanding into Southern Africa. Our strategy is to open 10 more
stores each year as we seek to grow our footprint nationally.

DC Space
Distribution Centre space excludes parking and yard

75

2 chains combined under CBW
from 2001. 14 CCW stores
acquired in 1998, 6 Jumbo stores
acquired in 2001 and 22 Browns
and Weirs stores acquired in
2010. Operating in SA, Botswana,
Lesotho, Mozambique, Namibia,
Swaziland. Wholesalers of food/
liquor/groceries/ethnic cosmetics

LSM 2-5

TOTAL STORES DEC 2012

44

TOTAL STORES DEC 2013

47

15 Rhino stores acquired 2012.
Operating in SA. Retailing food/
STORES OPENED
5 groceries to lower- and middleQumbu (Eastern Cape) / Bloedstreet
income customers
(Gauteng) / Seshego (Gauteng) / Newcastle
(Kwazulu Natal) / Nelspruit (Mpumalanga)
STORES CLOSED
-2
Groblersdal (Gauteng) /
Andy’s Isipingo (Kwazulu Natal)

TRADING PROFIT BEFORE INTEREST AND TAX
UP BY 4.1%
to R281.0m

Letter to
Stakeholders
p.5-7
Group Financial
Director’s
Review
p.56-80

77

MASSCASH RETAIL

FINANCIAL PERFORMANCE
SALES
UP BY 6.5%
to R26,264.1m

LSM 2-6

STORES OPENED
1
Xai Xai (Mozambique)
STORES CLOSED
-3
Ramotswa and Ghanzi (Botswana) /
Nkonkobe Cash and Carry (Eastern Cape)

KEY SALES DRIVERS

›
›
›
›

›
›
›

MASSCASH WHOLESALE

Sales growth of 6.5%
Trading profit before interest and tax increased by 4.1%
Great customer response to new Cambridge stores

SHIELD LSM 2-6
Now 431 members and 548 outlets. Operating
in South Africa, Botswana, Swaziland. Food/
groceries/general merchandise

MASSCASH DIRECTORATE
Grant Pattison Chairman, Guy Hayward Non-executive, Pearl Maphoshe Non-executive, Mncane Mthunzi Non-executive,
Mike Spivey Non-executive, Robin Wright Non-executive, Ilan Zwarenstein Non-executive. Wholesale Directorate: Neville
Dunn Managing Director, Jane Bruyns Human Resources, Dino Holmes Financial. Retail Directorate: Kevin Vyvyan-Day
Chief Executive,Bronwynne Bester HR, Chris Knight Regional Gauteng, Eben Mare Financial, Mike Marshall Commercial,
Andrew Stein Marketing, Craig Surmon Operations

INVESTING IN OUR COMMUNITY
Lily of the Valley has been rescuing, raising and restoring HIV/AIDS orphans for the past twenty
years in KwaZulu-Natal. The goal of the project is to raise children who are affected by the
HIV/AIDS pandemic, to be sustainable leaders in their communities. Partnered with Lily of the
Valley in KwaZulu Natal through an agricultural fresh produce project, Masscash sponsored the
construction of a hydroponic tunnel which is used for growing vegetables. The project seeks to
raise funds for the Lily of the Valley Children’s Home. Valley Fresh is the commercial hydroponic
farming enterprise built to sustain the work of Lily of the Valley and they currently produce
around 5 – 8 tons of tomatoes a week, along with lettuce and salad herbs. The Lily of the Valley
orphanage is home to over 126 children and these children are the main beneficiaries of the
Valley Fresh enterprise. Over 500 people access medical services through a clinic facility in the
orphanage premises, which is open to surrounding community members.

INVESTING IN OUR
HUMAN RESOURCES

B-BBEE LEVEL 5
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21

STAKEHOLDER ENGAGEMENT

22

ACCOUNTABILITY THEMES,
INITIATIVES AND OBJECTIVES

24

ACCOUNTABILITY THEME 1

As we have reported previously, Massmart’s Corporate Accountability initiatives
are identified and prioritised on the basis of feedback from stakeholders and
with reference to the following six assessment criteria:
1

It is about the way in which we conduct our business; the
way that we source merchandise and deal with our suppliers;
the way that we sell merchandise and engage with our
customers; the way that we manage our operations and treat
our associates; the way that we optimise returns and report
to our shareholders; the way that we comply with the law
and provide transparent disclosure; and the way that we
demonstrate good corporate citizenship.

PERFORMANCE INDICATORS
THAT ENABLE A COMPARATIVE
ASSESSMENT OF PERFORMANCE.

25

ACCOUNTABILITY THEME 2

28

ACCOUNTABILITY THEME 3

30

PERFORMANCE INDICATORS

32

REFERENCES

37

Recognising that different readers may require more issue
specific detail we also provide an additional reading list to
provide greater clarity wherever possible.
If after reading this update you require more information or
if you wish to engage us on a particular issue then please
contact info@massmart.co.za.

5

What relevance does this
initiative have for Walmart’s
global sustainability
commitments?

THE WAY THAT WE ENGAGE
WITH STAKEHOLDERS;

3

What direct commercial benefit What resonance does this
will flow from this initiative?
initiative have with government
and civil society-driven public
discourse?

4

This section seeks to provide a balanced perspective that
demonstrates that doing the right thing is core to our business
philosophy. Specifically it summarises:

OUR PROGRESS IN ENABLING
SUSTAINABLE SUPPLY AND
CONSUMERISM, MINIMISING OUR
ENVIRONMENTAL FOOTPRINT AND
CHAMPIONING SOCIAL EQUALITY
INITIATIVES; AND

2

What is the legislative/
regulatory driver for this
initiative?

What positive leverage
does this initiative present
for Massmart-Walmart’s
reputation in Africa?

6
What practical direct influence
is Massmart able to exert over
this issue?

This has resulted in a Corporate Accountability agenda which is described
in the matrix below:

PRIORITY

QUICK RE-CAP AND ORIENTATION

Massmart aspires to be trusted by
all our stakeholders but we are clear
that earning and keeping trust is a
journey rather than a destination.

PRIORITY

20

QUICK RE-CAP AND ORIENTATION

PRIORITY

OUR COMMUNITY
INTRODUCTION

INTRODUCTION

ENABLE SUSTAINABLE
SUPPLY AND CONSUMERISM

CHAMPION SOCIAL
MINIMISE THE GROUP
ENVIRONMENTAL FOOTPRINT EQUALITY INITIATIVES

› Direct Farm Programme
› Responsible Sourcing (M)
› Primary packaging
rationalisation

› Energy efficiency (M)

› Broad-based black economic
empowerment (M)
› Socio-economic development (M)
› Women’s economic empowerment (M)

› Local supplier advocacy

› Secondary packaging
recycling

› Employee healthcare benefits (M)
› Employee HIV/Aids benefits (M)

› Consumer e-waste recycling
› Eco-label advocacy
› Consumer empowerment

› Water efficiency

(M) mandatory initiatives

These initiatives are described in greater detail on p.25 to p.31
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STAKEHOLDER ENGAGEMENT
Massmart practises an open-door-policy with our stakeholders to whom we
provide various platforms to share and help us understand their perspectives.
Our approach to stakeholder engagement is relatively fluid but typically
involves the following steps:

IFI

NCE

R E SP O N S I V

E

S I GN

SS

SHAREHOLDER

SUPPLIERS

M PL

ETENESS

NGO’S AND
INTEREST
GROUPS

Prioritise the identified input and formulate it into
thematic focus areas;

6 REVIEW AND CONTEXTUALISE
Consolidate and contextualise the output of these
meetings with reference to our Accountability Agenda
which typically results in the validation, removal
or addition of Group accountability objectives within
our sphere of influence.

SURVEY CONTACT
CENTRES

WORK-

Although we have presented
our engagement approach as
a structured linear process it
tends, in practise, to be applied
flexibly and to benefit from informal,
often unplanned, feedback.

SURVEY

› Food safety
MEETINGS
› Product safety
› Supplier development
› School feeding programme

For a full update on our stakeholder engagement refer to:

WEB:

17,024
employees took

part in the employee
engagement survey

16,080
employees took part

in the Ethics SA survey

PARTICIPANTS:

Marine Sourcing:
I & J, Ocean Fresh, Oceana Brands, Humboldt Trading

Energy efficiency

Samsung, DEFY, Ele
E ctrolux,, LG

Timber sourcing Swartlands
Environmental Puma, BGP Harlequin Paint,
Relationship

Lego SA, Drayman’s Brewery

Ta Chaun Marketing & Manufacture, Unilever,
Tiger Consumer Brands, Lafarge Industries

PARTICIPANTS:

› B-BBEE
MEETINGS
Black Management Forum FSC
› Women’s empowerment
Business Women’s Association
› Social sustainability
Greenpeace
World Wildlife Fund
WORK› Environmental
SHOP South African Human Rights Commission
sustainability

TOPICS:

GOVERNMENT

PARTICIPANTS:

As a JSE-listed and publicity traded company,
we have numerous shareholders in South
Africa and abroad, ranging from major
institutions to individuals

SHOP
› Sustainable marine sourcing
› Sustainable palm oil sourcing
› Sustainable timber sourcing
SURVEY
› Energy efficiency appliance labeling
› General environmental issues
› Massmart-supplier
MEETINGS
relationship health

TOPICS:

40,000

shopper interviews conducted since 2009

PARTICIPANTS:

› Business performance;
MEETINGS
› Business expectations and
strategy; and economic, social
and environmental concerns

SITE
VISIT

4 CONSOLIDATE

Facilitate face-to-face interaction with subject matter
experts including employees, suppliers, customers and
representatives from civil society and government to expand
our understanding of the identified focus areas; and

SURVEY

TOPICS:

Deploy employee, customer and supplier surveys
to assess Massmart-specific organisational and
supply chain expectations and perceptions;

5 VALIDATE

› Employee engagement
› Ethics
› Graduate development

PARTICIPANTS:

CONTACT
CENTRES

› Customer satisfaction
› Customer Trust
› Complaints & issues

TOPICS:

CO

EN

EMPLOYEES

Review leading media coverage to identify
retail-related public interest issues that have
a high share of voice in the public discourse;

3 ASSESS

CUSTOMERS

CA

2 DISCOURSE ANALYSIS

TOPICS:

TOPICS:

1 RESEARCH

Conduct desktop, mostly web-based
research, to identify public policy issues,
specifically those that are relevant to the
retail industry;

The table below summarises some of the issues that we engaged with in 2013:

www.massmart.co.za/iar2013/se

PARTICIPANTS:

Dept. of Trade and Industry
Dept. of Education
Dept. of Agriculture
Dept. of Environmental Affairs
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ACCOUNTABILITY THEMES, INITIATIVES AND OBJECTIVES
THEME 1:

THEME 2:

THEME 3:

ENABLE SUSTAINABLE
SUPPLY AND CONSUMERISM

MINIMISE THE GROUP
ENVIRONMENTAL FOOTPRINT

CHAMPION SOCIAL
EQUALITY INITIATIVES

OBJECTIVES

OBJECTIVES

OBJECTIVES

› Direct Farm Programme

› Energy Efficiency

To support and integrate emerging farmers
into Massmart’s fresh produce supply chain.

To improve energy efficiency in line
with format-specific energy intensity
benchmarks.

› Broad-Based Black Economic
Empowerment

› Responsible Sourcing
To partner with private label, direct import
and non-branded merchandise suppliers
to ensure adherence to Walmart Supplier
Standards.

› Secondary Packaging Recycling

› Socio-Economic Development

To recycle secondary packaging (specifically
board and plastic waste) that is generated
in stores and distribution centres.

To invest a minimum of 1% profit after
tax (PAT) in education-focused social
development initiatives that benefit the
poorest of the poor.

› Primary packaging rationalisation

› Water Efficiency

To partner with willing suppliers to identify
and implement opportunities to rationalise
private label product packaging.

To harvest rainwater to supplement
nurseries (at Builders Warehouse) and
landscaping irrigation requirements.

› Local Supplier Advocacy
To share knowledge with willing local
suppliers to facilitate voluntary achievement
of higher environmental and human rights
standards in the retail supply chain.

› Consumer E-Waste Recycling
To implement post-consumer e-waste recycling
schemes in major metropolitan areas.

To achieve and maintain level 4 B-BBEE
contributor status.

› Women’s Economic Empowerment
To increase economic opportunities
for women by improving employment,
education and business opportunities.

› Employee Healthcare and
HIV/AIDS Benefits
To increase permanent employees’ access to
affordable subsidised private medical benefits.
To combat the rate of infection amongst
employees and to provide all employees
and their spouses with free access to
pre- highly active anti-retroviral therapy
and programmes.

› Eco-Label Advocacy
To promote adoption by suppliers of
independently verified eco-labels, such as
Marine Stewardship Council (MSC).

› Consumer Empowerment
To empower consumers to make responsible
consumer choices more frequently through
better labelling standards.

ACCOUNTABILITY
THEME 1
Enable Sustainable Supply and Consumerism
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DIRECT FARM PROGRAMME RESPONSIBLE SOURCING
Since its August 2012 launch with
12 smallholder farmers in Limpopo
province, our Walmart-inspired Ezemvelo
Direct Farm programme has been
expanded to 164 small holder farmers
operating in five provinces in South
Africa. Ezemvelo provides emerging
farmers with support such as input
loans for farming vegetables, agricultural
extension services, mentorship and basic
financial management training. Most
importantly it offers participating farmers
market access, which includes supplying
our stores. In the period January to
December 2013, total smallholder
farmer sales were R4.3 million.

We continue to implement Walmart’s
ethical sourcing programme to ensure
responsible
procurement
of
the
products that we sell. In line with this
objective, in 2013 we embarked on
supplier assessment projects focusing
primarily on private label and exclusive
brands. The first stage involved asking
suppliers to disclose the factories from
which they source products, facilitating
buyer and supplier awareness training
and orientating suppliers to the factory
assessment process.

Our objective in
JANUARY 2013 - 2014 is to initiate
DECEMBER 2013 assessments of the
factories that have
R4.3
MILLION been disclosed
smallholder farmer sales
by suppliers.

During the same period
www.massmart.co.za/
WEB:
iar2013/rs
800 tons of vegetables,
accounting for 45% of
total vegetable sales, were PRIMARY PACKAGING
supplied to Massmart
RATIONALISATION
stores, with the remaining In 2012 we embarked, under Walmart’s
55% flowing to other
guidance, on an initiative to identify
to rationalise and improve
customers including public opportunities
private label packaging. As a first step,
feeding programmes and
in June 2012 we committed to develop
other retailers. Our future and conduct packaging rationalisation
workshops with our private label buyers.
plans will include extending To date 64 private label buyers have
the programme to red meat received training in techniques to reduce
packaging resources and optimise
and poultry farmers.
packaging recyclability and safety.

8

0

0

tons of vegetables supplied
WEB:

www.massmart.co.za/
iar2013/df

Early wins have included improving the
recyclability of the Makro M brand range
of detergents, and the introduction of
child-safety lids on our range of 1l and
5l solvents containers. We plan, in
2014, to conduct private label packaging
audits in order to identify packaging
improvement opportunities.

WEB:

www.massmart.co.za/
iar2013/ppr

LOCAL SUPPLIER
ADVOCACY

CONSUMER E-WASTE
RECYCLING

POST-CONSUMER
WASTE RECYCLING

In 2009 we launched an advocacy process
to motivate and benchmark responsible
environmental practices in our supply
chain. As a result, we have collected and
shared comparative information about
supplier environmental practices that has
enabled interested suppliers to compare
their performance with that of their peers.
Altogether 268 of our suppliers participated
in the environmental advocacy survey
that we deployed during the year ending
December 2013. We also conducted four
specialist advocacy surveys during 2013
which covered the energy labelling, seafood,
timber and palm oil practices of a further
32 suppliers. Since inception we have,
as the result of this advocacy approach,
been able to profile the practices of 983
of our suppliers.

To help divert e-waste from landfill
and ensure its safe disposal, we have,
since 2008, provided Fujitsu-Siemens
sponsored customer e-waste take back
facilities at ten selected Makro stores.

Beyond the good progress that we have
made in the area of e-waste recycling,
we have also pilot-tested other postconsumer waste take-back schemes
covering items such as compact
fluorescent light (CFL) light bulbs and
batteries. Unfortunately these initiatives
have generated indifferent customer
interest and so we have decided to
discontinue them, although we will
remain open to new opportunities that
may be proposed by external parties.

Since launching the
project 464 tons of
e-waste has been
processed, 130
tons of which was
collected during
the year ending
December 2013.

464 TONS
130 TONS
In 2014 we intend
intensifying our
advocacy efforts
through site visits and
one-on-one meetings
with suppliers of high
priority products such
as seafood and timber.
WEB:

www.massmart.co.za/
iar2013/lsa

E-waste
processed
E-waste
collected

In 2012 we communicated our intention
to engage with more Hi-tech suppliers
to explore opportunities to expand the
project. The outcome of this engagement
is that Samsung Electronics has agreed
to sponsor the project which will now
be expanded to all 19 Makro stores. We
plan to increase consumer awareness of
these facilities during 2014.

postconsumer
waste
take-back
schemes

We continue to
include, in our internal
operational recycling
processes, board and
plastic waste that
customers drop-off
at our stores.

ECO-LABEL ADVOCACY
We engage pro-actively with
suppliers about their voluntary
adoption of eco-labels although,
as
communicated
previously,
we do not use eco-labels as a
procurement screen. During 2013,
our activities in this area included
investigating supplier readiness to
apply energy efficiency labelling to
major appliances and working with the
Forest Stewardship Council (FSC) to
assess local supplier awareness of the
FSC label. Through these interactions
we learnt that the European Union
energy efficiency labelling standard is
the most commonly used energy label
in South Africa whilst timber suppliers
perceive a lack of consumer demand
for FSC labelling.

Our priority in 2014 is to
increase the incidence of
energy efficiency labelling
on the major appliances
that we sell in our stores.

CONSUMER EMPOWERMENT

Empowering customers to make better informed purchasing
decisions while in our stores remains an area of interest. One area
where we have made modest progress involves the incorporation
of an eco-wise consumer information panel on all private label
products introduced by Builders Warehouse since January
2013. The panel provides information about environmental
product and packaging attributes, relating to factors such as
water efficiency, energy efficiency and recyclability.

We also continue to offer a range of environmentally friendly
products that include solar geysers, Light Emitting Diode (LED) and
solar lighting, and, low Volatile Organic Compound (VOC) paints.
Consumer-demand driven highlights in 2013 include 222%
growth in sales of Solar Flare garden lights and the expansion of
our solar geysers range to include 150l and 200l units.

WEB:

www.massmart.co.za/iar2013/ce
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ENERGY EFFICIENCY
Energy efficiency is an on-going area
of focus for Massmart. Walmart has
extensive expertise in this area and we
have, with their guidance, developed
an energy efficiency roadmap based
on a Business As Usual (BAU) energy
model. The model, which uses 2010
as a baseline, defines energy efficiency
targets to the year 2020.

SECONDARY PACKAGING
RECYCLING

Massmart is
committed to
minimising
the volume of
Improvement in energy waste that our
operations send
efficiency goals:
2020 to landfill.
Group BAU

10%

12%
Makro 13% Game 9%

Builders Warehouse

To achieve this goal we will continue
to implement technologies such as LED
sales floor lighting, daylight harvesting
systems
and
high-performance
refrigeration plants in our new stores
and retrofit programmes. In recognition
of the progress we have
made in driving energy
efficiency at our stores,
Makro was selected as an

Eskom ETA Award 2013
winner in the commercial
category.

ACCOUNTABILITY
THEME 2
Minimise the Group Environmental Footprint

Included in our energy goals is an
initiative to pilot test a photovoltaicbased renewable energy pilot project at
our standalone stores. Unfortunately,
we have been unable to develop a
solution that meets our commercial
guidelines, specifically our five year
payback target. Notwithstanding this
challenge, we will continue to assess
potential renewable energy solutions
in 2014.
WEB:

www.massmart.co.za/
iar2013/ee1
www.massmart.co.za/
iar2013/ee2

To achieve this we
work with our stores
to optimise board,
plastic and paper
recycling opportunities.
Calculating the volume of operational
waste produced and recycled by our
stores is challenging and is achieved
through the deployment of an online
waste self-assessment survey that is
completed by store managers. Based
on this feedback we estimate that
15,400 tons of waste, representing
approximately 50% of the total waste
produced by the Group, was diverted
from landfill during the financial year
ending December 2013.

In 2014 we intend
introducing a due
diligence review of our
waste service providers.
WEB:

www.massmart.co.za/
iar2013/spr

WATER EFFICIENCY
Although we are not an intensive user
of water, we are interested in more
accurately calculating our water usage,
particularly at our standalone stores. To
do this we have installed independent
water meters at selected Builders
Warehouse and Makro stores.

This has given us better
visibility of our water
consumption and has
also improved our
understanding of the
water savings achieved
through rainwater
and refrigeration
condensate harvesting.

In 2013, we expanded our water
harvesting initiative to an additional 22
Builders Warehouse, Builders Express
and Makro sites. We estimate that these
initiatives helped us save approximately
7,450kl of rainwater across the Group
for the period ended December 2013.
We will continue to pro-actively identify
and implement programmes to conserve
water in our operations.
WEB:

www.massmart.co.za/
iar2013/we
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ENGAGING WITH STAKEHOLDERS

BROAD-BASED BLACK
EMPOWERMENT

WOMENS ECONOMIC
EMPOWERMENT

SOCIO-ECONOMIC
DEVELOPMENT

In June 2009 Massmart committed to
achieving level 4 Broad-based Black
Economic Empowerment (B-BBEE)
Contributor status by June 2011. We
achieved this objective in February
2010 and maintained level 4 status
through to February 2014. However,
we anticipate that our B-BBEE score will
fall significantly as a consequence of the
introduction of the amended B-BBEE
Codes of Good Practice. Notwithstanding
this, we continue to make good
qualitative B-BBEE progress.

In line with Walmart’s focus on the
empowerment of women in our
workplace, local communities and
supply chain, we have established the
Massmart Chief Executive Officer’s
Council of Women Leaders which
fosters and promotes the progression
of women. Initial achievements have
included identifying existing women
suppliers in the Massmart supply
chain, prioritising women farmers
in our direct farm programme and
increasing representation of women
on the Massmart graduate trainee
programme. A key focus in 2014 will
be to explore ways to optimize supply
opportunities for existing women
suppliers in our supply chain.

Primary
school
nutrition,
Early
Childhood Development (ECD), school
maintenance and infrastructure projects
remain at the centre of our SocioEconomic Development focus. We have
maintained our commitment to invest a
minimum of 1% Profit After Tax (PAT) in
social projects.

One recent highlight is the
work of the Massmart Supplier
Development Fund which has,
since its inception, deployed
R21.7m in funding to 183 blackowned suppliers
to the Group.

Black owned participants in fund
initiatives include emerging smallholder
farmers and manufacturers such as
Korema Farm, X-Chem Chemicals,
Biolotion Cosmetics and Kurhula Paints.
WEB:

ACCOUNTABILITY
THEME 3
Champion Social Equality Initiatives

www.massmart.co.za/
iar2013/bbbee

INVESTED

R41.7
MILLION

EQUIVALENT TO 3.1% PAT

In the financial year ending December
2013, we invested R41.7 million which
is equivalent to 3.1% PAT. Initiatives
to support under-resourced schools
included Game stores’ and Masscash’s
deployment of 49 mobile kitchens
under the on-going Amalunchbox and
EconoKitchen projects respectively.

EMPLOYEE HEALTH CARE
AND HIV/AIDS BENEFITS

R41.7 million / 49 AMALUNCHBOX AND
ECONO KITCHENS / 28 SIYASIZA TOOLKITS /
72 SCHOOL MAINTENANCE PROJECTS / R20m
FOOD DONATIONS / R3.2m FUNDING FOR
IMPROVED PRE-SCHOOL TEACHING

Providing permanent employees with
affordable access to private health cover
is an on-going priority for Massmart. In
June 2009 we set a target to increase
private medical cover from 38% to
60% of permanent staff within a
24-month period. Although we missed
the 24-month time line, we have made
steady progress and our current estimate
is that private medical benefits have,
as at December 2013, been extended
to 53.6% of permanent employees.
Our
flagship
employee
wellness
programme, Impilo, a fully-funded
wellness programme for employees with
no medical cover, continues to offer a
24-hour medical advisory and support
service to permanent employees and their
spouses, including: a fully funded HIV
programme inclusive of medication; and
testing for and early diagnosis of chronic
diseases such as high blood pressure,
raised cholesterol, diabetes and asthma.

Builders Warehouse installed 28 Siyasiza
gardening and maintenance toolkits
and provided building maintenance and
repairs to 72 primary schools across
the country. In line with our focus on
nutrition, over R20m in food donations
were made to Food Bank and Feed-aChild. Makro continued its involvement
in ECD, in partnership with HOPE
Worldwide, through its provision of
R3.2m in funding for the improvement
of teaching and learning in preschools
and crèches. To aid meaningful
and interactive learning in schools
for children living with disabilities,
DionWired donated projection display
‘Smart Boards’ to 16 schools. In
addition, Massmart together with our
suppliers donated 5,500 food hampers
to the families of South African National
Defence Force members deployed on
our borders and serving under a United
Nations mandate on peace keeping
missions in other countries.
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HUMAN CAPITAL PERFORMANCE INDICATORS
FLEXI-TIMERS (%)

37.5
2013

OWNERSHIP

33.9 32.1 33.0

33.0

67.6

2012

2009

COMPARATIVE

2011

2010

6.0
2013

2013

36.2 37.3 35.0

36.5

33.3

2012

2009

COMPARATIVE

2011

2010

BLACK MANAGEMENT AS A % OF ALL MANAGEMENT AND PROFESSIONALS

74.8
2013

78.5 77.7 77.0

77.0

53.7

2012

2009

COMPARATIVE

2011

2010

LOCAL MANAGEMENT IN NON-SOUTH AFRICAN OPERATIONS AS A % OF TOTAL MANAGEMENT

90.5
2013

89.3 86.7 87.0

86.0

N/A

2012

2010

COMPARATIVE

2011

2010

4.5
2013

There has been a slight decrease % in black
management as the Company is aligning with
globally recognised job evaluation and grading
processes.

This indicates the percentage of local
management in our African operations outside
of South Africa.

2013

2013

48.4 41.9 41.0

38.0

19.0

2012

2009

COMPARATIVE

2011

2010

10.0 10.2 9.4

9.3

17.3

2011

2009

COMPARATIVE

2012

2010

AVERAGE MONTHLY MINIMUM WAGE (R)

2,688

2,953 2,589 2,555 2,139 2,456

2013

2012

2011

2010

2009

COMPARATIVE

Notes
Comparative data represents the best available
performance disclosed by South African retailers,
except for:
R Black management as a % of all management
and professionals sourced from 2012 – 2013
Commission for Employment Equity Annual
Report;
R Average minimum wage sourced from Sectoral
Determination for Wholesale and Retail Sectors;
and
R HIV prevalence which represents published
national prevalence rate according to Statistics
South Africa Mid-year population estimates 2013.

2013

2011

2010

2009

2013

2013

2012

2011

2010

COMPARATIVE

5.2

5.2

5.6

9.7

2012

2011

2010

COMPARATIVE

12.6

12.3

11.5

12.71

2012

2011

2010

COMPARATIVE

12.2

10.6

10.4

12.12

2012

2011

2010

COMPARATIVE

15.0

12.9

12.2

17.53

2012

2011

2010

COMPARATIVE

15.0

15.0

15.0

15.0

2012

2011

2010

COMPARATIVE

5.0

5.0

5.0

5.0

2012

2011

2010

COMPARATIVE

The implementation of new 6-10 year targets for
management staff and disabled staff resulted in a
decrease in the Employment Equity score.

SKILLS DEVELOPMENT

11.0
14.8
2013

ENTERPRISE DEVELOPMENT

15.0
2013

SOCIO-ECONOMIC DEVELOPMENT

5.0
2013

2013

COMPARATIVE

HIV PREVALENCE (%)

5.5

10.2

66.3

3,012 1,879 1,574 1,239 1,204
2012

19.13

B-BBEE SCORE

ESTIMATED ANNUAL PER CAPITA TRAINING INVESTMENT – PERMANENT (R)

2,935

6.6

As a result of the vesting of 3.4 million staff shares
due to the 2011 Walmart-Massmart transaction,
our ownership score decreased by 7.16%.
This score is based upon the continuing benefits
calculation as per the B-BBEE Codes of Good
Practice.

PREFERENTIAL PROCUREMENT

ESTIMATED STAFF TURNOVER (%)

10.2

14.8

EMPLOYMENT EQUITY

2013

ESTIMATED % EMPLOYEES WITH MEDICAL BENEFITS

53.6

7.6

MANAGEMENT CONTROL

UNIONISED STAFF (%)

36.0

B-BBEE PERFORMANCE INDICATORS

6.6

5.6

5.5

6.4

10.0

2012

2011

2010

2009

COMPARATIVE

72.8

75.9

66.1

77.2

2012

2011

2010

COMPARATIVE

Notes
R Comparative data represents the best
performance in the Retail Sector as published
in the Empowerdex EEC Survey 2013.
R (%) Indicates percentage score achieved on the
B-BBEE scorecard.

The lower Ownership, Employment Equity and
Skills Development scores have reduced the
Group’s overall B-BBEE score.

Prevalence has decreased and remains well below
the national prevalence rate.

MEASUREMENTS AND ASSUMPTIONS

MEASUREMENTS AND ASSUMPTIONS

Human capital data is based on Group and Divisional payroll data. HIV prevalence is based on Healthy Choices VCT testing figures.
Due to the large number and geographical positioning of stores, testing is not conducted at all stores every year. HIV prevalence is
based on staff tested in a particular year. Data is internally audited prior to publication.

Massmart’s B-BBEE figures are calculated externally by Empowerdex Economic Empowerment Rating Agency. These figures are based
on actual staff numbers (not estimates). B-BBEE scores are calculated retrospectively, therefore the data reported is based on the
scorecard complied in February 2013 for the period January – December 2012.
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CSI PERFORMANCE INDICATORS
TOTAL MASSMART GROUP CSI SPEND AS % OF PROFIT AFTER TAX

3.1
2013

3.1

2.0

1.6

2012

2011

2010

ESTIMATED WATER CONSUMPTION (KL/M2)

1.7
2013

TOTAL MASSMART GROUP CONTRIBUTION (Rm)

41.7
2013

2013

37.4

0

0

2012

2011

2010

46.4

24.4

20.6

2012

2011

2010

TOTAL INVESTMENT IN NUTRITION PROGRAMMES (Rm)

28.2
2013

26.2

7.8

4.3

2012

2011

2010

TOTAL INVESTMENT IN INFRASTRUCTURE AND SCHOOL MAINTENANCE (Rm)

3.8
2013

0.5

0

0

2012

2011

2010

TOTAL INVESTMENT IN EARLY CHILDHOOD DEVELOPMENT (Rm)

5.2
2013

1.2

0

0

2012

2011

2010

TOTAL INVESTMENT IN DIVISIONAL DISCRETIONARY PROJECTS (Rm)

4.3
2013

2.6

2.6

1.6

2012

2011

2010

The exclusion of municipal accruals from total operational
water expenditure has caused the apparent decrease in
estimated water intensity.

ESTIMATED ANNUALISED PURCHASED ENERGY CONSUMPTION INTENSITY (KWH/(GLA)M2)

TOTAL MASSMART GROUP, SUPPLIER AND STAFF CONTRIBUTION (Rm)

42.3

CLIMATE CHANGE AND ENVIRONMENTAL
PERFORMANCE INDICATORS

9.5

10.6

10.2

2012

2011

2010

209
2013

Supplier and staff contributions amounting to approximately
R640,000 include initiatives such as Casual Day, Slipper Day
and the SANDF goodwill parcel project.

0.6

All divisions, particularly Masswarehouse, have refocused
their CSI efforts to fall in line with the Group’s priorities.
The Group’s contribution to ECD projects has significantly
increased due to the realignment.

Discretionary projects across the Group have decreased
significantly due to better enforced Group guiding principles.

181

2012

2011

2010

0.4

0.5

0.4

2012

2011

2010

Scope 1 emissions have, due to a significant increase in
refrigerant gas emissions or usage in our Massdiscounters and
Masscash divisions, risen relative to sales.

ESTIMATED GROUP SCOPE 1 EMISSIONS INTENSITY (TONNES CO2E/(GLA)M2)

0.03
2013

Massbuild has increased its focus on infrastructure and school
maintenance projects.

178

ESTIMATED GROUP SCOPE 1 EMISSIONS INTENSITY (TONNES/Rm)

2013

The Group’s contribution to feeding schemes continues to
increase as a result of food donations from our Game Foodco
stores and Fruitspot.

184

Increased energy intensity can be attributed to
the inclusion of energy consumption data from
Fruitspot and Cambridge and the continued rollout of refrigeration in Game stores.

0.02

0.02

0.01

2012

2011

2010

ESTIMATED GROUP 2 EMISSIONS INTENSITY (TONNES/Rm)

5.3
2013

5.0

5.3

5.6

2012

2011

2010

ESTIMATED GROUP SCOPE 2 EMISSIONS INTENSITY (TONNESCO2E/(GLA)M2)

0.21
2013

0.18

0.18

0.19

2012

2011

2010

Scope 2 Emissions have increased as result of higher
refrigeration related energy intensity and an adjusted emission
factor for electricity.

MEASUREMENTS AND ASSUMPTIONS
CSI data is based on actual Group expenditure figures which have been internally audited.
Notes
R Government beneficiaries include the Department of Basic Education,
the South African National Defence Force and the South African Police
Service. Support is provided through the provision of school container
kitchens, school building and infrastructure maintenance, library
containers, food hampers and assistance with service delivery.
R Investment in feeding schemes includes spend on container kitchens,
vegetable gardens, NGO and government feeding schemes and
Foodbank contributions.

MEASUREMENTS AND ASSUMPTIONS
R Investment in Early Childhood Development (ECD) includes Game’s
Tools 2 Play ECD kits and Tools 2 Teach stationary hampers, as well
as Makro’s contributions to ECD partners such as HOPE Worldwide.
R Investment in infrastructure and school maintenance is primarily
based on a Builders Warehouse project that provides schools with
equipment and supplies for basic repair and maintenance.
R Investment in discretionary projects includes donations to Community
Chest, Vodacom Wheelchair Fund and ad hoc requests.

Scope 1 and 2 emissions figures are calculated externally by GCX Africa consultants. Scope 1 emissions relate to direct emissions
resulting from Company-owned vehicles, generator use and refrigerant gas emissions. Scope 2 figures are based on Divisional electricity
consumption figures. Energy consumption data is annualised and normalised (outlying data is excluded). Consequently the margin of
error on reported data is considered to between 10% – 15%. Electricity consumption and Scope 2 emissions figures include Masscash
African operations but exclude divisional Distribution Centres and Head Offices. This year emissions data for Cambridge stores and
Fruitspot were included in the calculation. Scope 2 emissions factor has been updated from 0.99 to 1.00. The total Group sales are
used to calculate Scope 1 and 2 emissions’ intensity per Rand million (Rm). Water usage has been derived with reference to the cost
of water consumed. Water consumption is based on Rand Water Tariff for retail customers.
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CONSUMER PROTECTION ACT PERFORMANCE INDICATORS
NUMBER OF CUSTOMER COMPLAINTS INVOLVING PRODUCT QUALITY (NOT SAFETY RELATED) OR WARRANTY CLAIMS

5,499
2013

6,110
2012

NUMBER OF CUSTOMER COMPLAINTS INVOLVING PROMOTIONAL CLAIMS, INSUFFICIENT STOCK OR MARKETING ERRORS

3,318
2013

2,704
2012

NUMBER OF CUSTOMER COMPLAINTS INVOLVING PRODUCT LIABILITY CLAIMS AND PRODUCT SAFETY CLAIMS

138
2013

24
2012

2013

122

2013

2012

22

2013

2012

2,426

2012

2013

1,269
2012

Notes
R Customer complaints refer to those logged
through the central complaints system and
exclude those at stores which are resolved
immediately at the store.

Energy Efficiency: Energy Efficiency Guidance Note and

Direct Farm: Massmart’s Direct Farm Programme – Ezemvelo
Massmart’s Walmart-inspired Ezemvelo direct farm programme
continues to help small to medium-sized farmers in supplying
Massmart’s divisions with fresh produce by providing the
necessary support which includes input loans for farming
vegetables, agricultural extension services, mentorship, basic
financial management training and market access.
http://corporate.walmart.com/global-responsibility/
WEB:
ethical-sourcing/

http://corporate.walmart.com/global-responsibility/
ethical-sourcing/

Primary Packaging Rationalisation: Guidance note

31

NUMBER OF RANDOM PRODUCT TESTS CONDUCTED ON PRIVATE LABEL PRODUCTS

Massmart’s Corporate Accountability Report provides highlights of
the Group’s accountability progress. We refer you to the Massmart
website for detailed information on our focus and achievements.

WEB:

NUMBER OF PRODUCT RECALLS IN GENERAL MERCHANDISE AND HOME IMPROVEMENT

45

THEME 2:
MINIMISE THE GROUP ENVIRONMENTAL FOOTPRINT

Walmart’s business has always centered on helping people
live better. This mission applies not only to our customers and
associates, but also to the workers who make our products. We
collaborate with other retailers, brands, NGOs and government
leaders to verify that u8 the products we sell are produced in a way
that provides dignity and respect for workers in our supply chain.

NUMBER OF MASSMART PRODUCT RECALLS IN FOOD AND LIQUOR

21

THEME 1:
ENABLE SUSTAINABLE SUPPLY AND CONSUMERISM

Responsible Sourcing

NUMBER OF COMPLAINTS AT NATIONAL CONSUMER COMMISSION/TRIBUNAL

29

REFERENCES

These tests were mainly investigative in nature and
triggered by customer complaints/returns regarding
product/food safety/ liability claims.

Massmart is intent on identifying opportunities to improve its
private label product packaging. Massmart recognises that given
the important function that packaging fulfils in the containment,
protection and transportation of goods a balance is required
between cost, packaging performance and sustainability.
http://www.massmart.co.za/wp-content/uploads/2014/03/
WEB:
Packaging-Rationalisation-Guidance-Note-.pdf

Local Supplier Advocacy

Renewable Energy Guidance Note
Massmart is focused on improving energy efficiency in line with
format-specific energy intensity benchmarks. We also recognise
that energy security and concern around escalating energy tariffs
continue to be a national priority. In line with this, Massmart is
developing energy intensity benchmarks and targets for all Group
formats that distinguish between legacy and new store energy
efficiency requirements.
http://www.massmart.co.za/wp-content/uploads/2014/03/
WEB:
Energy-Efficiency-Guidance-Note-Final-2.pdf
http://www.massmart.co.za/wp-content/uploads/2014/03/
Renewable-Energy-Guidance-Note-.pdf

Secondary Packaging Rationalisation: Waste Minimisation
Guidance Note
Waste management is an important Walmart sustainability
goal, and the company aims to be packaging neutral globally
and to eliminate landfill waste in their operations in the United
States by 2025. As a responsible retailer, Massmart is intent
on implementing waste minimisation initiatives that optimise
re-cycling and re-use of store generated waste and high priority
consumer waste.

WEB:

http://www.massmart.co.za/wp-content/uploads/2014/03/
Waste-Management-Guidance-Note-.pdf

Water Efficiency
This Group update outlines efforts by Massbuild’s Builders
Warehouse and Builders Express stores to cut down on their
operational water usage by using rainwater-harvesting tanks at
stores.
http://www.massmart.co.za/wpcontent/uploads/2013/12/
WEB:
massmart_water_harvesting_strategies.pdf

Massmart recognises the importance of sharing knowledge with
willing local suppliers to facilitate voluntary achievement of higher
environmental and human rights standards in the retail supply
chain.
http://www.massmart.co.za/wp-content/uploads/2014/03/
WEB:
Massmart-Seafood-Guidance-Note.pdf

THEME 3:
CHAMPION SOCIAL EQUALITY INITIATIVES

Consumer Empowerment

We have aligned our efforts to the Department of Trade and
Industry’s B-BBEE Code of Good Practice to ensure that we
contribute to a sustainable and equitable society.

As a leader in the home DIY industry, Builders Warehouse believes
that it has a responsibility to offer its customers the latest ecofriendly technologies to help make South African households and
businesses operate more efficiently with minimal environmental
impact. This Group update highlights the Green Stands initiative by
Builders Warehouse and Ellies Green that encourages customers
to make sustainable choices in the purchase of products.
http://www.massmart.co.za/wp-content/uploads/2013/12/
WEB:
builders_warehouse_2013.pdf

Broad-Based Black Economic Empowerment

WEB:

http://www.massmart.co.za/wpcontent/uploads/2013/12/
massmart_bbbee_certificate_annexure.pdf
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REMUNERATION REPORT
FOR THE YEAR ENDED DECEMBER 2013

OUR EMPLOYEES
REMUNERATION REPORT
INTERESTS OF DIRECTORS IN THE
COMPANY’S SHARE SCHEME

38

40

DIRECTORS’ EMOLUMENTS

42

VALUE ADDED STATEMENT

45

Massmart, through the Remuneration Committee, implements
remuneration policies that enable it to recruit, retain and motivate
the executive talent needed to achieve superior performance.
The Committee, with periodic advice from external executive
remuneration consultants, ensures the provision of executive
remuneration packages that are competitive with reference to other
major South African retail companies, as well as other companies
similar to Massmart in their size, spread and complexity.
Our executive remuneration policy has three components, being:

›
›
›

guaranteed package, specifically the basic salary and benefits
including motor vehicles, retirement funding and medical aid;
short-term incentives, represented as multiples of basic
monthly salary linked to the achievement of targets and/or
personal performance. If achieved, these incentives are paid
annually; and
long-term equity incentives, represented as a percent of
guaranteed package in a mix of Performance and Restricted
shares.

The Massmart remuneration policy strives for the guaranteed
package to align with the median of the market; and the upper
quartile of the market for all three components of remuneration
combined.
With regard to short-term incentives, Massmart places particular
emphasis on generous annual incentives for high performance for
both executive directors and executive management. This policy,
communicated to and understood by the Group’s executives,
codifies a range of performance incentives linked to the approved
annual Operating Income targets for both Group and Divisions.
Executives can earn an increasing multiple of their monthly
basic salary depending upon achievement against these agreed
targets. The Committee also has the discretion to reward superior
individual performance.
The long-term equity incentive plan ensures alignment of
executive reward with shareholders’ interests, in particular
the sustained creation of shareholder value. Shareholders
approved a new plan in May 2013 which provides for a mix
of Performance share awards and grants of Restricted shares.
The Performance share awards are linked to approved annual
revenue and ROI targets over three separate years. The targets
have ranges so that the final amount awarded is based on a
sliding scale. If achieved, the awards are share-settled at the end
of the third year. Restricted share grants are made for retention
purposes and vest on a time basis, one third each at the end of
years 3, 4 and 5. The awards and grants are made annually in
amounts calculated together on a 70/30 split, based on 25%
– 100% of guaranteed packages for eligible employees, at each
approved grade level. No consideration is imputed for the issue
of awards or grants and for the calculation of subsequent gains.

At least every two years the Committee receives a report prepared by independent remuneration consultants on the recent trends in,
and the current levels of, short and long-term executive remuneration in South Africa. Annually the Committee also reviews the Group’s
employee benefit funds, being the in-house medical scheme and the provident and pension funds, considering their governance,
performance, financial stability and the general principles central to the benefit levels being applied.

Top three executives’ salaries
King III recommends that the salaries of the top three executives, excluding executive directors, should be disclosed. Due to their
specialised retail skills, the highly competitive South African retail environment and the employees’ value to Massmart, the Board does
not wish to disclose this information for each of the individuals but has instead disclosed the total salaries of the three employees
concerned.
During the year ended December 2013, the top three executives’ combined salaries (comprising basic salary, motor vehicle, medical
aid and retirement benefits) were R23.6 million (26 weeks ended Dec 2012: R14.7 million).

Non-executive directors’ fees
The Board’s policy is to pay non-executive directors’ fees that are competitive but not in the top quartile. As noted in the ‘Our Business’
section on the web, attendance fees are not paid. The Walmart-appointed non-executive directors do not receive fees from Massmart.
The following fees for the 2014 financial year will be proposed at the May 2014 Annual General Meeting:
2014
R

2013
R

Chairman of the Board

871,000

822,000

Deputy Chairman

625,000

590,000

Directors

259,000

244,000

Committee Chairmen

252,000

238,000

Committee Members

120,000

113,000

Chris Seabrooke

Chairman of the Remuneration Committee

10 April 2014
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INTERESTS OF DIRECTORS IN THE COMPANY’S SHARE SCHEME
FOR THE YEAR ENDED DECEMBER 2013

Details of Directors’ shares and share options per Director:

Details of Directors’ shares and share options per Director:
Subscription
Relevant date
Pattison, GM
Employee Share Option Scheme
Balance at June 2012
Options exercised
Balance at December 2012
Options exercised/Shares sold

price (R)

Market
price (R)

1 April 2005

41.90

174.50

–

–

–

Balance at December 2013
Comprising:

Number of

Gain on sale/

shares/share

exercise

options

733,021
(49,000)

6,495

684,021
–

6,495
–

684,021

–

1 April 2005
23 May 2006
24 May 2007
26 May 2008
27 May 2009
1 September 2011

41.90
54.13
94.25
72.86
77.56
153.84

47,000
367,500
26,948
41,768
42,202
158,603

Employee Share Awards Scheme
Balance at December 2012
Performance awards granted 16 September 2013
Retention awards granted 16 September 2013

–
–

–
28,705
9,569

Balance at December 2013
Comprising:
Performance awards
16 September 2013
Retention awards
16 September 2013
Hayward, GRC
Employee Share Option Scheme
Balance at June 2012
Shares sold
1 April 2005
Shares sold
23 May 2006
Balance at December 2012
Options exercised/Shares sold

31 March 2015
22 May 2016
23 May 2017
25 May 2018
26 May 2019
31 August 2021

–
–

41.90
54.13

–
–

168.90
168.90

28,705
9,569

–
–

628,406
(98,000)
(73,500)

12,410
8,409

456,906
–

20,819
–

456,906

–

–

–

–

24 May 2007
1 April 2008
26 May 2008
27 May 2009
1 September 2011
16 May 2012

94.25
66.91
72.86
77.56
153.84
159.62

–
–
–
–
–
–

24,444
19,912
36,573
105,448
120,987
149,542

Employee Share Awards Scheme
Balance at December 2012
Performance awards granted 16 September 2013
Retention awards granted 16 September 2013

–
–

–
–

–
20,848
6,950

–
–

–
–

20,848
6,950

–
–

Number of

Gain on sale/

shares/share

exercise

price (R)

options

(R000)

Zwarenstein, I
Employee Share Option Scheme
Balance at June 2012
Options exercised
1 April 2008
Options exercised
26 May 2008
Options exercised
27 May 2009

66.91
72.86
77.56

172.40
172.40
172.40

202,659
(5,484)
(10,840)
(3,676)

576
1,075
347

Balance at December 2012
Options exercised
Options exercised
Options exercised

66.91
72.86
77.56

196.00
196.00
196.00

182,659
(2,742)
(5,234)
(7,352)

1,998
354
644
871

167,331

1,869

1 April 2008
26 May 2008
27 May 2009

Balance at December 2013
Comprising:

26 May 2008
27 May 2009
1 September 2011
16 May 2012

72.91
77.56
153.84
159.62

–
–
–
–

8,037
3,677
63,941
91,676

Employee Share Awards Scheme
Balance at December 2012
Performance awards granted 16 September 2013
Retention awards granted 16 September 2013

–
–

–
–

–
12,759
4,253

Balance at December 2013
Comprising:
Performance awards
Retention awards

Expiry
date

25 May 2018
26 May 2019
31 August 2021
15 May 2022

–
–

17,012
16 September 2013
16 September 2013

–
–

–
–

12,759
4,253

–
–

Shares and options at reporting date can be found in the ‘Directors’ Report’ on p.48.

WEB:

23 May 2017
31 March 2018
25 May 2018
26 May 2019
31 August 2021
15 May 2022

27,798
–
–

–
–

Market

price (R)

Relevant date

date

38,274

Balance at December 2013

Balance at December 2013
Comprising:
Performance awards
16 September 2013
Retention awards
16 September 2013

(R000)

Subscription

Expiry

More detail on the Employee Share Incentive Schemes can be found in note 28: www.massmart.co.za/iar2013/groupafs
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DIRECTORS’ EMOLUMENTS
FOR THE YEAR ENDED DECEMBER 2013

Services
as
Directors
of
Massmart
Holdings
Limited
R000

Salary
and
allowances

Bonuses
and
performance
related
payments1

R000

R000

Other
benefits

Retirement
and
related
benefits

Subtotal

Fringe
benefit of
interestfree loans
used to
finance
shares2

R000

R000

R000

R000

Gains on
exercise
of share
options
and on
shares
purchased
by
Directors
R000

Total

Services
as
Directors
of
Massmart
Holdings
Limited

R000

For the 53-week year ended
December 2013

Other
benefits

Retirement
and
related
benefits

Subtotal

Fringe
benefit of
interestfree loans
used to
finance
shares2

R000

R000

R000

R000

R000

Salary
and
allowances

Bonuses
and
performance
related
payments1

R000

R000

Gains on
exercise
of share
options
and on
shares
purchased
by
Directors

Total

R000

R000

For the 26-week year ended
December 2012

Executive directors

Executive directors

Pattison, GM

–

5,215

1,304

772

365

7,656

1,413

–

9,069

Pattison, GM

–

2,085

–

325

219

2,629

751

6,495

9,875

Hayward, GRC

–

3,560

916

686

249

5,411

814

–

6,225

Hayward, GRC

–

1,728

–

262

182

2,172

490

20,819

23,481

Zwarenstein, I

–

2,447

561

113

153

3,274

1

1,863

5,138

Zwarenstein, I

–

1,187

–

6

111

1,304

2

1,998

3,304

–

11,222

2,781

1,571

767

16,341

2,228

1,863

20,432

–

5,000

–

593

512

6,105

1,243

29,312

36,660

Lamberti, MJ3

1,213

–

–

–

–

1,213

–

–

1,213

Lamberti, MJ

505

–

–

–

–

505

–

–

505

Seabrooke, CS

1,256

–

–

–

–

1,256

–

–

1,256

Seabrooke, CS

460

–

–

–

–

460

–

–

460

Cheesewright, D

–

–

–

–

–

–

–

–

–

Cheesewright, D3

–

–

–

–

–

–

–

–

–

Davis, JA

–

–

–

–

–

–

–

–

–

Davis, JA

–

–

–

–

–

–

–

–

–

183

–

–

–

–

183

–

–

183
296

Non-executive directors

Non-executive directors

Gwagwa, NN

451

–

–

–

–

451

–

–

451

Gwagwa, NN

Langeni, P

689

–

–

–

–

689

–

–

689

Langeni, P

296

–

–

–

–

296

–

–

Suarez, JP

–

–

–

–

–

–

–

–

–

Suarez, JP

–

–

–

–

–

–

–

–

–

1,444

–

–

–

–

1,444

–

–

1,444

Prescribed Officer A

–

–

–

–

–

6,099

243

4,524

10,866

Prescribed Officer B

–

–

–

–

–

3,420

4

4,665

8,089

Prescribed Officer C4

–

–

–

–

–

1,892

314

5,566

7,772

Prescribed Officer D

–

–

–

–

–

1,523

4

4,801

6,328

Prescribed Officer E

–

–

–

–

–

5,218

–

–

5,218

Prescribed Officer F

–

–

–

–

–

3,400

–

39

3,439

Prescribed Officer G

–

–

–

–

–

1,000

120

1,850

2,970

Prescribed Officer H4

–

–

–

–

–

2,152

–

452

2,604

Prescribed Officer I

–

–

–

–

–

1,139

39

1,390

2,568

Prescribed Officer J4

–

–

–

–

–

1,607

148

–

1,755
1,597

3,609

–

–

–

–

3,609

–

–

3,609

Prescribed Officer A

–

–

–

–

–

9,712

370

2,702

12,784

Prescribed Officer B

–

–

–

–

–

6,161

–

–

6,161

Prescribed Officer D

–

–

–

–

–

3,694

6

5,904

9,604

Prescribed Officer E

–

–

–

–

–

4,327

–

–

4,327

Prescribed Officer F

–

–

–

–

–

7,756

–

389

8,145

Prescribed Officer G

–

–

–

–

–

2,530

229

–

2,759

Prescribed Officer I

–

–

–

–

–

2,831

43

719

3,593

Prescribed Officer K

–

–

–

–

–

2,979

–

–

2,979

Prescribed Officer L

–

–

–

–

–

2,930

–

–

2,930

Prescribed Officer M

–

–

–

–

–

2,582

73

–

2,655

Prescribed Officer K

–

–

–

–

–

1,597

–

–

–

–

–

–

–

45,502

721

9,714

55,937

Prescribed Officer L

–

–

–

–

–

1,115

–

–

1,115

79,978

Prescribed Officer M

–

–

–

–

–

1,030

38

–

1,068

Prescribed Officer N4

–

–

–

–

–

451

87

–

538

–

–

–

–

–

31,643

997

23,287

55,927

1,444

5,000

–

593

512

39,192

2,240

52,599

94,031

Prescribed Officers

Prescribed Officers

Total
1

2
3

3,609

11,222

2,781

1,571

767

65,452

2,949

11,577

In order to match incentive awards with the performance to which they relate, bonuses above reflect the amounts accrued in respect of each year and
not amounts paid in that year.
Held in terms of the rules of the Company’s share scheme.
Resigned with effect from 10 April 2014.

Total
1

2
3
4

In order to match incentive awards with the performance to which they relate, bonuses above reflect the amounts accrued in respect of each year and
not amounts paid in that year.
Held in terms of the rules of the Company’s share scheme.
Appointed 20 August 2012.
Resigned in year ended December 2012.
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VALUE ADDED STATEMENT
FOR THE YEAR ENDED DECEMBER 2013

The comments below provide further background and context to the figures disclosed in the prior two tables.
Directors’ emoluments (note 34 WEB:
www.massmart.co.za/iar2013/groupafs) and
Interests of directors in the Company’s Share Scheme (note 35 WEB:
www.massmart.co.za/iar2013/groupafs).

December 2013
53 weeks
Rm

›
›

GM Pattison
Following a third party executive remuneration analysis which assessed positions of similar stature and complexity, the Remuneration
Committee awarded Grant a 25.0% increase to his salary and allowances in January 2013. In terms of the Group’s Short-term
Executive Incentive Scheme which rewards executives based on the Group’s actual financial performance compared to the Plan for
the same year, he received no bonus. The Committee however, awarded him a qualitative bonus of three months (R1.30 million) in
recognition of the strategic initiatives successfully implemented in 2013.
During the year ended December 2013 Grant did not convert or sell any Massmart options, but did sell 100,000 shares from the
Pattison Family Trust, realising a pre-tax gain on sale of shares of R18.8 million.
Through the Employee Share Option Scheme, Grant holds 684,021 Massmart shares and options of which 42,202 shares and
158,603 options are held in the Pattison Family Trust, of which Grant is a beneficiary. The average length of time that he has held these
is 6.1 years and the average strike price is R80.58 per share. The Pattison Family Trust also directly owns 118,055 Massmart shares.
Through the Employee Share Awards Scheme, Grant was awarded 28,705 conditional performance awards and 9,569 retention
awards on 16 September 2013.

GRC Hayward
The Remuneration Committee awarded Guy a 6.0% increase to his salary and allowances in July 2013. In terms of the Group’s Shortterm Executive Incentive Scheme which rewards executives based on the Group’s actual financial performance compared to the Plan
for the same year, he received no bonus. The Committee however, awarded him a qualitative bonus of three months (R0.92 million) in
recognition of his sound direction of the operating Divisions in 2013.

Sales, royalties, franchise fees, rentals
and management and administration fees
(inclusive of VAT)
Cost of sales

%

December 2012
52 weeks
Rm

%

Increase on
previous year
%

82,650.9

75,657.6

9.2

(58,926.4)

(53,563.0)

10.0

40.7

125.3

Net costs of services and other operating expenses

(5,279.3)

(5,261.6)

0.3

Value added

18,485.9

16,958.3

9.0

Interest and investment income

(67.5)

Applied as follows :
To employees as salaries, wages and other benefits
To Government as taxation
To shareholders as dividends

5,423.5

29.4

4,856.1

28.6

10,705.3

57.9

10,192.2

60.1

5.0

913.4

4.9

864.7

5.1

5.6

11.7

To lenders as interest

283.8

1.5

217.4

1.3

30.5

Depreciation and amortisation

731.1

4.0

661.8

3.9

10.5

Non-controlling interests
Net earnings retained
Total

59.1

0.3

53.7

0.3

10.1

369.7

2.0

112.4

0.7

228.9

18,485.9

100.0

16,958.3

100.0

9.0

During the year ended December 2013 Guy did not convert or sell any Massmart options or shares.
Through the Employee Share Option Scheme, Guy holds 456,906 Massmart shares and options of which 19,912 shares are held in
the Bluett-Hayward Trust, of which Guy is a discretionary beneficiary. The average length of time that he has held these is 3.3 years
and the average strike price is R124.67 per share. Guy also owns 36,517 Massmart shares directly.
Through the Employee Share Awards Scheme, Guy was awarded 20,848 conditional performance awards and 6,650 retention awards
on 16 September 2013.

I Zwarenstein
The Remuneration Committee awarded Ilan a 6.0% increase to his salary and allowances in July 2013. In terms of the Group’s Shortterm Executive Incentive Scheme which rewards executives based on the Group’s actual financial performance compared to the Plan
for the same year, he received no bonus. The Committee however, awarded him a qualitative bonus of three months (R0.56 million) in
recognition of the high standards achieved in the Group’s Finance and Accounting functions.
During the year ended December 2013 Ilan converted and sold 15,328 Massmart options, realising a pre-tax gain on exercise of share
options of R1.9 million.
Through the Employee Share Option Scheme, Ilan holds 167,331 options. The average length of time that he has held these is 2.2
years and the average strike price is R151.44 per share.
Through the Employee Share Awards Scheme, Ilan was awarded 12,759 conditional performance awards and 4,253 retention awards
on 16 September 2013.

VALUE ADDED
STATEMENT

4.9%

To shareholders
as dividends

1.5%

To lenders
as interest

4.0%

Depreciation
and amortisation

0.3%

Non-controlling
interests

2.0%

Net earnings
retained

29.4%

To employees as salaries,
wages and other benefits

57.9%

To Government
as taxation
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OUR SUPPLIERS

MASSMART SUPPLIER
DEVELOPMENT FUND

FUND APPLICATION PROCESS OVERVIEW

Who we are

“Massmart is extremely proud of the success that we have managed to achieve as far as developing our local suppliers is concerned.
Our approach is to allow suppliers to grow gradually based on their capability and ability to cope with the complexity of our supply chain.”

Arising from the Massmart-Walmart ruling at the Competition
Tribunal, Massmart established a R240 million Supplier Development
Fund to assist in developing South African suppliers, particularly
any Small Medium Enterprise (SME) which is Black-Owned; Black
Empowered; or a local manufacturer of products. The mandate of the
Supplier Development Fund is carried out in two areas: the Supplier
Development Programme and Ezemvelo Direct Farm Programme.

Mncane Mthunzi, Group Africa and Supplier Development Executive

Supplier contacts via
website/road shows/ industry
associations etc.

The purpose of the Supplier Development Fund is to assist Massmart’s
existing and new suppliers to enhance the quality of their products,
thereby improving their procurement and supply chain.

PUSH

Agreed governance
and procedures

FUND
ADMINISTRATOR

PULL

Agreed selection filter

Receives application

STEP 1



Supplier identification
and application

  

 
 

Buyer referrals/SMEs deliver on
orders and produce items that
are fast moving/sourced locally

  
   

Objectives

ADVISORY BOARD

The following are the key objectives of the Supplier Development
Programme:

Provides input and recommendations to the Fund committee for approval
Quarterly review and feedback on overall implementation progress

› Improve quality of products;
› Assist local suppliers to expand production capacity
(existing and potential);
› Assist suppliers to reduce input costs;
› Enable Massmart to increase and diversify its local sourcing
capacity;
› Provide a route to market to deserving products (locally and
internationally); and
› Establish and build long-term, effective supplier partnerships.

Applications filter
against fund
investment areas

STEP 2
Shortlist

47

Implementation

EP

4

  

 
 

  
   

ST

P6

FUND APPLICATION PROCESS OVERVIEW


STE
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› South African domiciled companies;
› Small, medium or micro enterprises;
› Agreement of programme terms and conditions, including
periodic audit of company operations under certain programmes;
› Can be a manufacturer or service provider;
› If a funding programme is requested, the applicant must have a
reasonable likelihood of success as determined by the Supplier
Development Fund management;
› Priority and preference shall be given to manufacturers of
products that are environmentally and socially sustainable;
› Supplier operations that have no negative impact on the
South African economy;
› Encourage positive South African development effects;
› Creates or maintains employment; and
› Women-owned, black-owned and black-empowered
companies are encouraged to apply.

STEP
7

Measuring and
reporting

Eligibility for support from the Supplier Development Fund will vary
among programmes. Basic supplier eligibility includes:

P3
STE

Supplier eligibility

Committee review
and feedback/
approval

STEP 5
Final intervention
structure/approval
projects added

The first annual report of the Fund was submitted to the Competition Commission in December 2013, and provides more insight to the fund:

WEB:

www.massmart.co.za/iar2013/sdf

APPROVAL OF THE AUDITED
ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 2013

48 Our Investors

DIRECTORS’ REPORT

The audited annual financial statements were approved by the Board of
Directors
10 April
2014
and signed
on its behalf by:
FOR THEonYEAR
ENDED
DECEMBER
2013
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INDEPENDENT AUDITORS’ REPORT ON THE SUMMARY
ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 2013

OUR INVESTORS

Directors’ responsibilities

To the shareholders of Massmart Holdings Limited

The Directors acknowledge responsibility for the preparation of
the Annual Financial Statements, which, in their opinion, fairly
present the results and cash flows for the year ended December
2013 and the state of affairs of Massmart Holdings Limited
and
its subsidiaries at the end of the
period. The External Auditors
GM Pattison
I Zwarenstein
are
responsible
for reporting onFinancial
the fair Director
presentation of these
Chief
Executive Officer
financial statements.

The summary consolidated financial statements of Massmart Holdings Limited, incorporated in the Group Financial Directors’
review, which comprise the summary consolidated statement of financial position as at December 2013, the summary
consolidated income statements, summary consolidated statements of comprehensive income, changes in equity and cash
flows for the year then ended on pages 67, 60, 66, 74 and 75 respectively, and related notes on pages 77 to 80, are
derived from the audited consolidated financial statements of Massmart Holdings Limited for the year ended December 2013.
We expressed an unmodified audit opinion on those consolidated financial statements in our report dated 10 April 2014.
Our auditors’ report on the audited consolidated financial statements contained an other matters paragraph: “Other reports
required by the Companies Act” (refer below).

The Company and its subsidiaries have maintained satisfactory

The preparation of the Group’s consolidated results was supervised by
accounting records and an effective system of internal controls
thetoFinancial
Director,
Ilan Zwarenstein,
BCom,information.
CA(SA). These
results
ensure the
integrity
of the underlying
Appropriate
have
been audited
in compliance
with
applicable
requirements
of the
accounting
policies,
supported
byany
sound
and prudent
managerial
Companies
Actand
of South
Africahave
and were
underapplied.
s29(1) of this
judgments
estimates,
beenprepared
consistently
Act.

The Audit Committee of the Board reviews the financial information
presented and ensures that there has been adherence to International
Financial Reporting Standards. Internal and External Auditors of
Group companies have unrestricted access to the Committee.

Company Secretary Certificate

Group financial results

I, Philip Sigsworth, the Company Secretary of Massmart Holdings
The financial results of the Group are set out in the income statement,
Limited, certify that to the best of my knowledge and belief, all returns
statement of comprehensive income, the statement of cash flows
required of a public company have, in respect of the year under review,
and the statement of changes in equity. The financial position
been
withis
theset
Registrar
of Companies
all such
returns
of lodged
the Group
out in the
statement and
of fithat
nancial
position
and
areaccompanying
true, correct and
up to date.
notes.

Dividend
The Company’s dividend policy is to declare and pay an interim
and final cash dividend representing a 1.55 times dividend cover
unless circumstances dictate otherwise. For the year ended
December 2013, the Board has resolved to maintain the absolute
value of the final cash dividend at the level that it was in the prior
financial year, due to the strong liquidity position of the Group and
its growth prospects.
Philipregard
Sigsworth
With
to the final distribution to shareholders, the Directors
CompanytoSecretary
resolved
distribute to shareholders registered in the books of the
Company on 20 March 2014, a final cash dividend of 275 cents
(December 2012: 275 cents).
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Shares in issue
The movement
in certificate
ordinary and
shares
for the listing
period
Annual
compliance
forpreference
issuers with
a primary
under review can be found below:
on the JSE
Ordinary Shares
I, the undersigned, Ilan Zwarenstein, being duly authorised hereto, certify
Balance at June 2012
216,124,461
to the JSE Limited (the JSE) that1Massmart Holdings Limited and its
Converted preference shares
785,734
directors have, during the 12 months ended 31 December 2013, complied
Balance at December 2012
216,910,195
with all Listings Requirements and
every disclosure requirement for
Converted preference shares2
198,849
continued listing on the JSE imposed by the JSE during that period.
Ordinary shares in issue at December 2013
217,109,044
Preference Shares
Balance at June 2012
13,247,409
Converted preference shares1
(785,734)
Balance at December 2012
12,461,675
Converted preference shares2
(198,849)
Residual shares automatically redeemed
(9,395,053)
Preference shares in issue at December 2013
2,867,773
The preference shares in the prior year relate to Massmart’s Thuthukani
Empowerment Trust and Black Scarce Skills Trust
The preference shares in the current year relate to Massmart’s Black
I Zwarenstein
Scarce Skills Trust
Duly authorised hereto, for and on behalf of the Directors of the
Company

1

2

The summary consolidated financial statements do not contain all the disclosures required by International Financial Reporting
Standards and the requirements of the Companies Act of South Africa as applicable to Annual Financial Statements. Reading
the summary consolidated financial statements, therefore, is not a substitute for reading the audited consolidated financial
statements of Massmart Holdings Limited.

Directors’ responsibility for the summary consolidated financial statements
The Directors are responsible for the preparation of the summary consolidated financial statements in accordance with the
requirements of the JSE Limited Listings Requirements for abridged reports, set out in the approval of the abridged Annual
Financial Statements on page 2, and the requirements of the Companies Act of South Africa as applicable to summary
financial statements, and for such internal control as the Directors determine is necessary to enable the preparation of the
summary consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility
Our responsibility is to express an opinion on the summary consolidated financial statements based on our procedures, which
were conducted in accordance with International Standard on Auditing (ISA) 810, Engagements to Report on Summary
Financial Statements.

Opinion
In our opinion, the summary consolidated financial statements derived from the audited consolidated financial statements of
Massmart Holdings Limited for the year ended December 2013 are consistent, in all material respects, with those consolidated
financial statements, in accordance with the requirements of the JSE Limited Listings Requirements for abridged reports, set
out in the approval of the abridged Annual Financial Statements on page 2, and the requirements of the Companies Act as
applicable to summary financial statements.

Other reports required by the Companies Act
The “other reports required by the Companies Act” paragraph in our audit report, dated 10 April 2014, states that as part of
our audit of the consolidated financial statements for the year ended December 2013, we have read the Directors’ report, the
Audit Committee’s report and the Company Secretary’s Certificate for the purpose of identifying whether there are material
inconsistencies between these reports and the audited consolidated financial statements. These reports are the responsibility
of the respective preparers. The paragraph also states that, based on reading these reports, we have not identified material
inconsistencies between these reports and the audited consolidated financial statements. The paragraph furthermore states
that we have not audited these reports and, accordingly, do not express an opinion on these reports. The paragraph does not
have an effect on the summary consolidated financial statements or our opinion thereon.

Ernst & Young Inc.
Per: Allister Carshagen

Director
Registered Auditor
10 April 2014

102 Rivonia Road
Johannesburg, Gauteng, South Africa
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DIRECTORS’ REPORT
FOR THE YEAR ENDED DECEMBER 2013

OUR INVESTORS

Directors’ responsibilities

Directorate and secretary

The Directors acknowledge responsibility for the preparation of
the Annual Financial Statements, which, in their opinion, fairly
present the results and cash flows for the year ended December
2013 and the state of affairs of Massmart Holdings Limited
and its subsidiaries at the end of the period. The External Auditors
are responsible for reporting on the fair presentation of these
financial statements.

The current directorate of the Company is shown on pages 89 to 91.

The Company and its subsidiaries have maintained satisfactory
accounting records and an effective system of internal controls
to ensure the integrity of the underlying information. Appropriate
accounting policies, supported by sound and prudent managerial
judgments and estimates, have been consistently applied.
The Audit Committee of the Board reviews the financial information
presented and ensures that there has been adherence to International
Financial Reporting Standards. Internal and External Auditors of
Group companies have unrestricted access to the Committee.

The Board comprises ten Directors of whom seven are non-executive and four are independent. In addition, each Board committee is
chaired by an independent Director.
The Company Secretary provides a central source of guidance and advice to the Board, and within the Company, on matters of ethics
and good governance. The Company Secretary is Philip Sigsworth, CA (SA), whose business and postal addresses are the same as that
of the Company. Philip was appointed on 7 May 2012.
In accordance with the provisions of the Company’s Memorandum of Incorporation, Messrs CS Seabrooke, D Cheesewright and
GRC Hayward, and Dr NN Gwagwa will retire, and Mr D Dlamini will resign, at the Annual General Meeting. Being eligible, they all
offer themselves for re-election.

Interests of Directors in the Company’s shares
At December 2013, Directors owned, directly or indirectly, ordinary shares or options over ordinary shares in the Company. These
holdings were all beneficial and are aggregated in the table below:

Group financial results

December 2013
Options/Share
Shares
Awards

The financial results of the Group are set out in the income statement,
statement of comprehensive income, the statement of cash flows
and the statement of changes in equity. The financial position
of the Group is set out in the statement of financial position and
accompanying notes.

Non-executive Directors
MJ Lamberti1
CS Seabrooke
D Cheesewright
JA Davis
NN Gwagwa
P Langeni
JP Suarez
Executive Directors
GM Pattison
GRC Hayward
Ilan Zwarenstein

Dividend
The Company’s dividend policy is to declare and pay an interim
and final cash dividend representing a 1.55 times dividend cover
unless circumstances dictate otherwise. For the year ended
December 2013, the Board has resolved to maintain the absolute
value of the final cash dividend at the level that it was in the prior
financial year, due to the strong liquidity position of the Group and
its growth prospects.
With regard to the final distribution to shareholders, the Directors
resolved to distribute to shareholders registered in the books of the
Company on 20 March 2014, a final cash dividend of 275 cents
(December 2012: 275 cents).

DIRECTORS’ REPORT
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1

Non-executive Directors
MJ Lamberti1
CS Seabrooke
D Cheesewright
JA Davis
NN Gwagwa
P Langeni
JP Suarez
Executive Directors
GM Pattison
GRC Hayward
Ilan Zwarenstein

2

216,124,461
785,734
216,910,195
198,849
217,109,044

The preference shares in the prior year relate to Massmart’s Thuthukani
Empowerment Trust and Black Scarce Skills Trust
The preference shares in the current year relate to Massmart’s Black
Scarce Skills Trust

–
–
–
–
–
–
–

–
–
–
–
9,800
9,800
–

–
–
–
–
–
–
–

596,473
222,894
–

243,877
298,327
184,343

696,473
222,894
–

205,603
270,529
182,659

April 2014
Options/Share
Shares
Awards

The movement in ordinary and preference shares for the period
under review can be found below:

13,247,409
(785,734)
12,461,675
(198,849)
(9,395,053)
2,867,773

–
–
–
–
9,800
9,800
–

At the date of this report, the Directors’ beneficial holdings were as follows:

Shares in issue

Ordinary Shares
Balance at June 2012
Converted preference shares1
Balance at December 2012
Converted preference shares2
Ordinary shares in issue at December 2013
Preference Shares
Balance at June 2012
Converted preference shares1
Balance at December 2012
Converted preference shares2
Residual shares automatically redeemed
Preference shares in issue at December 2013

December 2012
Options/Share
Shares
Awards

–
–
–
–
9,800
8,800
–

–
–
–
–
–
–
–

–
–
–
–
9,800
9,800
–

–
–
–
–
–
–
–

596,473
222,894
–

243,877
298,327
184,343

596,473
222,894
–

205,603
270,529
182,659

There were no non-beneficial interests in either of these periods.
1

Resigned with effect from 10 April 2014.

April 2013
Options/Share
Shares
Awards
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INDEPENDENT AUDITORS’ REPORT ON THE SUMMARY
ANNUAL FINANCIAL STATEMENTS

DIRECTORS’ REPORT continued
FOR THE YEAR ENDED DECEMBER 2013

FOR THE YEAR ENDED DECEMBER 2013

Subsidiaries
As at the date hereof, the following companies are principal
subsidiaries of the Company:
Capensis Investments 241 (Pty) Limited
Massbuild (Proprietary) Limited (previously Builders Trade Depot)
Masscash Holdings (Proprietary) Limited
Massmart International Holdings Limited (incorporated in Mauritius)
Massmart Management & Finance Company (Proprietary) Limited
Masstores (Proprietary) Limited
Mystic Blue Trading 62 (Proprietary) Limited

2000/007070/07
2004/035206/07
1997/014716/07
47902 C1/GBL
1992/004084/07
1991/006805/07
2005/018657/07

Details of the Company’s interests in material subsidiaries are set
www.massmart.co.za/iar2013/groupafs. Total
out in note 36 WEB:
net profit after tax for all subsidiaries for the year ended December
2013 amounted to R1.3 billion (Dec 2012: R240.4 million/
Jun 2012: R458.6 million).

Borrowing powers
In terms of the Memorandum of Incorporation, the Group has
unlimited borrowing powers. At December 2013, borrowings were
R2.3 billion (December 2012: R1.7 billion).

Going concern
The Directors are of the opinion that the business will be a going
concern in the year ahead. In reaching this opinion, the Directors
considered the following factors:

›
›
›
›
›
›
›

strong positive cash flows from trading;
no recurring material operating losses at Divisional and
Group level;
well-controlled working capital and good quality inventory;
approved short- and long-term financing, with sufficient
additional short-term borrowing capacity if required;
key executive management in place;
there have been no material changes that may affect the Group
in any of our customer, product or geographic markets; and
budgets to December 2014 reflect a continuation of the
above positive issues.

Litigation
There are no current, pending or threatened legal or arbitration
proceedings that may have, or have had in the previous 12 months,
a material effect on the Group’s financial position.
As part of the litigation relating to the Massmart-Walmart
acquisition, Massmart has either satisfied or is in the process of
satisfying the conditions ordered by the 2012 Competition Appeal
Court order. Two conditions remain active.
Firstly, Massmart has established a Supplier Development Fund that
has commenced distributing funds to qualifying beneficiaries.
Secondly, in cooperation with the Competition Commission,
Massmart has initiated its remedial plan to re-instate the
approximately 230 employees who were either not located or did
not accept their original re-instatement offer from the pool of 503
retrenched employees.

The objective of the remedial plan is to ensure that Massmart has
fully complied with the court order to re-instate all employees. The
first annual report of the Fund was submitted to the Competition
Commission in December 2013.

Change in year-end
In order to align the Group better with Wal-Mart Stores, Inc.
(Massmart’s ultimate holding Company), in 2012 Massmart’s yearend was changed from June to December. The change in year-end
meant that Massmart reported audited results for the six months to
December 2012 in April 2013, and audited results for the twelve
months to December 2013 in April 2014.

Direct and ultimate holding companies
The Company’s direct holding company is Main Street 830
(Proprietary) Limited and the ultimate holding company is
Wal-Mart Stores, Inc.

Subsequent events
The Group’s non-Executive Chairman, Mark Lamberti, has been
appointed CEO of the Imperial Group, from 1 March 2014. As a
consequence, he has chosen to relinquish his directorships
of other public companies and has resigned as Chairman of
Massmart. Kuseni Dlamini has been appointed the new Chairman
of Massmart, with effect from 10 April 2014. His details can be
found on page 90.
Grant Pattison has resigned as Chief Executive Officer of the
Group with effect from 1 June 2014. Guy Hayward has been
appointed to succeed Grant. The careers of both Grant and Guy,
including their combined 30 years of service to the Group are set
out in more detail on page 89.
There were no other significant subsequent events after the
year-end.
On behalf of the Board

To the shareholders of Massmart Holdings Limited
The summary consolidated financial statements of Massmart Holdings Limited, incorporated in the Group Financial Directors’
review, which comprise the summary consolidated statement of financial position as at December 2013, the summary
consolidated income statements, summary consolidated statements of comprehensive income, changes in equity and cash
flows for the year then ended on pages 67, 60, 66, 74 and 75 respectively, and related notes on pages 77 to 80, are
derived from the audited consolidated financial statements of Massmart Holdings Limited for the year ended December 2013.
We expressed an unmodified audit opinion on those consolidated financial statements in our report dated 10 April 2014.
Our auditors’ report on the audited consolidated financial statements contained an other matters paragraph: “Other reports
required by the Companies Act” (refer below).
The summary consolidated financial statements do not contain all the disclosures required by International Financial Reporting
Standards and the requirements of the Companies Act of South Africa as applicable to Annual Financial Statements. Reading
the summary consolidated financial statements, therefore, is not a substitute for reading the audited consolidated financial
statements of Massmart Holdings Limited.

Directors’ responsibility for the summary consolidated financial statements
The Directors are responsible for the preparation of the summary consolidated financial statements in accordance with the
requirements of the JSE Limited Listings Requirements for abridged reports, set out in the approval of the abridged Annual
Financial Statements on page 2, and the requirements of the Companies Act of South Africa as applicable to summary
financial statements, and for such internal control as the Directors determine is necessary to enable the preparation of the
summary consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility
Our responsibility is to express an opinion on the summary consolidated financial statements based on our procedures, which
were conducted in accordance with International Standard on Auditing (ISA) 810, Engagements to Report on Summary
Financial Statements.

Opinion
In our opinion, the summary consolidated financial statements derived from the audited consolidated financial statements of
Massmart Holdings Limited for the year ended December 2013 are consistent, in all material respects, with those consolidated
financial statements, in accordance with the requirements of the JSE Limited Listings Requirements for abridged reports, set
out in the approval of the abridged Annual Financial Statements on page 2, and the requirements of the Companies Act as
applicable to summary financial statements.

Other reports required by the Companies Act
Phili
h
Philip Si
Sigsworth
Company Secretary
10 April 2014

Company Secretary certificate
In terms of section 88(e) of the Companies Act No. 71 of
2008, as amended (“Companies Act”), I, Philip Sigsworth,
in my capacity as Company Secretary of Massmart Holdings
Limited, confirm that, to the best of my knowledge and belief,
in respect of the year under review, Massmart Holdings
Limited has filed with the Companies and Intellectual
Property Commission all such returns and notices as are
required of a public company in terms of the Companies
Act and that all such returns and notices appear to be true,
correct and up to date.

The “other reports required by the Companies Act” paragraph in our audit report, dated 10 April 2014, states that as part of
our audit of the consolidated financial statements for the year ended December 2013, we have read the Directors’ report, the
Audit Committee’s report and the Company Secretary’s Certificate for the purpose of identifying whether there are material
inconsistencies between these reports and the audited consolidated financial statements. These reports are the responsibility
of the respective preparers. The paragraph also states that, based on reading these reports, we have not identified material
inconsistencies between these reports and the audited consolidated financial statements. The paragraph furthermore states
that we have not audited these reports and, accordingly, do not express an opinion on these reports. The paragraph does not
have an effect on the summary consolidated financial statements or our opinion thereon.

Ernst & Young Inc.
Per: Allister Carshagen

Director
Registered Auditor
10 April 2014

102 Rivonia Road
Johannesburg, Gauteng, South Africa
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SIGNIFICANT ACCOUNTING POLICIES
FOR THE YEAR ENDED DECEMBER 2013

The Group’s accounting policies are published in full, in the Consolidated Annual Financial Statements of
the Integrated Annual Report which can be found on the Massmart website. An extraction of the significant
policies has been provided to assist with the reading of the Group Financial Director’s Review.

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis, the Group determines whether
transfers have occurred between the levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.

General
Massmart operates retail stores in nine formats in sub-Saharan Africa, aggregated into four reportable segments, focused on highvolume, low-margin, low-cost distribution of mainly branded consumer goods for cash.

Business combinations

The principal offering for each segment is as follows:

Goodwill

MASSDISCOUNTERS

MASSWAREHOUSE

MASSBUILD

MASSCASH

GENERAL MERCHANDISE
DISCOUNTER AND FOOD RETAILER

WAREHOUSE CLUB

HOME IMPROVEMENT RETAILER AND
BUILDING MATERIALS SUPPLIER

FOOD WHOLESALER, RETAILER
AND BUYING ASSOCIATION

The Group’s four divisions operate in two principal geographical areas, South Africa and the rest of Africa, and the Group’s geographic
segments are reported on this basis.

Basis of accounting
The financial statements have been prepared on the historical cost basis, except for the revaluation of certain non-current assets and
financial instruments to fair value.

WEB:

www.massmart.co.za/iar2013/groupafs

Goodwill arising on consolidation of a subsidiary represents the excess of the cost of acquisition over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities of a subsidiary at the date of acquisition. Any deficiency of the cost of
acquisition below the fair values of the identifiable net assets acquired (i.e. discount on acquisition) is credited to the income statement
as a gain on bargain purchase in the period of acquisition.
Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment losses.
For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units expected to benefit from the
synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit pro rata on the basis of the carrying amount of each asset in the unit. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

These financial statements have been prepared in accordance with the framework concepts and the measurement and recognition
requirements of International Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued by the Accounting
Practices Committee, the Financial Reporting Pronouncements as issued by the Financial Reporting Standards Council, the JSE Listings
Requirements and the requirements of the Companies Act. The accounting policies are consistent with that of the previous financial
year, except for IFRS 10: Consolidated Financial Statements, IFRS 12: Disclosure of Interests in Other Entities, IFRS 13: Fair Value
Measurement and IAS 19: Employment Benefits. When an accounting policy is altered, comparative figures are restated if required by the
applicable accounting statement and where material. No restatement was required in these financial statements. The impact of IFRS 10,
www.massmart.co.za/iar2013/groupafs.
IFRS 12, IFRS 13 and IAS 19 are covered in note 2 Technical Review WEB:

On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

Basis of consolidation

Property cost includes professional fees. Depreciation of these assets, on the same basis as other property assets, commences when
the assets are available for their intended use.

WEB:

www.massmart.co.za/iar2013/groupafs

Fair value measurement
The Group measures financial instruments, such as, derivatives and certain investments at fair value at each reporting date. The fair
values of financial instruments measured at amortised cost are disclosed should it be determined that the carrying value of these
instruments does not reasonability approximate their fair value at each reporting date.

Non-current assets held for sale

WEB:

www.massmart.co.za/iar2013/groupafs

Property, plant and equipment
Freehold land is shown at cost and is not depreciated. Property, plant and equipment is shown at cost less accumulated depreciation,
and reduced by any accumulated impairment losses.

Where expenditure incurred on property, plant and equipment will lead to future economic benefits accruing to the Group, these costs
are capitalised. Repairs and maintenance not meeting this criterion are expensed as and when incurred.
Depreciation is charged so as to write off the cost of assets, other than land, over their estimated useful lives, using the straight-line
method, on the following bases:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset
or transfer the liability takes place either:

BUILDINGS
50 YEARS

›
›

Useful life and residual value is reviewed annually and the prospective depreciation is adjusted accordingly.

in the principal market for the asset or liability; or
in the absence of a principal market, in the most advantageous market for the asset or liability.

FIXTURES, FITTINGS, PLANT,
EQUIPMENT AND MOTOR VEHICLES
4 TO 15 YEARS

COMPUTER HARDWARE
3 TO 8 YEARS

LEASEHOLD IMPROVEMENTS
SHORTER OF LEASE PERIOD
OR USEFUL LIFE

The principal or the most advantageous market must be accessible by the Group.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where shorter,
over the term of the relevant lease.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming that market participants act in their economic best interest. A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the income statement.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data is available to measure fair
value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.
All assets and liabilities for which fair value is
measured or disclosed in the financial statements
are categorised within the fair value hierarchy,
described as follows, based on the lowest
level input that is significant to the fair value
measurement as a whole:

LEVEL 1

Quoted (unadjusted)
market prices in active
markets for identical
assets or liabilities

LEVEL 2

Valuation techniques for which the
lowest level input that is significant
to the fair value measurement is
directly or indirectly observable

LEVEL 3

Valuation techniques for which
the lowest level input that is
significant to the fair value
measurement is unobservable

Intangible assets
Trademarks and computer software are measured initially at purchased cost. Right of use assets are measured at cost, which is
calculated based on the site negotiation agreement. The cost of intangible assets acquired in a business combination is their fair value
at the date of acquisition. Internally generated intangibles assets are not capitalised but rather expensed in the income statement in
the period in which the expenditure is incurred. Intangible assets are measured at cost less accumulated amortisation, and reduced by
any accumulated impairment losses.
The useful lives of intangible assets are assessed as either finite or indefinite. The Group has no intangible assets with indefinite useful
lives other than goodwill which is detailed separately.
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For intangible assets with finite useful lives, amortisation is charged so as to write off the asset over the estimated useful life, using the
straight-line method, on the following basis:

TRADEMARKS
10 YEARS

RIGHT OF USE
10 YEARS

COMPUTER SOFTWARE
3 TO 8 YEARS

WEB:

www.massmart.co.za/iar2013/groupafs

Revenue recognition
Revenue of the Group comprises net sales, royalties and franchise fees, investment income, finance charges, property rentals,
management and administration fees, commissions and fees, dividends, distribution income, income from insurance premium
contributions and excludes value-added tax. Revenue is recognised to the extent that it is probable that the economic benefits will flow
to the Group and the revenue can be reliably measured, regardless of when payment is being made. Revenue is measured at the fair
value of the consideration received or receivable and represents amounts receivable for goods and services provided in the normal
course of business, net of discounts and sales-related taxes. The Group assesses its revenue arrangements against specific criteria
to determine if it is acting as principal or agent. The specific recognition criteria described below must also be met before revenue
is recognised.

SALES OF GOODS
Revenue is recognised when the significant risks and rewards of
ownership have passed to the buyer, usually when the goods are
delivered and title has passed.

RENDERING OF SERVICES
Revenue is earned from delivering goods to customers and goods to
stores and distribution centres. Revenue is recognised by reference to
stage of completion.

INTEREST INCOME
Revenue is accrued on a time basis, by reference to the principal
outstanding and the effective interest rate.

DIVIDEND INCOME
Revenue is recognised when the shareholders’ right to receive
payment has been established, which is generally when shareholders
approve the dividend.

OTHER REVENUE
is recognised on the accrual basis in accordance with the substance
of the relevant agreements and measured at fair value of the
consideration receivable.

Transactions denominated in foreign currencies are initially recorded at their functional currency spot rates on the dates of
the transactions.
At each reporting date, monetary assets and liabilities that are denominated in foreign currencies are translated using functional currency
spot rates on the reporting date. Non-monetary items carried at fair value that are denominated in foreign currencies are translated
using functional currency spot rates on the date when the fair value was determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are translated using the functional currency spot rates at the date of the initial transactions.

Useful life is reviewed annually and the prospective amortisation is adjusted accordingly.

Impairment of non-financial assets

Transactions and balances

Leasing
The determination of whether an arrangement is, or contains, a lease is
based on the substance of the arrangement at the inception date. The
arrangement is assessed for whether fulfilment of the arrangement is
dependent on the use of a specific asset or assets or the arrangement
conveys a right to use the asset or assets, even if that right is not
explicitly specified in an arrangement.
Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the
lessee. All other leases are classified as operating leases.
Assets held under finance leases are capitalised at their fair value at the
inception of the lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor, net of finance
charges, is included in the statement of financial position as a finance
lease obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance charges
are charged to income statement.
A leased asset is depreciated over the useful life of the asset. However,
if there is no reasonable certainty that the Group will obtain ownership
by the end of the lease term, the asset is depreciated over the shorter
of the estimated useful life of the asset and the lease term.
Rentals payable under operating leases are charged to the income
statement on a straight-line basis over the term of the relevant lease.
Contingent rental costs are expensed when incurred.

Foreign currencies
The individual financial statements of each Group entity are presented in the currency of the primary economic environment in which
the entity operates (i.e. its functional currency). For the purpose of the consolidated financial statements, the results and financial
position of each entity are expressed in the functional currency of the Group, which is the presentation currency for the consolidated
financial statements (South African Rand).

Exchange differences arising on the settlement and translation of monetary items are included in the income statement for the period.
Exchange differences arising on the translation of non-monetary items carried at fair value are included in the income statement for
the period. However, where fair value adjustments of non-monetary items are recognised in other comprehensive income, exchange
differences arising on the translation of these non-monetary items are also recognised in other comprehensive income.
Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the foreign
operation and translated at the spot rate on the reporting date.

Group companies
On consolidation, the assets and liabilities of the Group’s foreign operations (including comparatives) are translated at exchange rates
prevailing on the reporting date. Income and expense items are translated at exchange rates prevailing at the dates of the transactions,
where possible, or at the average exchange rates for the period. Exchange differences are recognised in other comprehensive income
and transferred to the Group’s foreign currency translation reserve. Such translation differences are recycled in the income statement in
the period in which the foreign operation is disposed of.

Government grants

WEB:

www.massmart.co.za/iar2013/groupafs

Retirement benefit costs

WEB:

www.massmart.co.za/iar2013/groupafs

Post-retirement healthcare benefit

WEB:

www.massmart.co.za/iar2013/groupafs

Taxation

WEB:

www.massmart.co.za/iar2013/groupafs

Inventories
Inventories, which consist of merchandise, are valued at the lower of cost and net realisable value. Cost is calculated on the weightedaverage method. Net realisable value represents the estimated selling price less all estimated costs of completion and costs to be
incurred in marketing, selling and distribution. Rebates and discounts received as a reduction in the purchase price of inventories is
deducted from the cost of those inventories. Rebates earned on the sale of products based on advertising requirements are regarded as
a reimbursement of costs already incurred in general (i.e. not linked to inventories) and is deducted from cost of sales.

Financial instruments

WEB:

www.massmart.co.za/iar2013/groupafs

Derivative financial instruments and hedge accounting

WEB:

www.massmart.co.za/iar2013/groupafs

Cash and cash equivalents

WEB:

www.massmart.co.za/iar2013/groupafs

Treasury shares

WEB:

www.massmart.co.za/iar2013/groupafs

Provisions

WEB:

www.massmart.co.za/iar2013/groupafs

Share-based payments

WEB:

www.massmart.co.za/iar2013/groupafs

Borrowing costs

WEB:

www.massmart.co.za/iar2013/groupafs
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GROUP FINANCIAL DIRECTOR’S REVIEW
FOR THE YEAR ENDED DECEMBER 2013

The 2013 financial year was a particularly difficult year. Fractious labour conditions
continued to plague the South African economy throughout the year, labour unions
in numerous sectors went on strike and the rate of unemployment in the country
reached an all-time high. The significant slowdown in credit extension, specifically
unsecured credit, led to moderate growth in consumer spending. These factors
affected all consumers, but the lower and middle income consumers were definitely
hardest hit. Massmart’s formats which sell to the higher Living Standards Measures
(LSM) customer performed considerably better than those which sell to the lower
and middle LSM sectors. Strong performances in Massbuild, Makro and Africa
were unfortunately offset by a poor trading result in Game SA and difficult trading
conditions in Wholesale Food.

ILAN ZWARENSTEIN
GROUP FINANCIAL DIRECTOR

REAL

Key points:

VOLUME
GROWTH

HIGHER

OCCUPANCY COSTS
AND DEPRECIATION

RAND WEAKNESS
AGAINST THE BASKET OF
AFRICAN CURRENCIES

IMPROVED WORKING CAPITAL POSITION

CAPITAL EXPENDITURE LEVELS
AND PROPERTY ACQUISITIONS

PEAKING

MARKING THE END OF THIS PHASE
OF OUR STRATEGIC INVESTMENT
IN THE FUTURE PLAN

Return on sales (ROS)
This ratio combines all the key income statement elements, being sales, gross margin, supplier income expenses (including depreciation
and amortisation), but excludes foreign exchange translation gains or losses. Every key financial aspect of the retail or wholesale
business model is therefore captured in this ratio. The reason foreign exchange translation gains or losses are excluded is because
they are largely beyond management’s control, are volatile, and do not reflect the sustainable profitability of the Division or Group.

RETURN ON SALES BEFORE FOREIGN EXCHANGE (%)

The 2013 year was also an important year from an investment perspective as the
Group reached the end of: a number of years of rolling-out Regional Distribution
Centres (RDCs); the aggressive roll-out of new Makro stores; the introduction of
Food Retail across three divisions; and the Walmart integration. These investments
resulted in high occupancy and depreciation costs which should all have annualised
during the current year.
The benefits to date to Massmart of the Walmart transaction have largely been through
the transfer of intellectual property and therefore are difficult to usefully quantify. These
benefits include assisting the Group with its strategic journey into Food Retail; leaning
on the experience of Walmart as we rolled out our supply chain and logistics strategy;
a focus on lowering new stores’ capital costs; an appreciation of Every Day Low Price
(EDLP); the Group’s direct-to-farm process; and the introduction of some new private
label brands.
Being part of the Walmart global organisation, does however introduce some
incremental cost including the cost of compliance with US regulations and the cost
of various expatriates operating in the Group. These costs will be on-going and as
such we have chosen to treat them as normal costs. From the 2013 financial year,
these costs have not been separately disclosed but rather included on a line-by-line
basis in the income statement.

Financial targets
The Group has medium-term financial targets or measures that we believe represent
optimal performance levels within the income statement, statement of financial
position, or the combination of both. Certain of these targets are ‘stretch targets’
that will only be achieved in the medium term. In addition, these targets are also
‘through-the-cycle’ targets, meaning that during a strongly negative or positive
economic environment, we may under- or over-perform against those targets.

JUNE
2008

5.2

JUNE
2009

4.7

JUNE
2010

4.1

JUNE
2011

3.2

JUNE
2012

3.3

DEC
2012

2.9

DEC
2013

2.9

All periods are 12-month periods.

Massmart’s current ROS is 2.9% (Dec 2012: 2.9%).

Return on equity
Massmart is committed to delivering superior returns to shareholders over the longer term. The Group’s medium-term targets are to
exceed a 35% return on average ordinary shareholders’ equity (ROE).

RETURN ON AVERAGE SHAREHOLDERS’
EQUITY BEFORE WALMART COSTS (PRIOR TO DEC 2013)
AND FOREIGN EXCHANGE (%)

These target ratios are shown below:
Medium-term target ratios

Definition

ROS – 5.0%

Return on sales (ROS) is the ratio of earnings
before interest and tax, excluding foreign exchange
amounts, to sales

ROE > 35%

Return on equity (ROE) is the ratio of headline
earnings excluding Walmart costs (prior to Dec
2013) and foreign exchange, to average ordinary
shareholders’ equity

Gearing ≈ 40%

Gearing is the ratio of average long-term interestbearing debt to average ordinary shareholders’
equity

Dividend cover of x 1.55

Dividend cover represents the ratio of headline
earnings to dividends paid to ordinary
shareholders

Returns for December 2013 and the prior year were negatively impacted
by the disappointing performance in Game SA, the difficult trading
conditions in the Wholesale Food sector, and increased depreciation and
occupancy costs. Game SA comparable sales, specifically in general
merchandise, slowed significantly during the year. Game SA sales were
affected by the slowdown of the middle income consumer, the global
slowdown in general merchandise, in particular electronics, and some
disappointing operating disciplines, including poor in-stock levels.
Toward the end of the 2012 calendar year, the Group’s only ‘formal’
Wholesale competitor ceased trading. Many of the sites were taken over
by strong independent traders which resulted in a much tougher, more
competitive environment during 2013. Depreciation and Occupancy
costs comprised 6.4% and 22.2% of total costs respectively and the
high increases on prior year are a consequence of the Group’s significant
increase in RDCs, the roll-out of new stores and the introduction and
continued roll-out of Food Retail in three Divisions.

JUNE
2008

JUNE
2009

JUNE
2010

JUNE
2011

JUNE
2012

DEC
2012

DEC
2013

48.9 43.6 36.8 35.1 34.0 30.8 25.9
All periods are 12-month periods.

The decline in the Group’s profitability (measured by ROS) coupled with
the Group’s strategic significant investment in Food Retail and supply
chain were the main causes of the decline in the Group’s return on
shareholders’ equity. The Group’s on-going investment in new stores
and new businesses increased the size of the net asset value. As
the Group’s profitability improves, and as the new stores, RDCs and
business begin to trade optimally, the ROE will improve to higher levels.
During the periods under review, the significant strategic investment in
capital assets caused the ROE to remain at lower levels.
The Divisions are responsible for delivering operational returns, being
their returns to their net working capital and non-current assets
excluding goodwill and trademarks. In addition to these operational
returns, Massmart, through the Board and Executive Committee,
is responsible for delivering investment returns that will also include
the book value of intangibles (specifically goodwill arising from the
acquisition of subsidiaries), as well as setting the Group’s gearing levels
that will influence returns to shareholders and the overall risk profile.
Depending upon the purchase price, retail and wholesale acquisition of
subsidiaries tend to generate significant accounting goodwill owing to
the relatively low net asset values of these business models.
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The Divisions are recapitalised annually by Massmart with non-interest-bearing shareholders’ funds that are equivalent to the book
value of long-term assets in each Division. Each Division must therefore fund its net working capital position through cash or interestbearing debt, depending upon the characteristics of that business model. This process enables divisional returns to be evaluated and
compared on a consistent basis across the Group, and from one year to the next.
Massmart’s current return on average shareholders’ equity (excluding Walmart costs (in the prior year) and foreign exchange) is 25.9% (Dec 2012: 30.8%).

Gearing (or leverage)
Massmart prefers some gearing, up to approximately 40%, in order to leverage the return on shareholders’ equity but without introducing
excessive financial risk to the Group. It should be noted here however, that our stores’ lease obligations represent a significant form of
permanent gearing (these lease obligations currently represent a discounted present value of approximately R8.9 billion (Dec 2012:
R8.1 billion)).
The Group has decided to own rather than lease certain of its larger, stand-alone, key strategic store formats, specifically Makro and Builders
Warehouse stores, and this will add incrementally to the Group’s gearing. This change does not represent a major financial shift however as
it will result in converting a fixed long-term lease commitment, which is recorded off-balance sheet, to an on-balance sheet asset or liability.
Significantly, the Group acquired control of seven Makro stores that had previously been lease-held with effect from January 2013. This
transaction has been covered in the ‘Acquisition of subsidiaries and property’ paragraph on the next page. There are currently two separate
transactions to acquire properties, totalling R550.0 million, where we are awaiting transfer. As regards to financing any future acquisition of
subsidiaries, depending on the target company’s cash profile and cash generation ability, this gearing ratio may be increased.
In addition to the above, the Group’s strategic focus on: owning more of our stores, trialling new formats in East and West Africa,
increased roll-out of Food Retail and opening more low-income home improvement stores in South Africa, has had the effect of pushing
the gearing levels up in the short term.
The Group’s average gearing was 39.8% (Dec 2012: 28.5%).

Massmart’s dividend policy is to declare and pay a total annual cash dividend representing a 1.55 times dividend cover unless
circumstances dictate otherwise. There were no STC credits available for use as part of this declaration. The number of shares in issue
at the date of declaration was 217,109,044.
The Group maintained the absolute value of the dividend in the prior 12 months despite the lower effective headline earnings per
share. Notice was given that a gross final cash dividend of 275.00 cents per share in respect of the period ended December 2013 was
declared. The dividend was declared out of income reserves and will be subject to the Dividend Tax rate of 15% which will result in a
net dividend of 233.75 cents per share to those shareholders who are not exempt from paying dividend tax. Massmart’s tax reference
number is 9900/196/71/9.
The dividend cover ratio is not a target – because it is already being achieved – but is disclosed to give shareholders clarity on future
dividend levels. The Board believes that this dividend cover ratio is appropriate, given the Group’s current and forecast cash generation,
planned capital expenditure and gearing levels.
Historical actual dividend cover ratios:
Dec
2013

Dec
2012

June
2012

Dec
2011

June
2011

June
2010

June
2009

June
2008

June
2007

June
2006

x 1.46

x 1.18

x 1.41

x 1.65

x 1.07

x 1.50

x 1.56

x 1.70

x 1.70

x 2.00

More detail on the Group dividend is provided in note 10

With effect from 25 January 2013, Massmart acquired control of seven Makro stores that had previously been lease-held. The cash
consideration paid for control amounted to R577.2m and was funded by long-term interest-bearing debt. This transaction was aligned
to the Group’s strategy of investing for the future. In the 52 weeks to December 2012, the Group acquired the trading assets of five
small businesses, all in the Masscash division. The net cash purchase price of R56.9 million gave rise to goodwill of R38.4 million.
No contingent payments were provided for any of these acquisitions. During this same period, the Group acquired two businesses,
being Fruitspot and the Rhino Group. Both of these acquisitions were aligned to the Group’s strategy of rolling out Food Retail. Makro
acquired Fruitspot with effect from 2 January 2012 and Cambridge acquired the Rhino Group with effect from 1 March 2012. Together
these acquisitions amounted to a net cash purchase price of R326.7 million and gave rise to goodwill of R485.2 million. Liabilities
were raised on the business acquisitions of R182.3 million, dependent on these businesses achieving certain profit hurdles in the two
years following the deal. Both businesses have met these profit hurdles and the business acquisition liabilities have been paid except for
R24.1 million that is being carried at December 2013 in the Group’s statement of financial position as a short term provision for the Rhino
Group and is due to be paid within the next 12 months. Acquisition of subsidiaries and property is described in more detail in note 3
WEB:
www.massmart.co.za/iar2013/groupafs.
Massmart has continued with its stated intention to acquire strategic properties from which it operates. There are currently two separate
transactions to acquire properties, totalling approximately R550.0 million, where we are awaiting legal transfer.

Disposals
During the 52 weeks to December 2012, the Group disposed of a small Mozambican Masscash cash and carry business. The loss on
disposal amounted to R3.8 million after tax. In this same period, another small Masscash business in South Africa was in the process
of being sold. The assets and liabilities were re-valued to the lower of carrying value and fair value less costs to sell and disclosed
separately as non-current assets or liabilities classified as held for sale in the statement of financial position. This business was sold in
the current period at book value and no gain or loss was recorded on the transaction. Disposals are described in more detail in note 20
WEB:
www.massmart.co.za/iar2013/groupafs.

Accounting policies

Dividend cover

Actual dividend cover

Acquisition of subsidiaries and property

WEB:

www.massmart.co.za/iar2013/groupafs.

Change in financial year-end and reviewed financial information
To align with Wal-Mart Stores, Inc. (Massmart’s ultimate holding company), in 2012 Massmart changed its financial year from June
to December with effect from the previous reporting cycle. To assist with comparisons of the prior financial year of 26 weeks, reviewed
52-week information for December 2012 has been provided where appropriate.

There were no significant changes in accounting policies during the year.
The accounting policies are detailed in note 1 WEB:
www.massmart.co.za/iar2013/groupafs. The adoption of new accounting policies are
detailed in note 2 WEB:
www.massmart.co.za/iar2013/groupafs.

Impact of the 53rd week
In line with most major international retailers, Massmart runs its internal accounting and administrative timetable using the retail
calendar which treats each financial year as an exact 52-week period. This has the effect of a day per year being ‘lost’ which is then
caught up every seventh year by including a 53rd week in the financial calendar. This is not an ‘artificial’ week – the Group’s earnings
and cash are higher as a result of trading during this week.
This additional week includes sales, the associated gross margin and a limited amount of variable expenses. The estimated impact of
the 53rd week is shown below:

R1,472.7 m R145.7 m R103.0 m
SALES

PROFIT BEFORE TAXATION

HEADLINE EARNINGS

7.5%

10.8%

19.9% 19.5%

TOTAL SALES
GROWTH FOR THE
52-WEEK PERIOD

GROWTH IN PROFIT
BEFORE TAXATION FOR
THE 52-WEEK PERIOD

GROWTH IN HEADLINE
EARNINGS FOR THE
52-WEEK PERIOD

GROWTH IN HEADLINE
EARNINGS PER SHARE

The 53rd week has another future consequence, namely that the growth in the second half of the 2014 financial year will appear to
be relatively muted compared to this 27-week period.
All figures shown below in this report are for the 53-week period, unless noted otherwise.
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GROUP FINANCIAL DIRECTOR’S REVIEW continued

STORE PROGRESS

FOR THE YEAR ENDED DECEMBER 2013

TOTAL STORES DEC 2012

357
11

GAME STORES OPENED

Income statement

Inflation for each of the Group’s major product categories is shown in the table
below.

FOR THE YEAR ENDED DECEMBER 2013

Revenue
Sales
Cost of sales
Gross profit
Other income
Depreciation and amortisation
Impairment of assets
Employment costs
Occupancy costs
Foreign exchange loss
Walmart transaction, integration and related costs
Other operating costs
Operating profit

December 2013
53 weeks
Rm
(Audited)

December 2012
52 weeks
Rm
(Reviewed)

December 2012
26 weeks
Rm
(Audited)

72,512.9
72,263.4
(58,926.4)

66,050.3
65,839.5
(53,563.0)

36,234.5
36,122.6
(29,523.2)

13,337.0
249.5
(731.1)
(41.6)
(5,423.5)
(2,555.3)
67.8
–
(2,750.3)

12,276.5
210.8
(661.2)
(21.6)
(4,686.5)
(2,296.5)
(231.6)
(348.9)
(2,533.0)

6,599.4
111.9
(342.6)
(5.4)
(2,487.5)
(1,225.6)
(76.7)
(205.2)
(1,243.2)

2,152.5

1,708.0

1,125.1

Finance costs
Finance income

(283.8)
28.7

(217.4)
90.0

(106.0)
45.6

Net finance costs

(255.1)

(127.4)

(60.4)

Taxation

1,897.4
(555.3)

1,580.6
(549.6)

1,064.7
(342.3)

Profit for the year

1,342.1

1,031.0

722.4

Non-controlling interests

1,283.0
–
59.1

972.3
5.0
53.7

691.8
1.4
29.2

Profit for the year

1,342.1

1,031.0

722.4

591.4
585.1

449.8
443.2

319.7
315.4

Profit before taxation

Profit attributable to:
Owners of the parent
Preference shareholders

Earnings per share (cents)
Basic EPS
Diluted basic EPS

Sales
Total Group sales for the December 2013 financial year increased by 9.8% to R72.3 billion. Total and comparable store sales for the
52-week period increased by 7.5% and 3.8% respectively over the comparative period. Comparable store sales exclude new store
openings or closings in the current and prior year. Sales in our African businesses represented 7.7% of total sales and increased
by 16.6% in Rands and 10.9% in local currencies. The Group’s average product selling price inflation rate for the year was 2.7%
(52 weeks to Dec 2012: 4.4%/ 26 weeks to Dec 2012: 3.7%), suggesting a real comparable volume growth of 1.1%. The Group
succeeded in maintaining or growing market share in each major category it trades in during the year. The Group’s formats which retail
to higher LSM customers performed significantly better than those formats which sell to lower and middle LSM consumers.

+ 2.7%

GROUP PRODUCT INFLATION
Dec 2012: 52 weeks: + 3.9%
Dec 2012: 26 weeks: + 3.7%

+ 4.1%

FOOD AND LIQUOR INFLATION
Dec 2012: 52 weeks: + 7.0%
Dec 2012: 26 weeks: + 6.8%

+ 3.7%

HOME IMPROVEMENT INFLATION
Dec 2012: 52 weeks: + 3.5%
Dec 2012: 26 weeks: + 2.7%

+ 0.1%

GENERAL MERCHANDISE INFLATION
Dec 2012: 52 weeks: + 2.1%
Dec 2012: 26 weeks: + 0.8%

Bethlehem (Free State), Mall @ Reds (Gauteng), Evaton
Plaza (Gauteng), Heritage Mall (Gauteng), Burgersfort
(Limpopo), Northam (Limpopo), Kathu (Northern Cape),
Northgate (Gauteng), Southgate (Gauteng), Secunda
(Mpumalanga), Upington (Northern Cape)

-4

GAME STORES CLOSED

Northgate (Gauteng), Southgate (Gauteng),
Secunda (Mpumalanga), Upington (Northern Cape)

3

DIONWIRED STORES OPENED
Cradlestone (Gauteng), Greenstone (Gauteng),
Cavendish (Western Cape)
Alberton (Gauteng), Amanzimtoti (Kwazulu-Natal)

-1

MAKRO STORE CLOSED
Rossburgh (Kwazulu-Natal)

General Merchandise inflation measured 2.1% for the 52 weeks to December
2012, positive for the first time in almost five years, but slowed to 0.1% for
the year to December 2013, significantly below the Group’s cost inflation. Some
inflation in this category will be positive for the business as the Group will need
to move less volume in order to achieve the same level of sales, thereby incurring
lower costs. Food and Liquor’s inflation slowed to 4.1% and Home Improvement
inflation increased to 3.7% for December 2013.
Looking ahead to December 2014, inflation is expected to increase slightly in
General Merchandise due to a combination of the weaker Rand and product
inflation out of the East. Food inflation is likely to increase significantly, driven by
commodities such as maize and sugar. If the Rand remains at current levels, we
estimate product inflation should range between 4% and 6%.
During the December 2013 financial year, 15 stores were closed, one store was
sold and 35 stores were opened, resulting in a total of 376 stores at December
2013. Net trading space increased by 4.8% to a total of 1,481,308m². New
space has not been proportionately adjusted if the store was not open for part of the
financial year. The detailed store movement is explained in the table alongside.

Gross profit
The Group’s gross profit of 18.46% is lower than that of the comparative prior
period of 18.65%. This is as a result of a combination of an increased contribution
from Game Africa and an improved margin performance in Massbuild; both of
which were offset by the difficult trading conditions in Wholesale Food, a greater
overall Group Food contribution at a lower margin and General Merchandise
margins in Game SA being under pressure throughout the year.
The Group’s gross margin is dependent upon the sales mix across the Divisions
and the required trading aggression occasioned by competitor activity. In a positive
economic cycle, it should increase marginally owing to the increased contribution
from the higher-margin Massbuild Division, as well as a higher proportion of
General Merchandise sales. Gross profit includes rebates and other forms of
income earned from suppliers as well as on-going revenue from sales of cellular
products and airtime.

Other income
Other income for the year to December 2013 of R249.5 million (52 weeks to
Dec 2012: R210.8 million/26 weeks to Dec 2012: R111.9 million) comprises
royalties and franchise fees from in-store third parties, property rentals, investment
income excluding interest, dividend income, sundry third party management and
administration fees, distribution income, commission from RCS sales and income
from extended warranty insurance. Other income is described in more detail in note 4
WEB:
www.massmart.co.za/iar2013/groupafs.

2

MAKRO STORES OPENED

5

BUILDERS EXPRESS STORES OPENED
Craighall Park (Gauteng), Lynwood (Gauteng),
Florida Glen (Gauteng), Southgate (Gauteng),
Worcester (Western Cape)

BUILDERS EXPRESS STORES CONVERTED
Queenstown (Eastern Cape), Margate
(Kwazulu-Natal), Park Rynie (Kwazulu-Natal),
Umngeni (Kwazulu-Natal), Knysna (Western Cape)

BUILDERS EXPRESS STORES CLOSED
George (Western Cape), Knysna (Western Cape)

5

-2
2

BUILDERS SUPERSTORE STORES OPENED
Evaton (Gauteng), Tembisa (Gauteng)

-5

BUILDERS TRADE DEPOT STORES CONVERTED

Queenstown (Eastern Cape), Margate
(Kwazulu-Natal), Park Rynie (Kwazulu-Natal),
Umngeni (Kwazulu-Natal), Knysna (Western Cape)

BUILDERS TRADE DEPOT STORES CLOSED
Krugersdorp (Gauteng), George (Western Cape),
Stellenbosch (Western Cape)

-3
-1

BUILDERS TRADE DEPOT STORE SOLD
Springbok (Northern Cape)

6

BUILDERS WAREHOUSE STORES OPENED

Francistown (Botswana), Newcastle (Kwazulu-Natal),
Tete (Mozambique), Xai Xai (Mozambique),
Klerksdorp (North West), George (Western Cape)

1

MASSCASH WHOLESALE STORE OPENED
Xai Xai (Mozambique)

-3

MASSCASH WHOLESALE STORES CLOSED
Ramotswa (Botswana), Ghanzi (Botswana),
Nkonkobe Cash And Carry (Eastern Cape)

CAMBRIDGE FOOD STORES OPENED
Qumbu (Western Cape), Bloed Street (Gauteng),
Seshego (Gauteng), Newcastle (Kwazulu-Natal),
Nelspruit (Mpumalanga)

CAMBRIDGE FOOD STORES CLOSED
Groblersdal (Gauteng),
Andy’s Isipingo (Kwazulu-Natal)

TOTAL STORES DEC 2013

5
-2

376
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GROUP FINANCIAL DIRECTOR’S REVIEW continued
FOR THE YEAR ENDED DECEMBER 2013

Expenses
December 2013
53 weeks
Rm
Depreciation and amortisation
Impairment of assets
Employment costs
Occupancy costs
Other operating costs
Walmart integration and related costs*
Total expenses
Operating expenses as % of sales

December 2012
52 weeks
Rm

% change

December 2012
26 weeks
Rm

(731.1)
(41.6)
(5,423.5)
(2,555.3)
(2,750.3)
–

(661.2)
(21.6)
(4,686.5)
(2,296.5)
(2,533.0)
(208.9)

10.6
15.7
11.3
8.6
–

(342.6)
(5.4)
(2,487.5)
(1,225.6)
(1,243.2)
(65.2)

(11,501.8)

(10,407.7)

10.5

(5,369.5)

(15.9)

(15.8)

(14.9)

* Walmart integration and related costs does not include Walmart transaction costs.

Previously Walmart integration and related costs were separately disclosed. During the current year, we have treated these costs as
‘normal’ business costs and have therefore included them on a line-by-line basis.
Total expenses (excluding foreign exchange movements in both years and Walmart transaction costs in the prior year) increased by
10.5%. The impact of the Group’s continued investment in capacity and growth can be seen in the 10.6% higher depreciation and
amortisation charge; the 11.3% increase in occupancy costs, and the increased employment cost to man the new stores and RDCs.
These increases relate to the opening of the Massbuild National Distribution Centre and 35 new stores. Comparable expenses increased
by 7.2%.
Total expenses represent 15.9% of sales, an increase compared to the comparative period’s 15.8%. The major expense categories
and significant expenses included in total expenses are discussed in more detail below.

The lease-smoothing accounting policy applicable to operating leases (thereby affecting all store leases) has the effect of keeping
comparable-store lease charges broadly equal from one year to the next, and so any increase in property lease costs between the
years would be from new stores and lease renewals. Another effect of this accounting policy is that annual lease escalations no longer
increase the Group’s lease charge. Adjusting for the non-cash lease-smoothing adjustment in both December 12 month periods shows
that annual cash occupancy costs increased by 6.6% while total trading space increased by 4.8% and DC space increased by 11.4%
during the same period.

Depreciation and amortisation
Depreciation and amortisation is the Group’s third largest cost category and represents 6.4% of total expenses. Owing to the accelerated
capital investment in new stores and RDCs, the depreciation and amortisation charge increased by 10.6% which is ahead of sales
growth, and will continue to increase ahead of sales growth, for the next 12 months due to the Group’s strategic focus on owning
more property.
The three major cost categories described above together represent 75.7% of the Group’s total expenses. Other operating costs
represent every other item of expense in the Group, including insurance, bad debts, travel, professional fees, advertising and marketing,
stationery and consumables. Combined, this category represents the most manageable or variable costs and so while total costs in
this category increased by 8.6%, comparable costs were well controlled and increased by only 3.3% and continue to receive intense
management focus.

Impairment of assets
The impairment of assets in the current year relates to the impairment of acquired goodwill of R26.3 million, leasehold improvements of
R4.4 million and fixture, fittings, plant and equipment of R10.9 million in Masscash as a result of store closures. The impairment of assets
for the 52 weeks to December 2012 year relates to the impairment of leasehold improvements in Masscash of R5.4 million and to the
impairment of certain acquired goodwill in Masscash of R16.5 million. More information relating to impairment of assets can be found in
www.massmart.co.za/iar2013/groupafs.
note 5 WEB:

Other significant items
As noted in the summarised income statement above, included in operating profit are net unrealised and realised gains on foreign
currency transactions and translations of R67.8 million (52 weeks to Dec 2012: net loss of R231.6 million).

Employment costs
Employment costs are the Group’s single largest cost category and contribute 47.2% of total expenses. Employment costs are
15.7% higher than the 52 weeks to December 2012. As a percentage of sales, employment costs increased to 7.5% (52 weeks to
Dec 2012: 7.1%). On a comparable basis, these costs increased by 9.5%. Included in employment costs are IFRS 2 Share-based
Payments charges of R126.3 million (52 weeks to Dec 2012: R141.1 million) which arise from shares and options issued to
beneficiaries of the Massmart Employee Share Trust, the Massmart Thuthukani Empowerment Trust BEE Staff Scheme (only relating to
the prior comparative period as this scheme was terminated in this period) and Black Scarce Skills Trust. The Group employed 4.2%
more employees (on a full-time equivalent basis) compared to December 2012, increasing as we opened new stores. Included in the
current year are costs relating to resources required for compliance, including the US Foreign Corruption Prevention Act compliance,
and the cost of the remaining Walmart expatriates.
On 1 October 2012, the final conversion of ‘A’ preference shares to ordinary shares for the beneficiaries occurred through the Massmart
Thuthukani Empowerment Trust. The employees had the option of converting their remaining share allocation into Massmart ordinary
shares and continue to receive 100% of the dividend on their ordinary shares or they could sell their remaining share allocation and
receive net proceeds after tax and selling expenses. The related share-based payment reserve was released to retained income and this
entry had no impact on the income statement. Going forwards, the Group will not account for any share-based payment expenses relating
to the Massmart Thuthukani Empowerment Trust BEE Staff Scheme.

Foreign exchange movement arising from:
Loans to African operations
Hedges
Investment in a trading and logistics structure
Translation of foreign creditors

December 2013

December 2012

December 2012

53 weeks

52 weeks

26 weeks

Rm

Rm

Rm

73.1
–

(226.3)
5.2

(82.8)
(0.7)

22.3

(14.4)

1.0

(27.6)

3.9

5.8

67.8

(231.6)

(76.7)

The Group’s second biggest cost at 22.2% of total expenses is 11.3% higher than the 52 weeks to December 2012, largely due to the
opening of the Massbuild National Distribution Centre and 35 new stores resulting in a net new total space of 5.9%. On a comparable
basis, these costs increased by 8.7%.

During the December 2013 financial year, the translation of the Group loans in the African balance sheets amounted to a R73.1 million
foreign exchange gain in the income statement (52 weeks to Dec 2012: R226.3 million loss). The remaining net translation loss from
other foreign monetary balances was R5.3 million (52 weeks to Dec 2012: R5.3 million loss). During May 2012, the Government
of Malawi devalued the country’s currency by 50%. The effect of this was a loss on translation of the loans in Malawi amounting
to R145.6 million. This loss was calculated on the day of devaluation and falls in the 52 weeks to December 2012 figures above.
The Malawian Kwacha continued to devalue, and only strengthened against the Rand around June 2013. It then weakened further
to close December 2013 net weaker on the Rand. During January and February 2013, the Group successfully managed to repatriate
almost all its foreign currency cash from Malawi and has maintained these cash reserves at a very low balance of R12.6 million at
December 2013. The Rand weakened against the Group’s African currencies basket, except against the Malawian Kwacha (already
mentioned) and the Ghanaian New Cedi, and explains much of the gain recognised in the current year. Should the Rand continue
to weaken against these currencies, it is likely that the Group will again report foreign exchange gains in the 2014 financial period.
www.massmart.co.za/iar2013/groupafs.
The foreign exchange gain/(loss) is described in more detail in note 7 WEB:

Property lease costs comprise 65.3% of total occupancy costs; the balance comprises ancillary property costs including municipal rates
and services which continue to increase significantly above national South African inflation levels. Expressed as a percentage of sales,
occupancy costs, at 3.5%, are flat on the comparative period. Resulting from the Group’s strategic focus on owning more property, these
costs should reduce as a percentage of sales from 2014.

When a new store is opened, large once-off or exceptional operating costs are incurred in preparing the store (including temporary staff,
marketing initiatives, special promotions, amongst others). These costs are referred to as store pre-opening costs and in the current year
amount to R108.5 million (52 weeks to Dec 2012: R70.3 million). The current year includes the opening of the new stores for Game,
DionWired, Makro, Builders Warehouse, Builders Express and Builders Superstores.

For the forthcoming year, the Group’s salary increases will be between 5.0% and 7.0% and wage increases, many of which have
already been agreed, are in a range of 7.0% to 8.5%.

Occupancy costs

64 Our Investors

Massmart Integrated Annual Report 2013 65

GROUP FINANCIAL DIRECTOR’S REVIEW continued
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Trading and operating profit
Reconciliation between Trading profit and
Operating profit before interest and tax
Trading profit before interest and taxation
Asset impairments
Walmart transaction costs
Loss on disposal of business
Fair value adjustment on assets classified
and as held for sale
BEE transaction IFRS 2 charge
Foreign exchange profit/(loss)
Operating profit before interest
and taxation
Trading profit as % of sales
Operating profit as % of sales

The Group’s December 2013 financial performance has been covered in detail above, but can broadly be summarised as:
December 2013
53 weeks
Rm

December 2012
52 weeks
Rm

2,145.4
(41.6)
–
(1.8)

2,147.8
(21.6)
(140.0)
(16.5)

–
(17.3)
67.8

(8.3)
(21.8)
(231.6)

2,152.5

1,708.0

3.0%
3.0%

3.3%
2.6%

% change
(0.1)

December 2012
26 weeks
Rm
1,361.9
(5.4)
(140.0)
(4.4)
(0.4)
(9.9)
(76.7)

26.0

1,125.1
3.8%
3.1%

Group trading profit before interest and tax, which is shown before accounting for the Walmart transaction costs (only in the 52 weeks
and 26 weeks to December 2012) and foreign exchange, decreased by 0.1% on the 52 weeks to December 2012 which is significantly
below sales growth of 9.8%. The Group’s lower net margin growth is a result of comparable sales being well below the growth in
nominal gross domestic product coupled with expense pressure due to investing in new stores and RDCs, the roll-out of Food Retail
throughout the Group and the additional costs resulting from the need to move additional volumes due to the continued low inflation
in General Merchandise. Expressed as a percentage of sales, Group trading profit before interest and taxation deteriorated from 3.3%
to 3.0%. To expand net margins, the Group needs comparable sales growths to approximate the rate of nominal gross domestic
product growth.
Group operating profit, which includes the foreign currency translation movements, was 26% up on the 52 weeks to December 2012.
After excluding foreign exchange, operating profit of R2,084.7 million was up 7.5% on the 52 weeks to December 2012. Considering
the Group’s strategic investment in the future EBITDAR for December 2013 was up 10.0% on the 52 weeks to December 2012.

EBITDA and EBITDAR

›
›
›
›
›
›

Total sales growth boosted by new stores and acquisition of subsidiaries;
An additional trading week’s performance;
Subdued comparable sales growth achieved in a low product inflation environment but still achieving real volume growth;
Lower Group gross margins from a greater Food contribution at a lower margin contribution, difficult trading conditions in Wholesale
Food and General Merchandise margins in Game SA being under pressure. These were offset slightly by improved gross margins in
Massbuild and a higher contribution from Game Africa;
High occupancy and depreciation costs in line with the Group’s strategic investment in the future; and
Increased employment costs required for the additional investments and to meet the additional Walmart requirements.

Net finance costs
Net interest paid of R255.1 million, increased partly as a result of the Group’s capital expenditure programme, including the acquisition
of certain key properties, and due to some inefficiencies in working capital levels specifically in Game SA. At R4.3 billion, the Group’s
average borrowings are higher than the prior year’s figure of R3.2 billion and approximately R600.0 million of this relates to acquired
properties.
The Group’s gearing ratio (debt:equity) increased to 39.8% (Dec 2012: 28.5%). Taking into account anticipated capital expenditure and
excluding any unforeseen developments or new initiatives, the Group will remain net geared at similar levels for the foreseeable future.

Taxation
Tax rate reconciliation
December 2013
53 weeks
%
South African corporate taxation
Non-taxable income and disallowable expenses
Allowances on lease premiums
Assessed loss not utilised
Withholding tax
Secondary Tax on Companies
Other (including foreign tax adjustments and transaction related costs)
Overall tax rate

December 2013
53 weeks
Rm

December 2012
52 weeks
Rm

Operating profit before foreign exchange
Depreciation and amortisation
Impairment of assets

2,084.7
731.1
41.6

1,939.6
661.2
21.6

7.5
10.6

1,201.8
342.6
5.4

EBITDA
Occupancy costs

2,857.4
2,555.3

2,622.4
2,296.5

9.0
11.3

1,549.8
1,225.6

EBITDAR

5,412.7

4,918.9

10.0

2,775.4

% change

December 2012
26 weeks
Rm

Total tax charge (Rm)

28.0
(2.0)
(0.3)
1.4
0.1
–
2.1

December 2012
52 weeks
%
28.0
(2.1)
(0.5)
1.5
(0.7)
3.5
5.1

December 2012
26 weeks
%
28.0
2.3
(0.6)
2.1
(1.1)
0.1
1.3

29.3

34.8

32.1

555.3

549.6

342.3

The total tax charge represents an effective tax rate of 29.3% (52 weeks to Dec 2012: 34.8%/26 weeks to Dec 2012: 32.1%). Due to
the abolishment of STC in the prior year, there is no STC impact in December 2013 and a very small STC impact in the 26 weeks
to December 2012 (52 weeks to Dec 2012: 3.5%/26 weeks to Dec 2012: 0.1%). The rate is also lower than the prior year due to
the decreased level of non-deductible expenditure relating to the Walmart transaction in the current year. We expect Massmart’s future
effective tax rate to normalise just below 30%, although higher tax rates in certain foreign jurisdictions may marginally increase this.
Massmart is unconcerned at any specific element of historical tax risk in the Group, but there remains the uncertainty that material
adjustments arising from potentially unfavourable tax assessments of previous tax returns, some of which have not yet been assessed
by SARS, could impact future tax charges. Extending this uncertainty is that SARS can reopen any tax assessment within three years
of issuing such assessment. More information relating to taxation can be found in note 9 WEB:
www.massmart.co.za/iar2013/groupafs.
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Statement of comprehensive income
FOR THE YEAR ENDED DECEMBER 2013
December 2013
53 weeks
Rm
(Audited)
Profit for the year
Items that will not be re-classified subsequently to the
income statement
Post-retirement medical aid actuarial gain

December 2012
52 weeks
Rm
(Reviewed)

December 2012
26 weeks
Rm
(Audited)

1,342.1

1,031.0

722.4

5.7

–

–

Items that will be re-classified subsequently to the income statement
Foreign currency translation reserve
Revaluation of listed shares
Cash flow hedges
Less Income tax relating to the revaluation of listed shares
Less Income tax relating to the cash flow hedges

47.2
4.7
7.0
(1.2)
(1.9)

6.0
1.7
(10.7)
–
2.9

25.1
1.6
(5.8)
–
1.6

Other comprehensive income for the year, net of tax

55.8

(0.1)

22.5

Total other comprehensive income for the year, net of tax

61.5

(0.1)

22.5

Total comprehensive income for the year

1,403.6

1,030.9

744.9

Total comprehensive income attributable to:
Owners of the parent
Preference shareholders
Non-controlling interests

1,344.5
–
59.1

972.2
5.0
53.7

714.3
1.4
29.2

Total comprehensive income for the year

1,403.6

1,030.9

744.9

The Group accounts for three movements in other comprehensive income that will be re-classified subsequently to the income statement:
the movement of the foreign currency translation reserve; the revaluation of listed shares; and the net movement of cash flow hedges. As
from the current financial year, the Group records the post-retirement medical aid actuarial gain/(loss) in other comprehensive income.
This amount will not be re-classified subsequently to the income statement. This change in accounting was required due to the changes
www.massmart.co.za/iar2013/groupafs.
to IAS 19 Employee Benefits and more information can be found in note 2 WEB:

Headline earnings
Headline earnings, before foreign exchange, of R1,285.7 million is 7.7% above the 52 weeks to December 2012 of R1,193.8 million.
Including foreign exchange however, increases headline earnings to R1,334.5 million which is 29.9% up on the 52 weeks to December
2012. The more representative figure is 7.7% which better reflects the Group’s actual trading performance in December 2013.
December 2013
53 weeks
Rm
(Audited)
Reconciliation of net profit for the year to
headline earnings
Net profit attributable to owners of the parent
Impairment of assets
Loss on disposal of fixed assets
Loss on disposal of business
Fair value adjustment on assets classified as
held for sale
Total tax effects of adjustments

1,283.0
41.6
11.9
1.8
–
(3.8)

December 2012
52 weeks
Rm
(Reviewed)

972.3
21.6
16.4
16.5

% change

32.0

8.3
(8.1)

December 2012
26 weeks
Rm
(Audited)

691.8
5.4
6.2
4.4
0.4
(2.7)

Headline earnings

1,334.5

1,027.0

29.9

705.5

Headline earnings before foreign exchange (taxed)
Headline EPS (cents)
Headline EPS before foreign exchange (taxed) (cents)
Diluted headline EPS (cents)
Diluted headline EPS before foreign exchange
(taxed) (cents)

1,285.7
615.2
592.7
608.6

1,193.8
475.2
552.3
468.1

7.7
29.5
7.3
30.0

760.7
326.0
351.5
321.7

586.4

544.1

7.8

346.9

Headline earnings per share (HEPS), before foreign exchange, of 592.7 cents is 7.3% higher than the 52 weeks to December 2012
HEPS of 552.3 cents. Including foreign exchange however, increases HEPS to 615.2 cents which is 29.5% higher than the 52 weeks
to December 2012.
After adjusting for the potential future conversion of 2.3 million shares (52 weeks to Dec 2012: 3.3 million shares), the diluted HEPS
before foreign exchange is 586.4 cents (52 weeks to Dec 2012: 544.1 cents). Under the calculation required by IFRS, the number
of potentially dilutive shares arose due to the significantly higher weighted-average Massmart share price during this financial year in
comparison to the exercise price on the grants. This number decreased on last year due to the lower closing share price in the current
year compared to the prior year. Headline earnings is described in more detail in note 11 WEB:
www.massmart.co.za/iar2013/groupafs.

Statement of financial position
FOR THE YEAR ENDED DECEMBER 2013
December 2013
Rm
(Audited)
Assets
Non-current assets

December 2012
Rm
(Audited)

10,111.8

7,595.1

5,988.1
2,532.0
396.8
231.9
290.9
672.1

3,868.2
2,557.7
387.6
258.8
126.5
396.3

Current assets

16,036.1

15,422.2

Inventories
Trade and other receivables
Taxation
Cash and bank balances

10,115.5
3,712.5
12.0
2,196.1

9,691.5
3,681.7
17.0
2,032.0

Property, plant and equipment
Goodwill
Other intangibles
Investments
Other financial assets
Deferred taxation

–

2.5

26,147.9

23,019.8

Equity and liabilities
Equity attributable to equity holders of the parent

5,173.0

4,739.7

Share capital
Share premium
Other reserves
Retained profit

2.2
743.3
517.6
3,909.9

2.2
752.1
323.3
3,662.1

Non-current assets classified as held for sale
Total assets

196.6

175.6

Total equity

5,369.6

4,915.3

Non-current liabilities

2,206.4

1,183.4

Non-current liabilities:
– Interest-bearing
– Interest-free
Non-current provisions
Deferred taxation

1,178.7
838.9
102.2
86.6

671.8
305.7
169.2
36.7

Non-controlling interests

Current liabilities

18,571.9

16,921.1

Trade and other payables
Current provisions
Taxation
Other current liabilities
Bank overdrafts

16,774.2
327.0
331.3
531.6
607.8

15,305.5
363.8
298.5
561.2
392.1

Total equity and liabilities

26,147.9

23,019.8
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This review covers the consolidated statement of financial position and the related notes.

Non-current assets
December 2013
Rm

December 2012
Rm

10,111.8

7,595.1

Property, plant and equipment

5,988.1

3,868.2

Goodwill

Non-current assets

2,532.0

2,557.7

Other intangibles

396.8

387.6

Investments

231.9

258.8

Other financial assets

290.9

126.5

Deferred taxation

672.1

396.3

During the 2009 financial year the Group began to implement its strategic plan of investing in the future. This included the opening
of a number of RDCs (space increase of 187% in the last five and a half years); the roll-out of new Makro stores (opened eight new
stores in the last three and a half years); the purchase of leased Makro stores, and the roll-out of Food Retail across the Group including
Masscash Retail and Foodco. Masscash Retail now operates out of 47 stores while Foodco can be found in 48 stores (including six
outside of South Africa). Capital expenditure as a percentage of sales therefore increased from 1.2% of sales in 2006 to 2.9% at
December 2013. Capital expenditure excluding property and property-related acquisitions for the year amounted to 2.1% of sales.
Capital expenditure, excluding property acquisitions for the next 12 months is budgeted to slow down as we begin to realise some of
the benefits of the investments we have made during the last few years. We will continue to invest with the Group’s strategic drive to:
own more of our stores; roll-out Fresh into Game; roll-out Food Retail stores; increase the rate of expansion in Africa; and open more low
income home improvement stores in South Africa. More information relating to property, plant and equipment, goodwill and intangible
www.massmart.co.za/iar2013/groupafs.
assets can be found in note 12, 13 and 14 respectively WEB:

CAPITAL EXPENDITURE, ACQUISITION OF SUBSIDIARIES AND SHARE BUYBACKS (Rm)

791.2

Tangible and intangible assets

EXPANSION CAPEX

JUNE
2011

JUNE
2012

DEC
2012

DEC
2013

All periods are 12-month periods.
* ‘Property Investments’ are included under ‘Investments and financial assets’.

In December 2013, goodwill decreased by R25.7 million, largely attributable to the impairment of goodwill in Masscash of
R26.3 million. Under IFRS all goodwill must be tested annually against the value of the business units with which it is associated and, if
overstated, that goodwill must be impaired. In the prior 52 weeks to December 2012, goodwill increased by R505.2 million, reflecting
the two principal movements of goodwill arising from the acquisition of the trading assets in five entities in Masscash, the acquisition
of Fruitspot and the acquisition of the Rhino Cash and Carry Group (totalling R522.7 million) less an impairment of R16.5 million in
Masscash. For the 26 weeks to December 2012, goodwill increased by R36.3 million in most part due to the acquisition of the trading
assets in five entities in Masscash for R38.4 million. No impairment was required in this period.
Other intangibles primarily represent computer software that IFRS requires to be disclosed in this category. In terms of IFRS the
depreciation charge arising from this asset category is classified as an amortisation charge.

233.0

SHARE BUYBACKS

JUNE
2012

1,510.8

JUNE
2011

1,335.2

JUNE
2010

1,347.5

JUNE
2009

ACQUISITION OF SUBSIDIARIES
TOTAL CAPEX

1,188.4

JUNE
2008

244.5

206.7

273.9 171.0

PROPERTY ACQUISITIONS AND OTHER PROPERTY INVESTMENTS*

369.9
137.2
630.1

198.5
126.0

791.2
780.2

637.1

ACQUISITION OF SUBSIDIARIES

TOTAL CASH FLOW AS A % OF SALES

730.6

JUNE
2010

PROPERTY ACQUISITIONS AND OTHER PROPERTY INVESTMENTS*
REPLACEMENT CAPEX

685.2

JUNE
2009

2.0

710.4

JUNE
2008

2.1

TOTAL CASH FLOW % OF SALES EXCL BUSINESS
AND PROPERTY ACQUISITIONS
843.0

369.9
284.0
346.1

198.5
340.1

354.5

1.6

309.6

268.3

1.5

1.3

345.4

171.0

2.1

383.6

2.6
2.2
327.9

2.2

2.1

2.7

650.0

2.6

694.6

3.2

577.9 271.8

CAPITAL EXPENDITURE (Rm), ACQUISITION OF SUBSIDIARIES (Rm), PROPERTY ACQUISITIONS
AND OTHER PROPERTY INVESTMENTS (Rm), AND CASH FLOW AS A % OF SALES

327.9

Massmart continually refurbishes older stores and is building new stores and RDCs, and so during December 2013 capital expenditure
of R1,987.1 million (52 weeks to Dec 2012: R1,163.0 million/26 weeks to Dec 2012: R666.8 million) was spent on property,
plant and equipment. Of this, R683.7 million (52 weeks to Dec 2012: R511.1 million/26 weeks to Dec 2012: R279.8 million) was
replacement capital expenditure, while the balance of R1,303.4 million (52 weeks to Dec 2012: R651.9 million/26 weeks to Dec
2012: R387.0 million) was invested in new capital assets, including new stores and the new RDC. The increase in expansionary
capital assets can largely be attributed to the acquisition of the seven Makro stores for R577.2 million. Acquisition of subsidiaries
did not impact Group property, plant and equipment in the current year but added a further R114.6 million for the 52 weeks to
December 2012 (26 weeks to Dec 2012: R7.8 million).

383.6

Property, plant and equipment and goodwill together represent 84.3% (Dec 2012: 84.6%) of the Group’s total non-current assets.

DEC
2012

DEC
2013

All periods are 12-month periods.
* ‘Property Investments’ are included under ‘Investments and financial assets’.

Investments and other financial assets
Investments comprise a R117.4 million (Dec 2012: 104.0 million) participation in an international treasury, shipping and trading
business unit, re-valued to reflect the foreign-denominated net assets within that business unit. The R110.0 million shown as a bare
dominium revaluation in December 2012 represents the Group’s proportionate share of the estimated market value of the right to
acquire bare dominiums in seven Makro stores in 2020. With effect from January 2013, Massmart acquired control of these Makro
stores. Investments in insurance cell captives of R100.3 million (Dec 2012: R34.8 million) relates to insurance arrangements with
Mutual & Federal pertaining to extended warranties sold within the Group and general insurance within the Group. More information
www.massmart.co.za/iar2013/groupafs.
relating to investments can be found in note 15 WEB:
Other financial assets of R290.9 million (Dec 2012: R126.5 million) include executive and employee loans of R46.7 million
(Dec 2012: R70.6 million) owed by participants in the Massmart Employee Share Purchase Trust that attract zero percent interest.
This loan amount reduces as employees sell their shares and repay the associated loans and increases where executives elect to
own Massmart shares, funded with these loans, rather than options issued by the trust. The finance lease deposit of R21.9 million
(Dec 2012: R33.0 million) relates to the financing of the Makro Strubens Valley store originally built in 2003. During the current financial
year the Group purchased a property where transfer was not yet effected at year-end. Due to the time delay, the Group has placed the
purchase price on deposit with the seller honouring the transaction. Once transfer is affected, the property will be recorded by the Group
as land and buildings and the loan asset will be paid to the seller. More information relating to other financial assets can be found in note 16
WEB:
www.massmart.co.za/iar2013/groupafs.

Deferred tax
The deferred tax asset arises primarily from numerous temporary differences, including tax deductions on trademarks, the operating
lease liability arising from the lease-smoothing accounting policy, and unutilised assessed losses. This net asset will reduce over time
as the associated tax benefits are utilised. Net deferred tax increased from R359.6 million at December 2012 to R585.5 million at
www.massmart.co.za/iar2013/groupafs.
December 2013. More information relating to deferred tax can be found in note 17 WEB:
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Current assets

Non-current liabilities
December 2013
Rm

December 2012
Rm

Current assets

16,036.1

15,422.2

Non-current liabilities

Inventories

10,115.5

9,691.5

Non-current liabilities:

3,712.5

3,681.7

– Interest-bearing

12.0

17.0

2,196.1

2,032.0

Trade, other receivables and prepayments
Taxation
Cash and bank balances

Net inventories represent approximately 63.7 days’ sales (on historic sales basis), lower than the December 2012 comparative figure
of 65.9 days. The 4.4% increase in stock on December 2012 indicates that inventory was well managed within the Group other than
the over-stocked position in Massdiscounters given the slower comparable store sales in Game SA.
In general, Massdiscounters, being a retail discounter with 143 stores, with several stores in Africa with longer supply-chains, has the
highest inventory levels and its sales days in inventory are almost double those for Massmart’s wholesale businesses (Makro and
Masscash). Builders Warehouse also has higher inventory days than the Group average, given the broader and deeper merchandise
range in its stores.
Net inventory days
Group
Massdiscounters

December 2013

December 2012

63.7

65.9

109.3

108.7

Masswarehouse

59.2

59.9

Massbuild

92.3

80.1

Masscash

35.2

42.0

Both periods are 12-month periods
General Merchandise net inventory of R4,596.3 million (Dec 2012: R4,250.7 million) represents about 45.4% (Dec 2012: 43.9%)
of total Group inventory and is the category holding the Massdiscounters overstocked position. Food net inventory at R2,857.5 million
(Dec 2012: R3,068.0 million) is the second largest Group inventory category but with the fastest stock-turns. More information relating
www.massmart.co.za/iar2013/groupafs.
to inventories can be found in note 18 WEB:
December 2013

December 2012

Rm

Rm

2,857.5

3,068.0

753.1

762.6

General merchandise

4,596.3

4,250.7

Home improvement

1,908.6

1,610.2

Inventory by category net of provisions:
Food
Liquor

10,115.5

9,691.5

Total trade and other receivables, net of provisions, is 0.8% higher than December 2012 and is below sales growth. Included here
are net trade accounts receivable of R1,822.8 million (Dec 2012: R1,692.9 million), which increased by 7.7%. The businesses
continue to focus on keeping debtors within their terms. Although trade credit is offered to certain customers in Makro, Massbuild and
in Masscash, it is well controlled, is insured with a credit risk insurer, and is kept within the Group’s parameters. Allowances for doubtful
debts at year-end was 5.0% of total trade receivables (Dec 2012: 4.7%). Trade and other receivables are described in more detail in
www.massmart.co.za/iar2013/groupafs.
note 19 WEB:

December 2013
Rm

December 2012
Rm

2,206.4

1,183.4

1,178.7

671.8

– Interest-free

838.9

305.7

Non-current provisions

102.2

169.2

86.6

36.7

Deferred taxation

Major items included in the total of R2,206.4 million (Dec 2012: R1,183.4 million) are medium-term bank loans, capitalised finance
leases, the operating lease liability arising from the lease-smoothing adjustment, non-current provisions and deferred tax.
The interest-bearing liabilities included in this category are medium-term bank loans. This balance increased substantially during
the financial year as a R600.0 million, five-year, fixed-rate, bullet profile loan was raised at 7.5% from Walmart and a R275.0
million three-year, fixed rate external bank loan, was raised at 7.2%. In the 52 weeks to December 2012 a R750.0 million five-year,
fixed rate, amortising loan was raised at 7.9%. Capitalised finance lease balances are R16.6 million (Dec 2012: R55.2 million).
The largest balance in non-current non-interest-bearing liabilities is the net operating lease liability of R822.2 million (Dec 2012:
R302.7 million) arising from the lease-smoothing accounting policy and which will be released over the remaining period of the
Group’s operating leases. The large increase is in most part due to the release of the lease smoothing asset relating to the seven Makro
stores that were leased but have now been purchased. More information relating to non-current liabilities can be found in note 23
WEB:
www.massmart.co.za/iar2013/groupafs.
Included in non-current provisions is the long-term provision of R84.2 million (Dec 2012: R81.5 million) arising from the actuarial
valuation of the Group’s potential unfunded liability, arising from post-retirement medical aid contributions owed to current and future
retirees. With effect from 1999, post- retirement medical aid benefits were no longer offered to new employees joining the Group.
The Supplier Development Fund constituted as part of the Competition Tribunal’s approval of the Walmart transaction has been
www.massmart.co.za/iar2013/groupafs.
recognised as a current provision and more information has been provided in note 26 WEB:
Also included in non-current provisions in the previous year are liabilities raised on business acquisitions relating to the long-term
portion of the final cash settlement from the acquisition of Fruitspot, amounting to R64.7 million. More information relating to nonwww.massmart.co.za/iar2013/groupafs.
current provisions can be found in note 24 WEB:

Current liabilities
December 2013
Rm

December 2012
Rm

Current liabilities

18,571.9

16,921.1

Trade and other payables

16,774.2

15,305.5

Current provisions

327.0

363.8

Taxation

331.3

298.5

Other current liabilities

531.6

561.2

Bank overdrafts

607.8

392.1
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Included in the total trade and other payables figure are trade payables of R13,702.5 million (Dec 2012: R12,601.3 million) representing
approximately 75.7 days of cost of sales (using the historic basis), which is slightly higher than the December 2012 comparative figure of
75.1 days. The figure is representative of the Group’s supplier terms and we continue to monitor this ratio very closely. Owing to payments
to creditors being made shortly after each month-end, the Group trade payables balances at year-end are not representative of the average
during the remaining financial period. The amount by which year-end trade payables are “overstated” in comparison to the average cannot
be accurately calculated but is approximately R1.7 billion. More information relating to trade and other payables can be found in note 25
WEB:
www.massmart.co.za/iar2013/groupafs.
Included in current provisions are liabilities raised on business acquisitions related to the short-term portion of the final cash settlements
from the acquisitions of Fruitspot of R68.8 million (Dec 2012: R0 million) and the Rhino Group of R24.1 million (Dec 2012:
R124.1 million). The Supplier Development Fund of R202.5 million (Dec 2012: R225.4 million) is reported on annually to the
Tribunal highlighting our expenditure and achievements. More information relating to current provisions can be found in note 26
WEB:
www.massmart.co.za/iar2013/groupafs.
The current taxation liability reflects the Group’s liability for provisional corporate tax payments that are generally payable within a few
days of the financial year-end.
Other current liabilities of R531.6 million (Dec 2012: R561.2 million) include the short-term portion of the medium-term loans noted
above. More information relating to other current liabilities can be found in note 27 WEB:
www.massmart.co.za/iar2013/groupafs.

In the prior year, promissory notes of R208.9 million that represented commitments under non-cancellable operating leases entered
into by Masstores (Pty) Ltd on behalf of certain Makro stores were included in operating lease commitments in land and buildings. The
promissory notes have been reclassified from ‘operating lease liability’ to ‘promissory notes’ as a result of Massmart acquiring control
of the leased properties in the current financial period. The final promissory note payment was honoured on 31 December 2013.

Other reserves
December 2013
Rm

December 2012
Rm

Other reserves

517.6

323.3

Foreign currency translation reserve

104.5

57.3

Hedging reserve
Share-based payment reserve
Capital redemption reserve fund
Fair value adjustment of available-for-sale financial asset

6.8

1.7

708.2

579.2

0.2
(13.2)

0.2
(13.2)

Fair value adjustment on listed shares

7.5

4.0

Contingent liabilities

Change in non-controlling interests

1.9

1.9

There are no current or pending legal or arbitration proceedings, of which the Group is aware, which would have a material adverse
effect on the Group’s financial position.

Cost of acquiring minority interests
Post-retirement medical aid actuarial gain

Commitments
Commitments in respect of capital expenditure approved by Directors:
Contracted for
Not contracted for

December 2013

December 2012

1,249.3
783.4

954.8
715.5

2,032.7

1,670.3

More information relating to these capital expenditure commitments can be found in note 30 WEB:
www.massmart.co.za/iar2013/groupafs.
Massmart has the right of first refusal on the sale of any shares by the minority shareholders in various Masscash stores. Historically
Massmart has exercised this right. The amount to be paid in future, should Massmart exercise its rights, totals R309.6 million
(Dec 2012: R370.5 million). Capital commitments will be funded using current facilities.
The Group is exposed to the following operating lease commitments:

Land and buildings

December 2013
Rm

December 2012
Rm

14,410.7

13,348.1

Year 1
Years 2 to 5
Subsequent to year 5

1,639.8
6,164.5
6,606.4

1,430.8
5,537.4
6,379.9

Plant and equipment

12.1

12.8

5.2
6.9

4.9
7.9

22.9

22.5

11.0
11.9

10.2
12.3

14,445.7

13,383.4

Year 1
Years 2 to 5
Other
Year 1
Years 2 to 5

Treasury shares

(302.3)

(306.1)

(1.7)

(1.7)

5.7

–

Major items in other reserves include the share-based payments reserve of R708.2 million (Dec 2012: R579.2 million), the foreign
currency translation reserve of R104.5 million (Dec 2012 R57.3 million) and the debit balance for cost of acquiring minority interests
of R302.3 million (Dec 2012: R306.1 million). The cost of acquiring non-controlling interests comprises the costs paid for increasing
the Group’s interest in a Group company above the company’s non-controlling interest balance in the statement of financial position.
This was previously recognised in goodwill, and even though it is now recognised in other reserves, the balance will remain a debit
balance.
On 1 October 2012, the final conversion for the beneficiaries of the Massmart Thuthukani Employment Trust took place. The employees
had the option of converting their remaining share allocation into Massmart ordinary shares and continue to receive 100% of the
dividend on their ordinary shares or they could sell their remaining share allocation and receive net proceeds after tax and selling
expenses. The relevant share-based payment reserve was released to retained income as can be seen in the ‘Release of share-based
payment reserve’ of R292.6 million in the statement of changes in equity. More information relating to other reserves can be found in
www.massmart.co.za/iar2013/groupafs.
note 22 WEB:
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Statement of changes in equity

Statement of cash flows

FOR THE YEAR ENDED DECEMBER 2013

FOR THE YEAR ENDED DECEMBER 2013

Share
capital
Rm

Share
premium
Rm

Other
reserves
Rm

Retained
profit
Rm

Equity
attributable to
equity
holders
of the
parent
Rm

2.2
–

750.6
–

614.7
22.5

2,989.4
693.2

4,356.9
715.7

207.9
29.2

4,564.8
744.9

Profit for the period
Other comprehensive income
for the period

–

–

–

693.2

693.2

29.2

722.4

–

–

22.5

Dividends declared
Net changes in non-controlling interests2
Distribution to non-controlling interests3
Cost of acquiring non-controlling
interests4
Share-based payment expense
Share trust net consideration5
Release of share-based payment reserve
Release of amortisation of trademark
reserve
Treasury shares

–
–
–

–
–
–

–
–
–

–
–
–
–

–
–
–
–

–
–

–
1.5

Balance as at December 2012 (Audited)
Total comprehensive income

2.2
–

752.1
–

Profit for the period
Other comprehensive income for
the period

–
–

Dividends declared
Net changes in non-controlling interests2
Distribution to non-controlling interests3
Share-based payment expense
Share trust net consideration5
Treasury shares

–
–
–
–
–
–

Balance as at June 2012 (Audited)
Total comprehensive income

Balance as at December 2013 (Audited)
1
2
3
4

5

2.2

(13.6)
68.5
–
(292.6)

–

22.5

(317.0)
–
–

(317.0)
–
–

–
–
(72.6)
292.6

(13.6)
68.5
(72.6)
–

Noncontrolling
interests1
Rm

–
–
(21.9)
(39.6)
–
–
–
–

December 2013
53 weeks
Rm
(Audited)
Total
Rm

22.5
(317.0)
(21.9)
(39.6)
(13.6)
68.5
(72.6)
–

76.5
–

–
1.8

–
–

–
1.8

323.3
61.5

3,662.1
1,283.0

4,739.7
1,344.5

175.6
59.1

4,915.3
1,403.6

–

–

1,283.0

1,283.0

59.1

1,342.1

–

61.5

–

61.5

–

61.5

–
–
–
–
–
(8.8)
743.3

(76.5)
0.3

–
3.8
–
129.0
–
–
517.6

(913.4)
–
–
–
(121.8)
–
3,909.9

(913.4)
3.8
–
129.0
(121.8)
(8.8)
5,173.0

–
(7.2)
(30.9)
–
–
–
196.6

(913.4)
(3.4)
(30.9)
129.0
(121.8)
(8.8)
5,369.6

The non-controlling interests comprise mainly CBW store managers’ holdings in certain Masscash stores.
Net changes in non-controlling interests represents the acquisition of non-controlling interests by the Group.
Distribution to non-controlling interests comprise dividends paid to non-controlling shareholders of a Group company.
Cost of acquiring non-controlling interests comprise the consideration paid for increasing the Group’s interest in a Group company above the company’s
non-controlling interest balance in the statement of financial position.
The share trust net consideration is the cost of buying shares in the market above the exercise price to meet the demands of the Massmart
share schemes.

December 2012
52 weeks
Rm
(Reviewed)

December 2012
26 weeks
Rm
(Audited)

Cash flow from operating activities
Operating cash before working capital movements
Working capital movements
Cash generated from operations
Interest received
Interest paid
Dividends received

2,984.0
752.6

2,681.8
(775.5)

1,707.5
1,110.0

3,736.6

1,906.3

28.7

90.0

45.6

(217.4)

(106.0)

(283.8)
79.2

0.1

2,817.5

–

Taxation paid

(732.8)

(601.5)

(369.1)

Dividends paid

(913.4)

(864.7)

(317.0)

Net cash inflow from operating activities

1,914.5

312.8

2,071.0

Cash flow from investing activities
Investment to maintain operations
Investment to expand operations
Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets classified as held for sale

(780.2)

(650.0)

(347.6)

(1,306.8)

(685.2)

(402.6)

25.6

14.2

8.6

2.5

6.4

5.7

Investment in subsidiaries

–

(383.6)

(56.9)

Disposal of subsidiaries

–

(50.7)

(50.7)

84.2

82.3

Other investing activities
Net cash outflow from investing activities

(247.4)
(2,306.3)

(1,664.7)

(761.2)

Cash flow from financing activities
Increase/(decrease) in non-current liabilities

483.5

(Decrease)/increase in current liabilities

(68.1)

303.8

(159.8)

1.6

(108.1)

Non-controlling interests acquired

(0.6)

(27.3)

(27.3)

Net acquisition of treasury shares

(121.8)

(142.5)

(72.6)

Net cash (outflow)/inflow from financing activities

293.0

135.6

(367.8)

Net (decrease)/increase in cash and cash equivalents

(98.8)

(1,216.3)

942.0

47.2

6.0

25.1

Cash and cash equivalents at the beginning of the year

1,639.9

2,850.2

672.8

Cash and cash equivalents at the end of the year

1,588.3

1,639.9

1,639.9

Foreign exchange movements

Operating cash performance remains resilient and increased by 11.3% to R2,984.0 million (52 weeks to Dec 2012: R2,681.8 million).
This is a good indication of the quality of earnings of the Group. Cash released from working capital increased to R752.6 million
(52 weeks to Dec 2012: (R775.5 million)). The improvement is a combination of an improved working capital performance across
the business outside of Game SA; and the positive effect of the additional 53rd week.
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December 2013
Rm
Working capital movements

752.6

Increase in inventories
Increase in trade receivables
Increase in trade payables
Decrease in provisions

(424.0)
(30.7)
1,254.6
(47.3)

December 2012
Rm
(775.5)
(1,248.0)
(134.5)
622.7
(15.7)

Total tangible and intangible capital expenditure (replacement and expansion) was R2,087.0 million, an increase on the 52 weeks to
December 2012 of R1,335.2 million (26 weeks to December 2012: R750.2 million). Capital expenditure is the highest in the history
of the Group but is in line with the Group’s strategy of investing for the future. Excluding property acquisitions; capital expenditure as a
% of sales was in line with expectations. Capital expenditure excluding property acquisitions, will slow down during the next 12 months
as the Group begins to realise the benefits of its investments over the last few years. We will however continue to invest in the Group’s
strategic drive to: own more of our key stand-alone properties; roll-out Food Retail stores; roll-out Fresh into Game; increase the rate of
expansion in Africa; and open more lower-income home improvement stores in South Africa.
Investment in subsidiaries has been covered in the ‘Acquisition of subsidiaries and property’ paragraph. More information relating to the
www.massmart.co.za/iar2013/groupafs.
statement of cash flows can be found in note 37 WEB:

The Group’s exposure to the basket of African currencies has been explained in note 7 WEB:
www.massmart.co.za/iar2013/groupafs and
www.massmart.co.za/iar2013/groupafs.
further detail on the sensitivity analysis can be found in note 39 WEB:

Segmental review
Primary business segments
The Group is organised into four divisions for operational and management purposes, being Massdiscounters, Masswarehouse, Massbuild
and Masscash. Massmart reports its business segment information on this basis. The principal offering for each division is as follows:

MASSDISCOUNTERS

MASSWAREHOUSE

MASSBUILD

MASSCASH

GENERAL MERCHANDISE
DISCOUNTER AND FOOD RETAILER

WAREHOUSE CLUB

HOME IMPROVEMENT RETAILER AND
BUILDING MATERIALS SUPPLIER

FOOD WHOLESALER, RETAILER AND
BUYING ASSOCIATION

FOR THE YEAR ENDED DECEMBER 2013

Total
Rm

Corporate
Rm

Massdiscounters
Rm

Masswarehouse
Rm

Massbuild
Rm

Masscash
Rm

72,263.4

–

16,740.6

19,675.1

9,583.6

26,264.1

Financial risks

Operating profit before interest and taxation

2,152.5

(37.9)

449.0

988.1

505.3

248.0

These are described very briefly below, however, more information relating to the Group’s financial risk management and related
sensitivity analysis can be found in financial instruments note 39 WEB:
www.massmart.co.za/iar2013/groupafs.

Trading profit before interest and taxation

2,145.4

–

366.6

990.2

507.6

281.0

Net finance (costs)/income

(255.1)

(349.6)

34.0

38.5

29.2

(7.2)

Operating profit before taxation

1,897.4

(387.5)

483.0

1,026.6

534.5

240.8

Trading profit before taxation

2,239.9

–

400.6

1,028.7

536.8

273.8

Liquidity risk
Liquidity risk is considered low owing to the Group’s conservative funding structure and its high cash generation. Massmart’s
liquidity requirements are continually assessed through the Group’s cash management and treasury function. The Group has total
banking facilities, incorporating overnight, short- and medium-term borrowings, letters of credit and forward exchange contracts
of R7,235.7 million (Dec 2012: R5,428.6 million). As at December 2013, total interest-bearing debt amounted to R2.3 billion
(Dec 2012: R1.7 billion). As the Group builds inventory levels for the festive season, net interest-bearing debt increases up to
approximately R4.0 billion in October/November, but will reduce rapidly as Christmas trading accelerates with commensurately higher
cash proceeds.

Sales

Inventory

10,115.5

12.6

3,647.2

2,618.2

1,597.0

2,240.4

Total assets

26,147.9

(2,614.7)

7,718.3

7,166.8

5,212.0

8,665.5

Total liabilities

20,778.3

(6,027.7)

7,522.2

6,587.8

4,857.4

7,838.6

2,061.4

759.0

489.7

344.8

275.1

192.8

731.1

33.9

256.4

145.4

121.2

174.2

41.6

–

–

2.1

–

39.5

138.0

458.0

23.3

(352.2)

13.6

(4.7)
(105.8)

Net capital expenditure
Depreciation and amortisation

Interest risk

Impairment losses

Interest rate exposure is actively monitored owing to the Group’s significant intra-month cash movements and the seasonal changes
in its net funding profile during the financial year. As noted above, interest rates on the medium-term bank loans are fixed ranging
between 7.2% and 8.1%. The remaining interest-bearing funding is financed through overnight facilities at floating interest rates. Of
the Group’s total financial instrument liabilities of R18.4 billion, 85.7% or R15.8 billion is represented by non-interest-bearing trade
and other payables funding.

Non-cash items other than depreciation and impairment

Credit risk
Credit is available to wholesale customers at Makro, Massbuild and Masscash, and is adequately controlled by using appropriately
trained personnel, applying credit granting criteria, continual monitoring and the use of software tools. A portion of the trade debtors’
book in Masscash is insured and a further portion is secured through general notarial bonds, pledges and other forms of security.
Similarly, the trade debtors books in Builders Warehouse and Builders Trade Depot are also largely insured.

Currency risk
Where possible and practical, currency risk in the Group is actively managed. All foreign-denominated trading liabilities are covered
by matching forward- exchange contracts. At financial year-end, there were open forward exchange contracts totalling R759.2 million
(Dec 2012: R713.1 million) of which 98.0% (Dec 2012: 98.6%) were US Dollar liabilities. The sensitivity of the Group to this exposure
is shown in note 39 WEB:
www.massmart.co.za/iar2013/groupafs. In brief, using the US Dollar as a proxy for the Group’s total currency
exposure, if the Rand strengthened by 10% (Dec 2012: 5%) from the period-end rate of R10.54/US Dollar (Dec 2012: R8.59/US Dollar),
there would be a R4.6 million charge, while a 10% weakening would give rise to a R4.6 million gain (Dec 2012 equivalent figures were
R3.9 million). The Group has increased the sensitivity calculation from 5% to 10% to appropriately reflect the large movement in the
Rand in the current year.
Foreign-denominated assets are not covered by forward exchange contracts, as these are permanent assets held for the long-term.
The Walmart creditor, whilst current in nature, has not been covered.

Cash flow from operating activities

1,914.5

399.4

990.1

273.9

356.9

Cash flow from investing activities

(2,306.3)

(1,424.0)

(490.6)

(385.2)

(275.2)

268.7

Cash flow from financing activities

293.0

819.4

(621.6)

209.3

1.4

(115.5)
35.2

Inventory days

63.7

–

109.3

59.2

92.3

Number of stores

376

–

143

19

92

122

Trading area (m2)

1,481,308

–

475,331

195,794

410,546

399,637

4.8%

–

7.7%

9.3%

3.7%

0.6%

3,940

–

3,324

10,305

4,462

3,276

323,813

–

178,488

51,300

61,733

32,292

11.4%

–

–

–

108.4%

3.2%

37,554

403

12,870

4,929

8,882

10,470

4.2%

28.3%

(6.5%)

27.9%

9.9%

4.3%

Trading area (m2) increase on Dec 2012
Average trading area per store (m2)
Distribution centre space (m2)
Distribution centre space (m2) increase on Dec 2012
Number of full-time equivalents
Number of full-time equivalents increase on Dec 2012

›
›
›
›

The corporate column includes certain consolidation entries.
All intercompany transactions have been eliminated in the above results.
Trading profit before taxation is earnings before corporate net interest, asset impairments, BEE transaction IFRS 2 charges,
foreign exchange movements, loss on disposal of business, and assets classified as held for sale.
Net capital expenditure is defined as capital expenditure less disposal proceeds.
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Secondary geographic segments

FOR THE YEAR ENDED DECEMBER 2012
Total
Rm

Corporate
Rm

Massdiscounters
Rm

Masswarehouse
Rm

Massbuild
Rm

Masscash
Rm

The Group’s four divisions operate in two principal geographical areas – South Africa and the rest of Africa.
Total
December 2013
53 weeks
Rm

South Africa
December 2013
53 weeks
Rm

Rest of Africa
December 2013
53 weeks
Rm

Total
December 2012
26 weeks
Rm

South Africa
December 2012
26 weeks
Rm

Rest of Africa
December 2012
26 weeks
Rm

Sales

72,263.4

66,676.1

5,587.3

36,122.6

33,503.5

2,619.1

Segment assets

19,238.5

18,320.0

918.5

16,719.2

16,218.3

500.9

2,061.4

1,891.9

169.5

741.6

700.6

41.0

36,122.6

–

8,422.1

9,630.2

4,663.1

13,407.2

Operating profit before interest and taxation

1,125.1

(214.9)

352.5

516.4

269.1

202.0

Trading profit before interest and taxation

1,427.1

–

426.5

518.1

271.0

211.5

(60.4)

(131.8)

23.1

17.0

21.6

9.7

Operating profit before taxation

1,064.7

(346.7)

375.6

533.4

290.7

211.7

Net capital expenditure

Trading profit before taxation

1,498.5

–

449.6

535.1

292.6

221.2

Inventory

9,691.5

31.2

3,406.2

2,376.9

1,321.6

2,555.6

Total assets

23,019.8

(3,462.5)

7,667.1

6,136.0

4,594.9

8,084.3

Total liabilities

18,104.5

(7,176.7)

7,492.7

6,299.1

4,236.5

7,252.9

›
›
›

Net capital expenditure

741.6

22.4

261.8

265.9

73.8

117.7

Depreciation and amortisation

342.6

9.4

128.1

62.0

61.6

81.5

Related-party transactions
Related-party transactions comprise:

Sales

Net finance (costs)/income

5.4

–

–

–

–

5.4

234.4

190.9

34.5

22.6

12.1

(25.7)

Cash flow from operating activities

2,071.0

1,545.9

37.2

100.9

102.4

284.6

Cash flow from investing activities

(761.2)

54.9

(261.6)

(253.2)

(73.7)

(227.6)

Cash flow from financing activities

(367.8)

(1,087.6)

388.0

249.1

(11.8)

94.5
38.8

Impairment losses
Non-cash items other than depreciation and impairment

Inventory days

59.9

–

99.7

53.6

73.7

Number of stores

357

–

133

18

85

121

Trading area (m2)

1,413,573

–

441,382

179,202

395,871

397,118

Trading area (m2) increase on June 2012
(excl. re-measurements)

4.7%

–

5.8%

17.0%

0.5%

3.3%

Average trading area per store (m2)

3,960

3,319

9,956

4,657

3,229

290,704

–

178,488

51,300

29,624

31,292

Distribution centre space (m2) increase on June 2012

11.1%

–

5.6%

32.2%

–

29.3%

Number of full-time equivalents

36,053

314

13,767

3,854

8,083

10,035

Number of full-time equivalents increase on June 2012

11.1%

0.3%

38.1%

9.5%

9.4%

(10.8%)

Distribution centre space (m2)

All inter-company transactions have been eliminated in the above results.
Segment assets excludes financial instruments and deferred taxation and reflects the geographic location of the Group’s physical
current and non-current assets.
Net capital expenditure is defined as capital expenditure less disposal proceeds.

More information relating to segmental reporting can be found in note 40

›
›
›
›
›
›

WEB:

www.massmart.co.za/iar2013/groupafs.

Transactions between the Company and its subsidiaries, which have been eliminated on consolidation and are thus not disclosed.
Compensation of key-management personnel.
Transactions between the Company and Wal-Mart Stores, Inc. (its ultimate Holding Company).
The Group holds cash reserves on behalf of the Group’s out-going Chairman, Lamberti Education Foundation Trust.
Loans to directors.
The post-retirement medical aid liability, Massmart Pension Fund and Massmart Provident Fund are managed for the benefit of past
and current employees of the Group.

More information on related-party transactions can be found in note 33

WEB:

www.massmart.co.za/iar2013/groupafs.

Directors’ emoluments
A detailed review can be found in ‘Our Employees’ on page 42.
This information can also be found in note 34 and 35 WEB:
www.massmart.co.za/iar2013/groupafs.

Technical review
The appropriate accounting policies, supported by sound and prudent management judgement and estimates, have been consistently
applied in all material respects with those of the previous financial year, except for:

›
›
›
›
›
›
›
›

IFRS 7 Disclosures – Offsetting Financial Assets and Financial Liabilities – Amendments to IFRS 7;
IFRS 10 Consolidated Financial Statements;
IAS 27 Separate Financial Statements;
IFRS 11 Joint Arrangements;
IAS 28 Investments in Associates and Joint Ventures;
IFRS 12 Disclosure of Interests in Other Entities;
IFRS 13 Fair Value Measurement; and
IAS 19 Employee Benefits (Revised).

No restatement was required in these financial statements and only IAS 19 Employee Benefits has a financial impact on the Group.
These financial statements have been prepared in accordance with the framework concepts and the measurement and recognition
requirements of International Financial Reporting Standards (IFRS), its interpretations issued by the IFRS Interpretations Committee,
the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee and Financial Pronouncements as issued by
the Financial Reporting Council, the JSE Listing Requirements and the requirements of the Companies Act of South Africa. A technical
www.massmart.co.za/iar2013/groupafs of standards issued and not yet effective as well as
review has been provided in note 2 WEB:
standards that became effective in the current period.
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FIVE YEAR REVIEW
FOR THE YEAR ENDED 29 DECEMBER 2013

Independent auditors

Income statement (Rm)

To align with Wal-Mart Stores, Inc. (Massmart’s ultimate holding company), Massmart changed its External Auditors to Ernst & Young
Inc. with effect from the previous reporting cycle.

FFoouurr--yyeeaarr
ccoom
mppoouunndd

22001133 1

22001122

22001111

22001100

22000099

12.9
12.9

72,512.9
72,263.4
(58,926.4)

66,050.3
65,839.5
(53,563.0)

57,177.8
57,066.5
(46,767.6)

50,795.2
50,673.3
(41,513.1)

44,633.3
44,524.0
(36,518.3)

13.6

Other income
Depreciation and amortisation

13,337.0
249.5
(731.1)

12,276.5
210.8
(661.2)

10,298.9
111.3
(530.4)

9,160.2
121.9
(417.3)

8,005.7
109.3
(358.9)

Impairment of assets
Employment costs
Occupancy costs
Foreign exchange gain/(loss)
Other operating costs

(41.6)
(5,423.5)
(2,555.3)
67.8
(2,750.3)

(21.6)
(4,686.5)
(2,296.5)
(231.6)
(2,533.0)

(10.3)
(4,066.9)
(1,826.6)
89.6
(1,783.9)

(3.7)
(3,568.4)
(1,552.9)
(175.1)
(1,621.3)

(1.6)
(3,094.2)
(1,270.9)
(199.9)
(1,433.9)

5.2

2,152.5
-

2,056.9
(348.9)
-

2,281.7
(450.5)
(38.6)

1,943.4
-

1,755.6
-

5.2

2,152.5

1,708.0

1,792.6

1,943.4

1,755.6

(283.8)

(217.4)

(154.6)

(102.3)

(100.5)

28.7

90.0

40.0

41.4

54.5

Net finance costs

(255.1)

(127.4)

(114.6)

(60.9)

(46.0)

Profit before taxation

1,897.4
(555.3)

1,580.6
(549.6)

1,678.0
(633.7)

1,882.5
(625.7)

1,709.6
(587.2)

1,342.1

1,031.0

1,044.3

1,256.8

1,122.4

Owners of the parent
Preference shareholders
Non-controlling interests

1,283.0
59.1

972.3
5.0
53.7

993.2
24.0
27.1

1,174.7
49.9
32.2

1,036.2
39.7
46.5

Profit for the year

1,342.1

1,031.0

1,044.3

1,256.8

1,122.4

3.4

591.4

449.8

461.7

581.9

517.6

3.7

585.1

443.2

454.4

545.2

506.5

1.4

2,145.4

2,147.8

2,233.9

2,173.0

2,032.6

5.4

2,857.4

2,971.3

2,732.8

2,539.5

2,316.0

10.8
6.5
2.1

5,412.7

5,267.8

4,559.4

4,092.4

3,586.9

1,334.5
1,285.7

1,027.0
1,193.8

1,037.6
973.1

1,183.8
1,309.9

1,038.8
1,182.7

ggrroow
wtthh %
%

Critical judgements in applying the Group’s accounting policies
In the process of applying the Group’s accounting policies, management has not made any critical judgements that have a significant
effect on the amounts recognised in the financial statements. Management applies judgement in classifying a lease as financing or
operating at its inception.

Key sources of estimation uncertainty
The following areas highlight where estimation has been used in the Group financial results:

›
›
›
›
›
›
›
›

Property, plant and equipment useful lives and residual values
Goodwill impairment
Inventory provisions
Allowance for doubtful debts
Fair value of equity awards granted
Provision for post-retirement medical aid
Deferred tax assets – estimation of future taxable profit
Fair value measurement of financial instruments

More detail on estimation uncertainty is provided in note 42

WEB:

Revenue
Sales
Cost of sales

Gross profit

Operating profit before Walmart transaction costs and loss on disposal of Makro Zimbabwe
Walmart transaction, integration and related costs
Loss on disposal of Makro Zimbabwe

Operating profit
Finance costs
Finance income

www.massmart.co.za/iar2013/groupafs.

Going-concern assertion
The Board has formally considered the going-concern assertion for Massmart and its subsidiaries and believes that it is appropriate for
the forthcoming financial year. The going concern assertion can be found in the Directors’ report on page 50.

Taxation

Profit for the year

4.6

P
Prrooffiitt aattttrriibbuuttaabbllee ttoo::

Appreciation
I would like to acknowledge and pay tribute to my Finance colleagues and their teams in the Massmart Divisions, the Massmart
Corporate Office and Walmart for their continued commitment to the integration process and on-going demands of their Divisions and
those of the Group. The significant effort and high-quality of their performance allows the Group to deliver results at an expected high
standard to our various stakeholders.

Earnings per share (cents)
Basic EPS
Diluted basic EPS
Trading profit before interest and taxation2
EBITDA before foreign exchange3
3

EBITDAR before foreign exchange

Ilan Zwarenstein
Group Financial Director
10 April 2014

Headline earnings
Headline earnings before foreign exchange (taxed)

Details of the ratios and terms can be found in definitions and formulas
All periods are 12 month periods
Foreign exchange movements relating to the cost of stock were reallocated from ‘Foreign exchange gain/(loss)’ to ‘Cost of sales’ from the December 2011 financial year onwards, in line
with the Group’s accounting policy.
1
2013 was a 53-week period
2
Walmart integration and related costs have been included in the prior financial year
3
Excludes Walmart transaction, integration and related costs and the loss on disposal of Makro Zimbabwe

Statement of financial position and statement of cash flows (Rm)

Stores and productivity measures in Rands
FFoouurr--yyeeaarr
ccoom
mppoouunndd
ggrroow
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%
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Statement of financial position (Rm)
A
Asssseettss
Non-current assets
Current assets
Inventory

Operating statistics
1.0
7.1
3.5
15.3

0.9
7.1
3.2
14.2

0.8
7.0
3.1
14.1

0.8
6.9
2.9
13.8

Game
DionWired

121
22

114
19

106
16

97
12

92
10

11,432.9
9,116.7

M
Maassssddiissccoouunntteerrss

143

133

122

109

102

15,931.8

Makro

19

18

16

14

13

M
Maassssw
waarreehhoouussee

19

18

16

14

13

Builders Warehouse
Builders Trade Depot
Builders Express
Builders Superstore

34
20
36
2

28
29
28
-

28
26
30
-

27
23
30
-

23
29
21
-

M
Maassssbbuuiilldd

92

85

84

80

73

Wholesale Cash and Carry
Retail Cash and Carry

75
47

77
44

80
28

79
26

87
-

10,111.8

7,595.1

6,289.5

5,536.0

4,739.3

16,036.1
10,115.5
-

15,422.2
9,691.5
2.5

14,972.3
8,385.2
2.1

12,440.6
7,336.1
4.6

11,192.5
5,997.3
-

13.2

26,147.9

23,019.8

21,263.9

17,981.2

15,931.8

9.9
28.0
12.9
10.7

5,369.6
5,173.0
2,206.4

4,915.3
4,739.7
1,183.4

4,864.6
4,658.1
928.9

4,009.7
3,857.5
859.8

3,677.7
3,547.9
821.2

18,571.9
13,702.5

16,921.1
12,601.3

15,470.4
12,281.1

13,111.7
10,261.4

13.2

26,147.9

23,019.8

21,263.9

17,981.2

Non-current assets classified as held for sale

Total assets

1.0
0.1
7.5
3.5
15.9

20.9
9.4
14.0

Depreciation and amortisation costs as a % of sales
Impairment costs as a % of sales
Employment costs as a % of sales
Occupancy costs as a % of sales
Total operating costs before foreign exchange as a % of sales 2

EEqquuiittyy aanndd lliiaabbiilliittiieess
Total equity
Equity attributable to equity holders of the parent
Non-current liabilities
Current liabilities
Trade payables

Total equity and liabilities

Number of stores by chain

Statement of cash flows (Rm)
Operating cash
Working capital movements

Cash generated from operations

7.6

2,984.0
752.6

2,681.8
(775.5)

2,536.8
450.3

2,383.3
(96.9)

2,226.1
292.4

10.4

3,736.6

1,906.3

2,987.1

2,286.4

2,518.5

(255.1)
79.2
(732.8)
(913.4)

(127.4)
0.1
(601.5)
(864.7)

(114.6)
18.4
(691.4)
(826.7)

(60.9)
43.7
(602.3)
(827.4)

(46.0)
49.0
(688.2)
(813.4)

1,914.5

312.8

1,372.8

839.5

1,019.9

Net Interest paid
Investment income
Taxation paid
Dividends paid

Net cash flow from operating activities

M
Maassssccaasshh

Total number of stores
FTE (full-time equivalents)

Investment to maintain operations
Investment to expand operations
Businesses acquired
Other

Net cash flow from investing activities
Net cash flow from financing activities
Net (decrease)/increase in cash and cash equivalents
Foreign exchange losses taken to FCTR
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

1

Details of the ratios and terms can be found in definitions and formulas
All periods are 12 month periods
2013 was a 53-week period.

29.8

(752.1)
(1,306.8)
-

(629.4)
(685.2)
(383.6)

(453.8)
(920.8)
(84.0)

(362.3)
(542.7)
(310.9)

(368.4)
(278.5)
(197.3)

(247.4)

33.5

133.2

(169.2)

31.1

(2,306.3)

(1,664.7)

(1,325.4)

(1,385.1)

(813.1)

293.0

135.6

707.7

33.5

(145.4)

(98.8)
47.2
1,639.9

(1,216.3)
6.0
2,850.2

755.1
95.2
1,999.9

(512.1)
(4.9)
2,516.9

61.4
(89.4)
2,544.9

1,588.3

1,639.9

2,850.2

1,999.9

2,516.9

2

Trading space (m

)

Distribution centre space (m2)
Sales per store (R’000)
Sales per FTE (R’000)
Sales per trading m2 (R’000)

Details of the ratios and terms can be found in definitions and formulas
All periods are 12 month periods
2013 was a 53-week period.
2
Excludes Walmart transaction, integration and related costs and the loss on disposal of Makro Zimbabwe
1

122

121

108

105

87

8.1

376

357

330

308

275

6.7

37,554

36,053

33,638

29,759

29,020

6.5

1,481,308

1,413,573

1,321,233

1,249,584

1,149,590

22.7

323,813

290,704

246,252

212,738

142,738

183,008

175,887

164,306

154,351

152,584

1,924
49

1,826
47

1,696
43

1,703
41

1,534
39

Returns, profitability and share information in Rands

Income statement, statement of financial position and statement of cash flows in US Dollars ($m)
FFoouurr--yyeeaarr
ccoom
mppoouunndd
ggrroow
wtthh %
%

22001133 1

FFoouurr--yyeeaarr
ccoom
mppoouunndd
22001122

22001111

22001100

ggrroow
wtthh %
%

22000099

Net asset turn
Gross margin (%)
Operating margin2 (%)

11.0
18.5
3.0

11.8
18.6
3.1

10.9
18.0
4.0

Trading profit before interest and taxation margin3 (%)

3.0

3.3

EBITDA before foreign exchange margin2 (%)

4.0

4.5

29.3

34.8

Effective tax rate (%)

22001111

22001100

22000099

Revenue

11.6
18.1
3.8

11.9
18.0
3.9

Sales
Cost of sales

3.9

4.3

4.6

4.8

5.0

5.2

Gross profit

37.8

33.2

34.3

4

(%)

Return on capital employed before foreign exchange (%)

25.9

27.6

24.5

35.4

34.9

35.0

36.2

35.7

52.3

54.1

Return on invested capital (%)

18.2

17.7

21.5

21.2

21.7

Debt: Equity (%)
Cash earnings cover

18.0
2.2

10.7
2.6

8.2
2.4

5.6
2.0

4.2
2.1

29.6
0.9
0.3

33.4
0.9
0.3

58.6
1.0
0.4

49.9
0.9
0.4

68.4
1.0
0.5

63.7
5.8
75.7
2.8
3.9

65.9
5.5
75.1
2.9
3.7

65.3
5.6
83.8
2.7
3.4

64.3
5.7
78.9
2.8
3.5

59.8
6.1
79.7
2.8
3.3

days
days

7,519.6
(6,131.8)

8,029.2
(6,532.1)

7,893.0
(6,468.5)

6,913.1
(5,663.5)

5,269.1
(4,321.7)

10.0

1,387.8

1,497.1

1,424.5

1,249.6

947.4

(1,163.8)

(1,246.3)

(1,108.9)

(984.6)

(739.7)

224.0

250.8

315.6

265.0

207.7

-

(42.5)
-

(62.3)
(5.3)

-

-

(26.5)

(15.5)

(15.9)

(8.3)

(5.4)

197.5

192.8

232.1

256.7

202.3

1.9

Walmart transaction, integration and related costs
Loss on disposal of Makro Zimbabwe
Net finance costs

Profit before tax

(0.6)

Taxation

(57.8)

(67.0)

(87.6)

(85.4)

(69.5)

1.3

139.7

125.8

144.5

171.3

132.8

Owners of the parent
Preference shareholders
Non-controlling interests

2.2

133.6
6.1

118.6
0.6
6.5

137.4
3.3
3.7

160.3
6.8
4.4

122.6
4.7
5.5

Profit for the year

1.3

Headline earnings

3.1

138.9

125.2

143.5

161.5

122.9

1.2

510.4
151.0

572.2
190.9

596.2
349.3

590.5
294.5

487.1
333.4

4.2
4.9
1.9

2,485.5

2,679.8

2,605.9

2,648.2

2,110.2

961.5
1,302.5

1,128.2
1,467.0

1,027.6
1,505.0

1,080.4
1,511.3

794.3
1,207.5

388.8
199.2

232.5
38.1

413.2
189.9

311.9
114.5

298.0
120.7

(240.0)

(203.0)

(183.3)

(189.0)

(96.2)

10.52
9.61

8.59
8.20

8.16
7.23

6.79
7.33

7.55
8.45

Profit for the year

Solvency and liquidity ratios
Net cash to total equity (%)
Current ratio
Quick ratio

9.3

Other income and expenses
Operating profit before Walmart transaction costs and loss on disposal of Makro Zimbabwe

Profitability and gearing ratios

Inventory days
Inventory turn
Payable days
Asset turn
Total liabilities to total equity

22001122

Income statement

Productivity ratios

Return on average shareholders’ equity before foreign exchange (taxed)

22001133 1

Profit attributable to:

139.7

125.7

144.4

171.5

132.8

Statement of financial position
Total equity
Cash and cash equivalents at the end of the period
Total assets

Per share performance (cents)
Headline earnings
Headline earnings before foreign exchange (taxed)
Diluted headline earnings
Attributable earnings
Dividends/distribution
Cash generated from operations before working capital movements
Operating cash flow
Net asset value
Dividend cover

4.4
0.1
4.6
3.4
2.2
5.5
9.3
7.8

615.2
592.7
608.6
591.4
421.0

475.2
552.3
468.1
449.8
421.0

479.2
449.4
475.1
458.7
386.0

584.4
646.6
549.6
579.9
386.0

518.1
589.9
507.6
516.8
386.0

1,375.5
1,303.6
2,382.7
1.46

1,240.8
544.8
2,185.1
1.13

1,171.5
1,015.7
2,158.0
1.24

1,176.5
822.9
1,893.2
1.51

1,110.2
914.3
1,761.9
1.34

217.1
216.9
219.3

216.9
216.1
219.4

215.9
216.5
218.9

203.8
202.6
218.9

201.4
200.5
205.3

98.0
45.1
4.4
3.1
29,414

73.7
34.0
2.4
2.2
41,041

137.6
63.7
2.7
2.2
37,194

232.2
114.0
4.0
2.6
29,849

206.7
102.6
5.9
4.4
17,737

20,800

19,241

17,449

15,316

9,257

12,710
13,548

15,652
18,921

12,600
17,237

8,341
14,650

6,120
8,808

Inventories
Trade and other payables

Statement of cash flows
Cash generated from operations
Net cash flow from operating activities
Net cash flow from investing activities

6.9
13.3
25.7

Stock exchange information
Shares in issue (millions)
Weighted average number of shares (millions)
Diluted weighted average number of shares (millions)
Shares traded (millions)
Percentage of shares traded (%)
Earnings yield (%)
Dividends yield (%)
Market capitalisation (Rm)
Share price South African (cents):
High5
Low5
Closing

Details of the ratios and terms can be found in definitions and formulas
All periods are 12 month periods
2013 was a 53-week period.
2
Excludes Walmart transaction, integration and related costs and the loss on disposal of Makro Zimbabwe
3
Walmart integration and related costs have been included in the prior financial year
4
Excludes Walmart transaction costs
5
Taking into account intra-day high and low prices.
1

Exchange rates (Rand/US$)
At year-end
Average for the year

1

Details of the ratios and terms can be found in definitions and formulas
All periods are 12 month periods
2013 was a 53-week period.
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DEFINITIONS AND FORMULAS

Profitability and share performance in US Dollars
FFoouurr--yyeeaarr
ccoom
mppoouunndd
ggrroow
wtthh %
%

22001133 1

Employment costs
22001122

22001111

22001100

22000099

Ratios/indicators

Operating margin (%)

Other operating costs

P
Prrooffiittaabbiilliittyy aanndd ggeeaarriinngg rraattiiooss
Return on average shareholders’ equity before foreign exchange (taxed)2 (%)

28.4

28.9

27.7

32.8

31.2

Return on capital employed before foreign exchange (%)

47.0

43.7

45.4

53.1

51.6

Return on invested capital (%)
Debt: Equity (%)

18.2
18.0

17.9
10.7

21.7
8.2

21.0
5.6

21.7
4.2

Interest received less interest paid

LLiiqquuiiddiittyy rraattiiooss
Current ratio
Inventory days

0.9
58.2

0.9
62.9

1.0
57.8

1.0
66.9

Earnings before interest, taxation, depreciation,
amortisation and asset impairments.

0.9
69.4

Headline earnings
Diluted headline earnings
Attributable earnings
Dividends/distribution
Cash generated from operations before working capital movements
Operating cash flow
Net asset value
Dividend cover

(3.9)
(3.7)
(4.8)
(5.9)
(2.9)
0.6
(0.7)

58.5

55.3

58.7

86.1

68.6

57.9
56.2
40.0
130.8

54.5
52.4
49.0
144.4

58.2
56.2
47.3
143.6

80.9
85.4
56.8
173.3

67.2
68.5
51.1
147.0

123.9

63.4

124.5

121.2

121.1

226.5
1.5

254.4
1.1

264.5
1.2

278.8
1.5

233.4
1.3

2,796.0

4,777.8

4,558.1

4,396.0

2,349.3

At year-end
Average for the year

Details of the ratios and terms can be found in definitions and formulas
All periods are 12 month periods
1
2013 was a 53-week period.
2
Excludes Walmart transaction costs

Trading profit before
interest and taxation

EBITDA

10.52
9.61

8.59
8.20

8.16
7.23

6.79
7.33

7.55
8.45

Sales

Quick ratio
Current assets excluding inventory
Current liabilities

Inventory days
Inventory
Total cost of sales

EBITDA
Sales

Effective tax rate (%)

Earnings before interest, taxation, depreciation,
amortisation, asset impairments and occupancy
costs.

Trading profit before interest and taxation
Earnings before interest, taxation, asset
impairments, the BEE IFRS 2 charge, foreign
exchange movements, loss on disposal of business,
assets classified as held for sale and Walmart
related costs.

Sales figures quoted for stores that have traded for
all 12 months of the current and prior year.

Includes all permanent employees and the
permanent equivalent of temporary employees and
contracted workers.

Taxation
Profit before taxation
Note 9 of the Annual Financial Statements
holds further information
WEB:

Total cost of sales

Headline earnings
Average of opening and closing equity
attributable to equity holders of the parent

Return on capital employed (%)
Operating profit before
asset impairments
Average of opening and closing
capital employed balances
The Group defines capital employed as capital and
reserves and interest-bearing LT liabilities.

Trading space (m2)
Trading space excludes parking, yard, warehouse
space, office space and receiving areas.

Distribution centre space (m )
2

Distribution centre space excludes parking
and yard space.

Dividends/Distribution
Distribution to shareholders

Sales per store (R000)*
Sales
Number of stores

Return on invested capital (%)
Adjusted operating profit
Average invested capital
Adjusted operating profit includes finance income
and adds back depreciation, amortisation and
occupancy costs.
Average invested capital is average total assets of
continuing operations plus average accumulated
depreciation and amortisation less average accounts
payable less average accrued liabilities plus
occupancy costs x8.

Debt: Equity (%)
Average debt

Sales per FTE (R000)*
Sales
FTEs

Sales per trading m2 (R000)*
Sales
Trading m2

Net asset turn
Sales
Net assets
The Group defines net assets as capital reserves and
interest-bearing LT liabilities.

Gross margin (%)

Average total equity
Debt comprises non-current
interest-bearing liabilities.

Cash earnings cover
Operating cash flow per share
Headline earnings per share

Net cash to total equity (%)
Cash and cash equivalents,
net of borrowings
Total equity at the end of the year

Sales

x days

Payable days
Trade payables (excl. VAT)
Total cost of sales

x days

Asset turn
Sales
Total assets

Total liabilities to total equity
Current and non-current liabilities
Total equity

Headline earnings per share
Headline earnings
Weighted average number of shares in issue

Diluted headline earnings per share
Headline earnings
Diluted weighted average number
of shares in issue

Attributable earnings per share
Earnings attributable to the equity
holders of the parent
Weighted average number of shares in issue

Cash generated from operations before
working capital movements per share
Cash generated from operations before
working capital movements
Weighted average number
of shares in issue

Operating cash flow per share
Net cash flow from operations
Weighted average number
of shares in issue
Net cash flow from operations is after
working capital movements, and excludes
dividends paid.

Net asset value per share
Capital and reserves
Total number of shares in issue

Dividend cover

Current ratio

Gross profit

Inventory

www.massmart.co.za/iar2013/groupafs

Return on average shareholders’ equity (%)

x days

Inventory turn

EBITDA margin (%)

FTE (full-time equivalents)

Exchange rates (Rand/US$)

Trading profit before interest
and taxation margin (%)

Net finance costs

Comparable sales

Stock exchange information
Market capitalisation ($m)

Includes the foreign exchange gains and losses.

EBITDAR

Per share performance (cents)

Operating profit
Sales

Includes the IFRS 2 Share-based Payment
expense.

Current assets
Current liabilities

* Sales for Shield, CellShack, Saverite and Kangela are excluded as they do not have stores.

Headline earnings per share
Interim and final dividend per share
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SHAREHOLDER ANALYSIS

INVESTOR RELATIONS

FOR THE YEAR ENDED DECEMBER 2013
The following analysis of shareholders was extracted from the shareholders register as at December 2013:
Number

%

Number of shares

%

4,621

85.4

1,000,369

0.5

1,001 - 10,000 shares

573

10.6

1,733,761

0.8

10,001 - 100,000 shares

148

2.7

4,331,919

2.0

50

0.9

15,703,936

7.2

1 - 1,000 shares

SHAREHOLDER
SPREAD
NUMBER OF SHARES

100,001 - 1,000,000 shares
1,000,001 shares and over

22

0.4

5,414 100.0

NUMBER OF SHARES

89.5

217,109,044 100.0

Number

%

Number of shares

%

1

–

113,859,293

52.4

Unit Trusts/Mutual Funds

92

1.7

54,626,317

25.2

Pension Funds

77

1.4

23,528,450

10.8

Other Managed Funds

40

0.7

8,506,160

3.9

Sovereign Wealth

19

0.4

6,628,600

3.1

Private Investors

14

0.3

2,448,736

1.1

Custodians

13

0.2

2,993,748

1.4

Charities

8

0.1

1,213,864

0.6

Insurance Companies

5

0.1

833,643

0.4

Walmart subsidiary: Main Street 830 (Pty) Ltd

DISTRIBUTION OF
SHAREHOLDERS

194,339,059

During the year, apart from closed periods, the CEO, COO
and Group FD together meet regularly with institutional
shareholders and, in addition, are available for meetings or
conference calls with analysts and any existing or prospective
Massmart shareholders.

1

–

253,586

0.1

1

–

115,477

0.1

Investment Trusts

2

–

98,780

–

P Sigsworth, CA(SA)

Local Authorities

2

–

64,238

–

American Depositary Receipt

1

–

39,169

–

Contact details

University

1

–

37,594

–

5,137 95.1
5,414 100.0

1,861,389
0.9
217,109,044 100.0

Number

%

Number of shares

%

1

–

113,859,293

52.4

Directors & Group Executives of the Company

4

0.1

838,967

0.4

Share trusts

1

–

86,221

–

Walmart subsidiary: Main Street 830 (Pty) Ltd

Public shareholders

5,408 99.9
5,414 100.0

102,324,563 47.2
217,109,044 100.0

Number of shares

%

Registered office
Massmart House
16 Peltier Drive
Sunninghill Ext 6
Sandton
2146
South Africa

The following custodians and managers held beneficially,
directly or indirectly, more than 3% of the Company's shares:
Aberdeen Asset Management Group

37,953,752

Public Investment Corporation

12,332,411

5.7

8,736,981

4.0

17.5

Postal address
Private Bag X4
Sunninghill
2157
South Africa

Telephone number
+ 27 (0) 11 517 0000
Facsimile number
+ 27 (0) 11 517 0020
Website
www.massmart.co.za

Indicators

JSE share code
MSM
ISIN
ZAE000152617

Stock exchange information at 29 December 2013
Shares in issue (millions)

217.1

Shares traded (millions)

98.0

Percentage of shares traded (%)

45.1

Earnings yield (%)

4.4

Dividends yield (%)

3.1

Market capitalisation (Rm)

29,414

Closing share price South African (Rand)

135.48

Design partners
Publisher Integrated Annual Report
Ince
Design
Studio Shelf
Photographer
Maritza Kriel
Gareth Gilmour

Company Secretary

Company registration number
1940/014066/06 (incorporated in South Africa)

Custodians and managers holding 3% or more

J.P. Morgan Asset Management

Early in January and July, shortly after the conclusion of the fullyear and half-year trading periods, on release of the Integrated
Annual Report and at the Group’s annual general meeting
in May, Massmart releases sales updates reporting on the
Group’s year-to-date sales performance. In addition, annually in
November, the CEO, COO and Group FD host a day-long visit by
institutional analysts and investors to Massmart stores. A sales
update is released along with this visit.

Exchange-Traded Fund Total

Non-public shareholders

NUMBER OF SHARES

Massmart reports formally to shareholders twice a year (in
February and August) when its full-year and half-year results,
together with a thorough Executive overview, are announced
and issued to shareholders and the media. On both occasions
the CEO, COO, Group FD and certain Group Executives give
presentations to institutional investors, analysts and the media.

BEE

Remainder

PUBLIC/
NON-PUBLIC
SHAREHOLDERS

We strive to provide useful and frequent disclosure to our
shareholders, regardless of how uncomfortable this may be in
periods of difficulty or underperformance.

Corporate partners
Transfer secretaries
Computershare Investor Services Proprietary Limited
70 Marshall Street
Johannesburg
2001
Principal bankers
ABSA Bank Limited
First National Bank
(A division of FirstRand Bank Limited)
Investec Bank Limited
Nedbank Group Limited
The Standard Bank of South Africa Limited
Auditors
Ernst & Young Inc.
Corporate law advisors
Cliffe Dekker Hofmeyr
Edward Nathan Sonnenbergs
Lead sponsor
Deutsche Securities (SA) Proprietary Limited

GROUP INCOME STATEMENT

GROUP STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 29 DECEMBER 2013

FOR THE YEAR ENDED 29 DECEMBER 2013

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

72,512.9

36,234.5

72,263.4
(58,926.4)

36,122.6
(29,523.2)

13,337.0

6,599.4

4
12 and 14
5

249.5
(731.1)
(41.6)
(5,423.5)
(2,555.3)

111.9
(342.6)
(5.4)
(2,487.5)
(1,225.6)

7

67.8
(2,750.3)

(76.7)
(1,243.2)

2,152.5

1,330.3

6

-

(205.2)

2,152.5

1,125.1

Finance costs

6
8

(283.8)

(106.0)

Finance income

8

Notes

Revenue

4
4

Sales
Cost of sales
Gross profit
Other income
Depreciation and amortisation
Impairment of assets
Employment costs
Occupancy costs
Foreign exchange gain/(loss)
Other operating costs
Operating profit before Walmart costs
Walmart transaction, integration and related costs

Operating profit

Net finance costs
Profit before taxation
Taxation

9

Profit for the year

28.7

45.6

(255.1)

(60.4)

1,897.4

1,064.7

(555.3)

(342.3)

1,342.1

722.4

Notes

December 2013
Rm

December 2012
Rm

Assets
Non-current assets
Property, plant and equipment
Goodwill
Other intangibles
Investments
Other financial assets
Deferred taxation

12
13
14
15
16
17

Current assets
Inventories
Trade and other receivables
Taxation
Cash and cash equivalents
Non-current assets classified as held for sale

10,111.8

7,595.1

5,988.1

3,868.2

2,532.0
396.8

2,557.7
387.6

231.9
290.9
672.1

258.8
126.5
396.3

16,036.1

15,422.2

18
19

10,115.5
3,712.5
12.0

9,691.5
3,681.7
17.0

37.11
20

2,196.1

2,032.0

-

2.5

26,147.9

23,019.8

5,173.0

4,739.7

Total assets

Equity and liabilities
Equity attributable to equity holders of the parent
Share capital

21
21
22

2.2

2.2

743.3
517.6
3,909.9

752.1
323.3
3,662.1

196.6

175.6

P
Prrooffiitt aattttrriibbuuttaabbllee ttoo::
Owners of the parent
Preference shareholders
Non-controlling interests

1,283.0
59.1

691.8
1.4
29.2

Other reserves
Retained profit

Profit for the year

1,342.1

722.4

Total equity

5,369.6

4,915.3

Non-current liabilities

2,206.4

1,183.4

Share premium

Earnings per share (cents)
Basic EPS
Diluted basic EPS

11
11

591.4
585.1

319.7
315.4

Non-controlling interests

Non-current liabilities:
1,178.7

671.8

838.9

305.7

Non-current provisions

23
23
24

102.2

169.2

Deferred taxation

17

86.6

36.7

18,571.9

16,921.1

25
26

16,774.2
327.0
331.3

15,305.5
363.8
298.5

- Interest-bearing
- Interest-free

Current liabilities
Trade and other payables

GROUP STATEMENT OF COMPREHENSIVE INCOME

Current provisions
Taxation
Other current liabilities

FOR THE YEAR ENDED 29 DECEMBER 2013

Bank overdrafts

Total equity and liabilities
December 2013
53 weeks

December 2012
52 weeks

Rm

Rm

1,342.1

722.4

5.7

-

5.7

-

Foreign currency translation reserve (note 22)
Revaluation of listed shares (note 15)
Cash flow hedges (note 22)
Less Income tax relating to the revaluation of listed shares (note 17)
Less Income tax relating to the cash flow hedges (note 17)

47.2
4.7
7.0
(1.2)
(1.9)

25.1
1.6
(5.8)
1.6

Other comprehensive income for the year, net of tax

55.8

22.5

Total other comprehensive income for the year, net of tax

61.5

22.5

Total comprehensive income for the year

1,403.6

744.9

TToottaall ccoom
mpprreehheennssiivvee iinnccoom
mee aattttrriibbuuttaabbllee ttoo::
Owners of the parent
Preference shareholders
Non-controlling interests

1,344.5
-

714.3
1.4

59.1

29.2

TToottaall ccoom
mpprreehheennssiivvee iinnccoom
mee ffoorr tthhee yyeeaarr

1,403.6

744.9

Profit for the year
IItteem
mss tthhaatt w
wiillll nnoott bbee rree--ccllaassssiiffiieedd ssuubbsseeqquueennttllyy ttoo tthhee iinnccoom
mee ssttaatteem
meenntt
Post-retirement medical aid actuarial gain (note 22)
IItteem
mss tthhaatt w
wiillll bbee rree--ccllaassssiiffiieedd ssuubbsseeqquueennttllyy ttoo tthhee iinnccoom
mee ssttaatteem
meenntt

27

531.6

561.2

37.11

607.8

392.1

26,147.9

23,019.8

GROUP STATEMENT OF CASH FLOWS

GROUP STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 29 DECEMBER 2013

FOR THE YEAR ENDED 29 DECEMBER 2013

Notes

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

Share
capital
Rm

Share
premium
Rm

Other
reserves
Rm

Retained
profit
Rm

Equity
attributable to
equity holders of
the parent
Rm

2.2
-

750.6
-

614.7
22.5

2,989.4
693.2

Profit for the period
Other comprehensive income for the period

-

-

22.5

Dividends declared (note 10)
Net changes in non-controlling interests2

-

-

-

-

-

-

Share-based payment expense (note 22)

-

Release of share-based payment reserve (note 22)
Release of amortisation of trademark reserve
Treasury shares

Rm

Total
Rm

4,356.9
715.7

207.9
29.2

4,564.8
744.9

693.2
-

693.2
22.5

29.2
-

722.4
22.5

-

(317.0)

(317.0)

-

(317.0)

-

-

-

(21.9)

(21.9)

-

-

-

(39.6)

(39.6)

-

(13.6)
68.5

-

(13.6)
68.5

-

(13.6)
68.5

-

1.5

(292.6)
(76.5)
0.3

(72.6)
292.6
76.5
-

(72.6)
1.8

-

(72.6)
1.8

2.2
-

752.1
-

323.3
61.5

3,662.1
1,283.0

4,739.7
1,344.5

175.6
59.1

4,915.3
1,403.6

Profit for the period
Other comprehensive income for the period

-

-

61.5

1,283.0
-

1,283.0
61.5

59.1
-

1,342.1
61.5

Dividends declared (note 10)
Net changes in non-controlling interests2

-

-

-

(913.4)

(913.4)

-

(913.4)

-

-

3.8

-

3.8

(7.2)

(3.4)

-

-

129.0

-

129.0

(30.9)
-

(30.9)
129.0

Cash flow from operating activities
Operating cash before working capital movements
Working capital movements

37.1
37.2

Cash generated from operations
Interest received
Interest paid
Dividends received
Taxation paid
Dividends paid

37.3

Net cash inflow from operating activities

2,984.0
752.6

1,707.5
1,110.0

3,736.6
28.7
(283.8)
79.2
(732.8)
(913.4)

2,817.5
45.6
(106.0)
(369.1)
(317.0)

1,914.5

2,071.0

Balance as at June 2012
Total comprehensive income

Distribution to non-controlling interests

Investment to maintain operations
Investment to expand operations
Proceeds on disposal of property, plant and equipment
Proceeds on disposal of assets classified as held for sale
Investment in subsidiaries
Disposal of subsidiaries
Other investing activities

37.4
37.5
37.6
37.7
37.8
37.9

(780.2)

(347.6)

(1,306.8)
25.6
2.5
-

(402.6)
8.6
5.7
(56.9)
(50.7)

37.10

(247.4)

82.3

(2,306.3)

(761.2)

Net cash outflow from investing activities

Share trust net consideration5

Balance as at December 2012
Total comprehensive income

Distribution to non-controlling interests

Cash flow from financing activities
Increase/(decrease) in non-current liabilities
Decrease in current liabilities
Non-controlling interests acquired
Net acquisition of treasury shares

483.5
(68.1)
(0.6)

(159.8)
(108.1)
(27.3)

(121.8)

(72.6)

Net cash (outflow)/inflow from financing activities

293.0

(367.8)

2

Net (decrease)/increase in cash and cash equivalents

(98.8)

942.0

3

47.2
1,639.9

25.1
672.8

4

1,588.3

1,639.9

Cash and cash equivalents at the end of the year

37.11

3

Share-based payment expense (note 22)
Share trust net consideration5

1

Foreign exchange movements
Cash and cash equivalents at the beginning of the year

3

Cost of acquiring non-controlling interests4

Cash flow from investing activities

5

Non-controlling
interests1

-

-

-

(121.8)

(121.8)

-

(121.8)

Treasury shares (notes 21 and 22)

-

(8.8)

-

-

(8.8)

-

(8.8)

Balance as at December 2013

2.2

743.3

517.6

3,909.9

5,173.0

196.6

5,369.6

The non-controlling interests comprise mainly CBW store managers’ holdings in certain Masscash stores.
Net changes in non-controlling interests represents the acquisition of non-controlling interests by the Group.
Distribution to non-controlling interests comprise dividends paid to non-controlling shareholders of a Group company.
Cost of acquiring non-controlling interests comprise the consideration paid for increasing the Group’s interest in a Group company above the company’s non-controlling interest balance
in the statement of financial position.
The share trust net consideration is the cost of buying shares in the market above the exercise price to meet the demands of the Massmart share schemes. Additional information can be
found in note 28.

The acquisition of subsidiaries is accounted for using the acquisition method. The cost of an acquisition is measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for control of the acquiree.
Acquisition related costs are expensed as incurred and included in ‘Other operating costs’ in the income statement. The acquiree’s identifiable assets, liabilities
and contingent liabilities that meet the conditions for recognition under IFRS 3 Business Combinations are recognised at their fair values at the acquisition
date, except for non-current assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations, which are recognised and measured at fair value less costs to sell. For each business combination, the Group elects whether to
measure the non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s net fair value of the identifiable net assets.
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Any contingent consideration forming part of the purchase price is recognised at fair value at the acquisition date. Contingent consideration classified as an
asset or liability that is a financial instrument and within the scope of IAS 39 Financial Instruments: Recognition and Measurement, is measured at fair value
with changes in fair value recognised either in the income statement or as a charge to other comprehensive income. If the contingent consideration is not
within this scope, it is measured in accordance with the appropriate IFRS. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill
1. ACCOUNTING POLICIES

General
Massmart Holdings Limited operates retail stores in nine formats in sub-Saharan Africa, aggregated into four reportable segments, focused on high-volume,
low-margin, low-cost distribution of mainly branded consumer good for cash.
The principal offering for each segment is as follows:

Goodwill arising on consolidation of a subsidiary represents the excess of the cost of acquisition over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of a subsidiary at the date of acquisition. Any deficiency of the cost of acquisition below the fair values
of the identifiable net assets acquired (ie discount on acquisition) is credited to the income statement as a gain on bargain purchase in the period of
acquisition.
Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill is allocated to each of the Group’s cash-generating units expected to benefit from the synergies of the combination.
Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more frequently when there is an indication that the unit may
be impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in
the unit. An impairment loss recognised for goodwill is not reversed in a subsequent period.
On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

The Group’s four divisions operate in two principal geographical areas, South Africa and the rest of Africa, and the Group’s geographic segments are reported
on this basis.

Basis of accounting
The financial statements have been prepared on the historical cost basis, except for the revaluation of certain non-current assets and financial instruments to
fair value.
These financial statements have been prepared in accordance with the framework concepts and the measurement and recognition requirements of
International Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee, the Financial
Reporting Pronouncements as issued by the Financial Reporting Standards Council, the JSE Listing Requirements and the requirements of the Companies Act,
71 of 2008 of South Africa. The accounting policies are consistent with that of the previous financial year, except for IFRS 10: Consolidated Financial
Statements, IFRS 12: Disclosure of Interests in Other Entities, IFRS 13 Fair Value Measurement and IAS 19: Employment Benefits. When an accounting policy
is altered, comparative figures are restated if required by the applicable accounting statement and where material. No restatement was required in these
financial statements. The impact of IFRS 10, IFRS 12, IFRS 13 and IAS 19 are covered in note 2 Technical Review.
The principal accounting policies adopted are set out below.

Basis of consolidation
The Group annual financial statements incorporate the annual financial statements of the Company (Massmart Holdings Limited) and the entities it controls as
at 29 December 2013. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee. The Group considers all relevant facts and circumstances in assessing whether it has power
over an investee and re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more of the three
elements of control. Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary. A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. Assets, liabilities, income and
expenses of a subsidiary acquired or disposed of during the year are included in the statement of comprehensive income from the date the Group gains control
until the date the Group ceases to control the subsidiary.
All inter-company transactions and balances, income and expenses are eliminated in full on consolidation. The financial statements of the subsidiaries are
prepared for the same reporting period as the parent company, using consistent accounting policies. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring the accounting policies used in line with those used by the Group.
Separate disclosure is made of non-controlling interests where the Group’s investment is less than 100%. Non-controlling interests consist of the amount of
those interests at the date of the original business combination and the allocated share of changes in equity since the date of the combination. Total
comprehensive income within a subsidiary is attributed to the non-controlling interest even if it results in a deficit balance.

Fair value measurement
The Group measures financial instruments, such as, derivatives and certain investments at fair value at each reporting date. The fair values of financial
instruments measured at amortised cost are disclosed should it be determined that the carrying value of these instruments does not reasonability approximate
their fair value at each reporting date.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes place either:
In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible by the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market participant that would use the asset in its highest
and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value, maximising
the use of relevant observable inputs and minimising the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy, described as
follows, based on the lowest level input that is significant to the fair value measurement as a whole:
Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly observable
Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable
For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis, the Group determines whether transfers have
occurred between the Levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is significant to the fair value measurement
as a whole) at the end of each reporting period.
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature, characteristics and risks of the
asset or liability and the level of the fair value hierarchy as explained above.

Business combinations
The acquisition of subsidiaries is accounted for using the acquisition method. The cost of an acquisition is measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for control of the acquiree.
Acquisition related costs are expensed as incurred and included in ‘Other operating costs’ in the income statement. The acquiree’s identifiable assets, liabilities
and contingent liabilities that meet the conditions for recognition under IFRS 3 Business Combinations are recognised at their fair values at the acquisition
date, except for non-current assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations, which are recognised and measured at fair value less costs to sell. For each business combination, the Group elects whether to
measure the non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s net fair value of the identifiable net assets.
Any contingent consideration forming part of the purchase price is recognised at fair value at the acquisition date. Contingent consideration classified as an
asset or liability that is a financial instrument and within the scope of IAS 39 Financial Instruments: Recognition and Measurement, is measured at fair value
with changes in fair value recognised either in the income statement or as a charge to other comprehensive income. If the contingent consideration is not
within this scope, it is measured in accordance with the appropriate IFRS. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Non-current assets held for sale
Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered principally through a sale transaction rather
than through continuing use. This condition is regarded as met only when the sale is highly probable and the asset (or disposal group) is available for
immediate sale in its present condition. Management must be committed to the sale which should be expected to qualify for recognition as a completed sale
within one year from the date of classification.
Non-current assets (and disposal groups) classified as held for sale are measured at the lower of the assets’ previous carrying amount and fair value less costs
to sell.
Property, plant and equipment and intangible assets are not depreciated or amortised once classified as held for sale.

Property, plant and equipment
Freehold land is shown at cost and is not depreciated. Property, plant and equipment is shown at cost less accumulated depreciation, and reduced by any
accumulated impairment losses.
Property cost includes professional fees. Depreciation of these assets, on the same basis as other property assets, commences when the assets are available
for their intended use.
Where expenditure incurred on property, plant and equipment will lead to future economic benefits accruing to the Group, these costs are capitalised. Repairs
and maintenance not meeting this criterion are expensed as and when incurred.
Depreciation is charged so as to write off the cost of assets, other than land, over their estimated useful lives, using the straight-line method, on the following
bases:
Buildings 50 years
Fixtures, fittings, plant, equipment and motor vehicles 4 to 15 years
Computer hardware 3 to 8 years
Leasehold improvements Shorter of lease period or useful life
Useful life and residual value is reviewed annually and the prospective depreciation is adjusted accordingly.
Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where shorter, over the term of the
relevant lease.
The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the carrying amount of the
asset and is recognised in the income statement.

Intangible assets
Trademarks and computer software are measured initially at purchased cost. Right of use assets are measured at cost, which is calculated based on the site
negotiation agreement. The cost of intangible assets acquired in a business combination is their fair value at the date of acquisition. Internally generated
intangibles assets are not capitalised but rather expensed in the income statement in the period in which the expenditure is incurred. Intangible assets are
measured at cost less accumulated amortisation, and reduced by any accumulated impairment losses.
The useful lives of intangible assets are assessed as either finite or indefinite. The Group has no intangible assets with indefinite useful lives other than
goodwill which is detailed separately.
For intangible assets with finite useful lives, amortisation is charged so as to write off the asset over the estimated useful life, using the straight-line method,
on the following basis:
Trademarks 10 years
Right of use 10 years
Computer software 3 to 8 years
Useful life is reviewed annually and the prospective amortisation is adjusted accordingly.

Impairment of non-financial assets
At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets (excluding goodwill) to determine whether there is any
indication that those assets may be impaired. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). Where it is not possible to estimate the recoverable amount for an individual asset, the recoverable amount is determined for the
cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.
The recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. In determining fair value less costs of disposal, recent market transactions are taken into account. If no such transactions can be identified, an
appropriate valuation model is used.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset (cashgenerating unit) is reduced to its recoverable amount. Impairment losses are recognised as an expense immediately in the income statement.
An assessment is made at each reporting date to determine whether there is an indication that previously recognised impairment losses no longer exist or
have decreased. If such indication exists, the Group estimates the asset’s or CGU’s recoverable amount. Where an impairment loss subsequently reverses, the
carrying amount of an asset (cash-generating unit) is increased to the revised estimate of its recoverable amount. This is done so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in the income statement.
Goodwill is tested annually for impairment as indicated above. However, impairment losses relating to goodwill cannot be reversed in future periods.

Revenue recognition
Revenue of the Group comprises net sales, royalties and franchise fees, investment income, finance charges, property rentals, management and administration
fees, commissions and fees, dividends, distribution income, income from insurance premium contributions and excludes value-added tax. Revenue is
recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured, regardless of when
payment is being made. Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for goods and
services provided in the normal course of business, net of discounts and sales-related taxes. The Group assesses its revenue arrangements against specific
criteria to determine if it is acting as principal or agent. The specific recognition criteria described below must also be met before revenue is recognised.

An assessment is made at each reporting date to determine whether there is an indication that previously recognised impairment losses no longer exist or
have decreased. If such indication exists, the Group estimates the asset’s or CGU’s recoverable amount. Where an impairment loss subsequently reverses, the
carrying amount of an asset (cash-generating unit) is increased to the revised estimate of its recoverable amount. This is done so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in the income statement.
Goodwill is tested annually for impairment as indicated above. However, impairment losses relating to goodwill cannot be reversed in future periods.

Revenue recognition
Revenue of the Group comprises net sales, royalties and franchise fees, investment income, finance charges, property rentals, management and administration
fees, commissions and fees, dividends, distribution income, income from insurance premium contributions and excludes value-added tax. Revenue is
recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured, regardless of when
payment is being made. Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for goods and
services provided in the normal course of business, net of discounts and sales-related taxes. The Group assesses its revenue arrangements against specific
criteria to determine if it is acting as principal or agent. The specific recognition criteria described below must also be met before revenue is recognised.
Sales of goods
Revenue is recognised when the significant risks and rewards of ownership have passed to the buyer, usually when the goods are delivered and title has
passed.
Rendering of services
Revenue is earned from delivering goods to customers and goods to stores and distribution centres. Revenue is recognised by reference to stage of
completion.
Interest income
Revenue is accrued on a time basis, by reference to the principal outstanding and the effective interest rate.
Dividend income
Revenue is recognised when the shareholders’ right to receive payment has been established, which is generally when shareholders approve the
dividend.
Other revenue is recognised on the accrual basis in accordance with the substance of the relevant agreements and measured at fair value of the
consideration receivable.

Leasing
The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at the inception date. The arrangement is
assessed for whether fulfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a right to use the asset
or assets, even if that right is not explicitly specified in an arrangement.
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee. All other
leases are classified as operating leases.
Assets held under finance leases are capitalised at their fair value at the inception of the lease or, if lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor, net of finance charges, is included in the statement of financial position as a finance lease obligation. Lease payments
are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are charged to income statement.
A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Group will obtain ownership by the end of the
lease term, the asset is depreciated over the shorter of the estimated useful life of the asset and the lease term.
Rentals payable under operating leases are charged to the income statement on a straight-line basis over the term of the relevant lease. Contingent rental
costs are expensed when incurred.

Foreign currencies
The individual financial statements of each Group entity are presented in the currency of the primary economic environment in which the entity operates (ie its
functional currency). For the purpose of the consolidated financial statements, the results and financial position of each entity are expressed in the functional
currency of the Group, which is the presentation currency for the consolidated financial statements (South African Rand).

unit credit method. Past service costs are recognised in profit or loss on the earlier of the date of the plan amendment or curtailment, and the date that the
Group recognises restructuring-related costs. Actuarial gains and losses are recognised in full in other comprehensive income in the period in which they occur
and are not recycled through profit or loss in subsequent periods.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Current income tax
The tax charge payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the income statement because it excludes items
of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates and tax laws that have been enacted or substantively enacted by the reporting date in the countries where the Group
operates and generates taxable income.
Current income tax relating to items recognised through other comprehensive income is also recognised through other comprehensive income and not in the
income statement. Where applicable tax regulations are subject to interpretation, management will raise the appropriate provisions.
Deferred tax
Deferred tax is accounted for using the liability method in respect of temporary differences arising between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised for all deductible temporary differences, and the
carry forward of unused tax credits and any unused tax losses to the extent that it is probable that taxable profit will be available against which these can be
utilised. Deferred tax assets and liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities, which affects neither the tax profit nor the accounting profit at the time of the transaction. Deferred tax
liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and interests in joint ventures, except where
the Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future. In
respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, deferred tax assets are
recognised only to the extent that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to be recovered. Unrecognised deferred tax assets are reassessed at each reporting date and are
recognised to the extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or the liability settled, using tax rates and tax laws
that have been enacted or substantively enacted by the reporting date. Deferred tax is recognised in the income statement, except when it relates to items
credited or charged to other comprehensive income or directly to equity, in which case the deferred tax is recognised in either other comprehensive income or
directly in equity.
Sales tax
Income, expenses, assets and liabilities are recognised net of the amount of sales tax, except when the sales tax is not recoverable from, or payable to, the
taxation authority, in which case it is recognised as part of the underlying item, or when receivables and payables are stated including sales tax. The net
amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the statement of financial position.
Any tax on capital gains is deferred if the proceeds of the sale of the assets are invested in similar assets, but the tax will ultimately become payable on sale of
that similar asset.

Inventories
Inventories, which consist of merchandise, are valued at the lower of cost and net realisable value. Cost is calculated on the weighted-average method. Net
realisable value represents the estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.
Rebates and discounts received as a reduction in the purchase price of inventories is deducted from the cost of those inventories. Rebates earned on the sale
of products based on advertising requirements are regarded as a reimbursement of costs already incurred in general (i.e. not linked to inventories) and is
deducted from cost of sales..

Financial instruments

Tr a n s a c t i o n s a n d b a l a n c e s

Financial assets and financial liabilities are recognised on the Group’s statement of financial position when the Group becomes a party to the contractual
provisions of the instrument.

Transactions denominated in foreign currencies are initially recorded at their functional currency spot rates on the dates of the transactions.

Financial assets

At each reporting date, monetary assets and liabilities that are denominated in foreign currencies are translated using functional currency spot rates on the
reporting date. Non-monetary items carried at fair value that are denominated in foreign currencies are translated using functional currency spot rates on the
date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
functional currency spot rates at the date of the initial transactions.

Financial assets are classified into the following specified categories:

Exchange differences arising on the settlement and translation of monetary items are included in the income statement for the period. Exchange differences
arising on the translation of non-monetary items carried at fair value are included in the income statement for the period. However, where fair value
adjustments of non-monetary items are recognised in other comprehensive income, exchange differences arising on the translation of these non-monetary
items are also recognised in other comprehensive income.
Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation and translated
at the spot rate on the reporting date.
G ro u p c o m p a n i e s
On consolidation, the assets and liabilities of the Group’s foreign operations (including comparatives) are translated at exchange rates prevailing on the
reporting date. Income and expense items are translated at exchange rates prevailing at the dates of the transactions where possible, or at the average
exchange rates for the period. Exchange differences are recognised in other comprehensive income and transferred to the Group’s foreign currency translation
reserve. Such translation differences are recycled in the income statement in the period in which the foreign operation is disposed of.

Fair value through profit or loss (FVTPL)
These include financial assets held for trading and financial assets designated upon initial recognition at fair value through profit or loss. Financial
assets are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives are covered
separately and have their own accounting policy ‘Derivative financial instruments and hedge accounting’.
Loans and receivables
These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Held-to-maturity investments
These are non-derivative financial assets with fixed or determinable payments and fixed maturities and the Group has the positive intention and ability
to hold them to maturity.
Available-for-sale investments
These include equity investments and debt securities. Equity investments classified as available for sale are those that are neither classified as held for
trading nor designated at fair value through profit or loss. Debt securities are those that are intended to be held for an indefinite period of time and that
may be sold for liquidity needs or in response to changes in market conditions. The Group holds no debt securities classified as available for sale.

Hyperinflation

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial recognition. All financial assets are initially
recognised at fair value plus transaction costs, except for financial assets recorded at fair value through profit or loss which are measured at fair value.

The financial statements (including comparatives) of foreign subsidiaries and associates that report in the currency of a hyperinflationary economy are
restated in terms of the measuring unit current at the reporting date before they are translated into the Group’s presentation currency, South African Rands.

Financial assets are subsequently measured according to their category classification:

Government grants
Government grants for staff training costs are recognised in the income statement over the periods necessary to match them with the related costs and are
deducted in reporting the related expense. Income is not recognised until there is reasonable assurance that the grants will be received.

Retirement benefit costs
Payments to defined contribution plans are charged as an expense as they fall due. There are no defined retirement benefit plans in the Group.

Post-retirement healthcare benefit
Post-retirement healthcare benefits are provided by certain Group companies to qualifying employees and pensioners. Contributions are made to a separately
administered fund. The healthcare benefit costs are determined through annual actuarial valuations by independent consulting actuaries using the projected
unit credit method. Past service costs are recognised in profit or loss on the earlier of the date of the plan amendment or curtailment, and the date that the
Group recognises restructuring-related costs. Actuarial gains and losses are recognised in full in other comprehensive income in the period in which they occur
and are not recycled through profit or loss in subsequent periods.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Current income tax
The tax charge payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the income statement because it excludes items
of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates and tax laws that have been enacted or substantively enacted by the reporting date in the countries where the Group
operates and generates taxable income.
Current income tax relating to items recognised through other comprehensive income is also recognised through other comprehensive income and not in the
income statement. Where applicable tax regulations are subject to interpretation, management will raise the appropriate provisions.

Fair value through profit or loss (FVTPL)
These are held at fair value and any adjustments to fair value are taken to the income statement. Listed investments are carried at market value, which
is calculated by reference to stock exchange quoted selling prices at the close of business on the reporting date.
Loans and receivables
These are held at amortised cost using the effective interest rate method less any impairment losses recognised to reflect irrecoverable amounts.
Amortised cost is calculated considering any discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate.
Amortisation is recognised in finance income in the income statement. Impairment losses on loans are recognised in finance costs and impairment
losses on receivables are recognised in ‘Other operating costs’ in the income statement.
Held-to-maturity investments
These are held at amortised cost using the effective interest rate method less any impairment losses recognised to reflect irrecoverable amounts.
Amortised cost is calculated considering any discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate.
Amortisation is recognised in finance income in the income statement. Impairment losses on loans are recognised in finance costs and impairment
losses on receivables are recognised in ‘Other operating costs’ in the income statement.
Available-for-sale investments
These are held at fair value and any adjustment to fair value is recognised as other comprehensive income as a non-distributable reserve until the
investment is derecognised, at which time the cumulative gain or loss is recognised in the income statement. Where the investment is determined to be
impaired, the cumulative gain or loss is reclassified to the income statement.
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market place (regular
way trades) are recognised on the trade date, which is the date that the Group commits to purchase or sell the asset.
Derecognition
A financial asset is derecognised when the rights to receive cash flows have expired or the Group has transferred its right to receive cash flows from the asset,
or has assumed an obligation to pay the received cash flows in full without material delay to the third party (where the Group has transferred the risk and
rewards of the asset or has transferred control of the asset).
Impairment

Available-for-sale investments
These are held at fair value and any adjustment to fair value is recognised as other comprehensive income as a non-distributable reserve until the
investment is derecognised, at which time the cumulative gain or loss is recognised in the income statement. Where the investment is determined to be
impaired, the cumulative gain or loss is reclassified to the income statement.

Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is negative.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the market place (regular
way trades) are recognised on the trade date, which is the date that the Group commits to purchase or sell the asset.

The effective portion of the changes in fair value of derivative financial instruments that are designated and qualify as cash flow hedges are recognised in
other comprehensive income in the hedging reserve. The gain or loss relating to the ineffective portion is recognised immediately in the income statement. If
the hedged firm commitment or forecast transaction results in the recognition of an asset or liability, then, at the time the asset or liability is recognised, the
associated gains or losses on the derivative that had previously been recognised in other comprehensive income are included in the initial measurement of the
asset or liability. All other amounts deferred in other comprehensive income are recognised in the income statement in the same period in which the hedged
firm commitment affects the income statement.

Derecognition

Changes in the fair value of derivative financial instruments that do not qualify as cash flow hedges are recognised in the income statement as they arise.

A financial asset is derecognised when the rights to receive cash flows have expired or the Group has transferred its right to receive cash flows from the asset,
or has assumed an obligation to pay the received cash flows in full without material delay to the third party (where the Group has transferred the risk and
rewards of the asset or has transferred control of the asset).

The hedge is de-designated as a cash flow hedge at the Shipped on Board date, and discontinued when the hedging instrument is sold, expired, terminated,
exercised, or no longer qualifies for hedge accounting. At the time, any cumulative gain or loss on the hedging instrument recognised in other comprehensive
income is retained in equity until the forecast transaction is recognised in the income statement. If a hedged transaction is no longer expected to occur, the net
cumulative gain or loss recognised in other comprehensive income is transferred to the income statement.

Impairment
At each reporting date, the Group reviews whether there is any objective evidence that a financial asset may be impaired as a result of one or more events that
have occurred since the initial recognition of the asset and that loss event has an impact on the estimated future cash flows of the financial asset. Where
objective evidence exists an impairment loss is calculated.
Financial assets carried at amortised cost
The impairment loss is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows. The
discount rate is the original effective interest rate and where a loan has a variable interest rate, the discount rate is the current effective interest rate.
Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to the restriction that the carrying amount of the investment at the date the impairment is
reversed shall not exceed what the amortised cost would have been had the impairment not been recognised. The recovery is credited to the income
statement.
Available-for-sale investment
The impairment loss is measured as the difference between the acquisition cost and the current fair value, less any impairment loss previously
recognised. Impairment losses on equity investments are not reversed through the income statement; increases in fair value of the instrument that can
be objectively related to an event occurring after the recognition of the impairment, are recognised directly in other comprehensive income.
Effective interest rate method
This is a method of calculating the amortised cost of a financial asset and of allocating interest income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset, or, where appropriate, a shorter period.
Income is recognised on an effective interest basis for debt instruments other than those financial assets designated as ‘at fair value through profit or loss’.
Financial liabilities and equity
Financial liabilities are classified according to the substance of the contractual arrangements entered into and the definitions of a financial liability and an
equity instrument. An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its liabilities.
Financial liabilities are classified into the following specified categories:
Fair value through profit or loss (FVTPL)
These include financial liabilities held for trading and financial liabilities designated upon initial recognition at fair value through profit or loss. Financial
liabilities are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives are covered
separately and have their own accounting policy ‘Derivative financial instruments and hedge accounting’.
Liabilities at amortised cost
These are non-derivative financial liabilities with fixed or determinable payments that are not quoted in an active market.
The classification depends on the nature and purpose of the financial liabilities and is determined at the time of initial recognition. All financial liabilities are
initially recognised at fair value and, in the case of liabilities at amortised cost, net of directly attributable transaction costs.
Financial liabilities are subsequently measured according to their category classification:
Fair value through profit or loss (FVTPL)
Fair value gains and losses on liabilities at fair value through profit or loss are recognised in the income statement.
Liabilities at amortised cost
These are held at amortised cost using the effective interest rate method. Amortised cost is calculated considering any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate. Amortisation costs are recognised in finance costs in the income
statement.

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires. Gains are recognised in the income statement
when the liability is derecognised. When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability is substantially modified, such an exchange or modification is treated as the derecognition of the original liability and the recognition of a
new liability. The difference in the respective carrying amounts is recognised in the income statement.
Fair value of financial instruments
The fair values of listed investments are calculated by reference to stock exchange quoted selling prices at the close of business on the reporting date, without
any deduction for transaction costs. For financial instruments not traded in an active market, the fair value is determined using the appropriate valuation
techniques which include:
Using recent arm’s length market transactions
Reference to the current fair value of another instrument that is substantially the same
A discounted cash flow analysis or other valuation models

Derivative financial instruments and hedge accounting
The Group’s activities expose it primarily to the financial risks of changes in foreign exchange rates and interest rates.
The Group uses foreign exchange forward contracts to hedge its exposure to foreign currency fluctuations relating to certain firm trading commitments. The
use of financial derivatives is governed by the Group’s policies approved by the Board, which provide written principles on the use of financial derivatives
consistent with the Group’s risk management strategy. At the inception of a hedge relationship, the Group formally designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting. The documentation includes identification of the hedging instrument, the hedged item or
transaction, the nature of the risk being hedged and how the entity will assess the effectiveness of changes in the hedging instrument’s fair value in offsetting
the exposure to changes in the cash flows attributable to the hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes in
cash flows and are assessed on an ongoing basis to determine that they have been highly effective throughout the financial reporting periods for which they
were designated. The Group does not trade in derivative financial instruments for speculative purposes.
Derivative financial instruments are initially measured at fair value on the contract date, and are re-measured to fair value at subsequent reporting dates.
Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is negative.
The effective portion of the changes in fair value of derivative financial instruments that are designated and qualify as cash flow hedges are recognised in
other comprehensive income in the hedging reserve. The gain or loss relating to the ineffective portion is recognised immediately in the income statement. If
the hedged firm commitment or forecast transaction results in the recognition of an asset or liability, then, at the time the asset or liability is recognised, the
associated gains or losses on the derivative that had previously been recognised in other comprehensive income are included in the initial measurement of the
asset or liability. All other amounts deferred in other comprehensive income are recognised in the income statement in the same period in which the hedged
firm commitment affects the income statement.
Changes in the fair value of derivative financial instruments that do not qualify as cash flow hedges are recognised in the income statement as they arise.
The hedge is de-designated as a cash flow hedge at the Shipped on Board date, and discontinued when the hedging instrument is sold, expired, terminated,
exercised, or no longer qualifies for hedge accounting. At the time, any cumulative gain or loss on the hedging instrument recognised in other comprehensive
income is retained in equity until the forecast transaction is recognised in the income statement. If a hedged transaction is no longer expected to occur, the net
cumulative gain or loss recognised in other comprehensive income is transferred to the income statement.
The Group does not hold any fair value hedges or hedges of a net investment in a foreign operation.

Cash and cash equivalents

The Group does not hold any fair value hedges or hedges of a net investment in a foreign operation.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, deposits held on call with banks and investments in money-market instruments that are readily convertible
to a known amount of cash and are subject to an insignificant risk of change in value.

Treasury shares
Own equity instruments that are reacquired are recognised at cost and deduced from equity. No gain or loss is recognised in the income statement on the
purchase, sale, issue or cancellation of the Group’s own equity instruments. Voting rights related to treasury shares are nullified for the Group and no dividends
are allocated to them. Share options exercised during the reporting period are satisfied with treasury shares, and where required, shares purchased in the
market. Any difference between the exercise price and the market price is recognised as a gain or loss in the statement of changes in equity.

Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is probable that the Group will be required
to settle that obligation and a reliable estimate can be made of the amount of the obligation. Provisions are measured at management’s best estimate of the
expenditure required to settle the obligation at the reporting date, and are discounted to present value where the effect is material.

Share-based payments
The Group issues equity-settled share-based payments to employees who are beneficiaries of the various Group share schemes. Equity-settled share-based
payments are measured at fair value (excluding the effect of non-market-based vesting conditions) at the date of grant. The fair value determined at the grant
date of the equity-settled share-based payments is expensed in the income statement on a straight-line basis over the vesting period with a corresponding
increase in other capital reserves in equity, based on the Group’s estimate of shares that will eventually vest and adjusted for the effect of non-market-based
vesting conditions. The cumulative expense recognised at each reporting date until the vesting date reflects the extent to which the vesting period has expired
and the Group’s best estimate of the number of equity instruments that will ultimately vest.
Fair value is measured by use of a binomial model. The expected life used in the model has been adjusted, based on management’s best estimate, for the
effects of non-transferability, exercise restrictions, and behavioural considerations.

Borrowing costs
All borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset form part of the cost of that asset. All other
borrowing costs are recognised as an expense in the income statement in the period in which they are incurred. Borrowing costs consist of interest and other
costs that the company incurs in connection with the borrowing of funds.
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The amendment clarified that an entity may apply IFRS 1
First-time Adoption of IFRS more than once under certain
circumstances. The amendment clarified that an entity can
choose to adopt IAS 23 Borrowing costs, either from its date of
transition or from an earlier date. The consequential amendment
(as a result of the amendment to IAS 1 Presentation of Financial
Statements discussed below) clarified that a first-time adopter
should provide the supporting notes for all statements
presented. This amendment had no financial or disclosure
impact on the Group's results.

A
Am
meennddm
meennttss ttoo ttrraannssiittiioonnaall
gguuiiddaannccee

The amendment clarified that the date of initial application is the
first day of the annual period in which IFRS 10 Consolidated
Financial Statements is adopted. Entities adopting IFRS 10
Consolidated Financial Statements should assess control at the
date of initial application; the treatment of comparative figures
depends on this assessment. The amendment also requires
certain comparative disclosures under IFRS 12 Disclosure of
Interests in Other Entities upon transition. This amendment had
no financial or disclosure impact on the Group's results.

O
Orriiggiinnaall iissssuuee

This standard replaces the consolidation requirements in SIC12
Consolidation – Special Purpose Entities and IAS 27
Consolidated and Separate Financial Statements. This standard
builds on the existing principles by identifying the concept of
control as the determining factor in whether an entity should be
included within the consolidated financial statements of the
parent company and provides additional guidance to assist in
the determination of control where this is difficult to assess.
IFRS 10 Consolidated Financial Statements does not change the
consolidation process; rather it changes whether an entity is
consolidated by revising the definition of control. The revised
definition of control requires consideration of aspects such as
de-facto control, substantive versus protective rights, agency
relationships, silo accounting and structured entities when
evaluating whether or not an entity is controlled by the investor.
This standard had a financial and disclosure impact on the
Group's results and is covered in more detail in note 15.
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gguuiiddaannccee

The amendment clarified that the date of initial application is the
first day of the annual period in which IFRS 11 Joint
Arrangements is adopted. Entities adopting IFRS 11 Joint
Arrangements should assess joint control at the date of initial
application; the treatment of comparative figures depends on
this assessment. The amendment also requires certain
comparative disclosures under IFRS 12 Disclosure of Interests in
Other Entities upon transition. This amendment had no financial
or disclosure impact on the Group's results.

O
Orriiggiinnaall iissssuuee

IFRS 11 Joint Arrangements replaces IAS 31 Interests in Joint
Ventures and SIC 13 Jointly Controlled Entities and refers to
IFRS 10 Consolidated Financial Statements revised definition of
'control' when referring to 'joint control'. Under IFRS 11 Joint
Arrangements a joint arrangement is accounted for as either a:
joint operation – by showing the investor's interest/
relative interest in the assets, liabilities, revenues and
expenses of the joint arrangement; or
joint venture – by applying the equity accounting
method. Proportionate consolidation is no longer
permitted. Under IFRS 11 Joint Arrangements the
structure of the joint arrangement is not the only factor
considered when classifying the joint arrangement as
either a joint operation or joint venture. This standard
had no financial or disclosure impact on the Group's
results.
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gguuiiddaannccee

The amendment clarified that the date of initial application is the
first day of the annual period in which IFRS 10 Consolidated
Financial Statements is adopted. Entities adopting IFRS 10
Consolidated Financial Statements should assess control at the
date of initial application; the treatment of comparative figures
depends on this assessment. The amendment also requires
certain comparative disclosures under IFRS 12 Disclosure of
Interests in Other Entities upon transition. This amendment had
no financial or disclosure impact on the Group's results.

O
Orriiggiinnaall iissssuuee

IFRS 12 Disclosure of Interests in Other Entities is a
comprehensive standard on disclosure requirements for all
forms of interests in other entities, including subsidiaries, joint
arrangements, associates and special purpose vehicles. IFRS 12
Disclosure of Interests in Other Entities requires sufficient
transparency to enable users of financial statements to evaluate
the nature of, and risks associated with its interests in other
entities and the effects of those interests on its financial
position, financial performance and cash flows. This standard
has resulted in additional disclosure for the Group – refer to note
36.

O
Orriiggiinnaall iissssuuee

This standard provides guidance on fair value measurement and
provides additional disclosure requirements. This standard had a
limited financial impact on the Group's results. Currently the
Group has extensive financial instrument disclosure and as such
this standard had a limited impact on disclosure as well. Refer to
note 38 for the revised disclosures.
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The IASB clarified in the Basis of Conclusions that short term
receivables and payables with no stated interest rates can be
held at invoice amounts when the effect of discounting is
immaterial. This amendment is effective immediately and was
adopted by the Group in this year’s annual financial statements
as part of the IFRS 13 first-time adoption.
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ooffffsseettttiinngg ooff aasssseettss aanndd
lliiaabbiilliittiieess

The IASB has published an amendment to IFRS 7 Financial
instruments: Disclosures, reflecting the joint requirements with
the FASB to enhance current offsetting disclosures. These new
disclosures are intended to facilitate comparison between those
entities that prepare IFRS financial statements to those that
prepare financial statements in accordance with US GAAP. This
amendment had no financial or disclosure impact on the Group's
results.

2. TECHNICAL REVIEW
Massmart first adopted International Financial Reporting Standards (IFRS) with effect from 1 July 2005. Subsequent amendments have been made to the
standards, resulting in revised issues. All these amendments have been complied with in line with the transitional provisions of the relevant standards.

IIFFR
RS
S 1100 C
Coonnssoolliiddaatteedd FFiinnaanncciiaall S
Sttaatteem
meennttss

Standards or Interpretations that became effective in the current period
S t a n d a rd / I n t e r p re t a t i o n
P ro n o u n c e m e n t

Description
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The amendment clarified that:
Comparative information in respect of the previous
period (the required comparative information) forms
part of a complete set of financial statements; and
The required comparative information includes
comparatives for all amounts presented in the current
period. An entity may present additional comparative
information for periods before the required comparative
period, as long as it is prepared in accordance with IFRS.
All accompanying notes and disclosures must be
provided. This amendment had no financial or
disclosure impact on the Group's results.
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The amendment clarified that:
Servicing equipment is Property, Plant and Equipment
(PP&E) when used for more than one period; otherwise it
should be classified as inventory.
The amendment deletes the requirement that spare
parts and servicing equipment used only in connection
with an item of PP&E should be classified as PP&E. This
amendment had no financial or disclosure impact on the
Group's results.
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This revised standard was amended in June 2011 resulting from
the post-employment benefits and termination benefits projects.
A significant amendment was the removal of the corridor
approach for recognising actuarial gains and losses, requiring
full recognition of surpluses and deficits in OCI. The Group
recognised the full actuarial gain and loss regarding its
Post-Retirement Healthcare in profit or loss. With effect of this
set of financial statements, the actuarial gain or loss has been
recognised in OCI and the required disclosure has been
presented accordingly. Refer to note 24. An additional
amendment relates to the distinction between short-term and
other long term benefits. This distinction will be based on the
expected timing of settlement rather than the employee's
entitlement to the benefits and had an impact on the manner in
which leave pay and similar liabilities are currently classified and
accounted for. However, for the Group this amendment has had
no financial or disclosure impact on the Group's results.

O
Orriiggiinnaall iissssuuee

This standard was amended to take into account the changes
required due to the introduction of IFRS 10 Consolidated
Financial Statements. IAS 27 Separate Financial Statements, as
revised, is limited to the accounting for investments in
subsidiaries, joint ventures and associates in the separate
financial statements of the investor. This standard had no
financial or disclosure impact on the Group's results.

O
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IIFFR
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Otthheerr EEnnttiittiieess

This was a consequential revision due to the issue of IFRS 10
Consolidated Financial Statements and IFRS 11 Joint
Arrangements. The revised standard caters for joint ventures
(now accounted for by applying the equity accounting method)
in addition to prescribing the accounting for investments in
associates. This standard had no financial or disclosure impact
on the Group's results as the Group has no associates or joint
ventures.
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The amendment clarified the treatment of income tax relating to
distributions and transaction costs. The amendment clarified
that the treatment was in accordance with IAS 12 Income Taxes.
Income tax related to distributions is recognised in the income
statement, and income tax related to the costs of equity
transactions is recognised in equity. This amendment had no
financial or disclosure impact on the Group's results.

IIA
AS
S 3344 IInntteerriim
m FFiinnaanncciiaall R
Reeppoorrttiinngg

A
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meennddm
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meennttss
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m
rreeppoorrttiinngg ooff sseeggm
meenntt aasssseettss))

The amendment aligns the disclosure requirements in IAS 34
Interim Financial Reporting with those of IFRS 8 Operating
Segments. The amendment clarified that total assets for a
particular reportable segment need only be disclosed when both:
The amounts are regularly provided to the chief
operating decision maker; and
There has been a material change in the total assets for
that segment from the amount disclosed in the last
annual financial statements. This amendment had no
financial or disclosure impact on the Group's results.

IIFFR
RS
S 1133 FFaaiirr V
Vaalluuee M
Meeaassuurreem
meenntt

IIFFR
RS
S 11 FFiirrsstt--ttiim
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R
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A
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w--m
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ooff iinntteerreesstt w
whheenn ttrraannssiittiioonniinngg
ttoo IIFFR
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Sss

The amendments dealing with loans received from governments
at a below market rate of interest, give first-time adopters of
IFRSs relief from full retrospective application of IFRSs when
accounting for these loans on transition. This is the same relief
that was given to existing preparers of IFRS financial
statements. This amendment had no financial or disclosure
impact on the Group's results.

IIFFR
RS
S 77 FFiinnaanncciiaall IInnssttrruum
meennttss:: D
Diisscclloossuurreess
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A
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R
Reeiissssuuee ttoo iinncclluuddee
rreeqquuiirreem
meennttss ffoorr tthhee
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m
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lliiaabbiilliittiieess aanndd iinnccoorrppoorraattee
eexxiissttiinngg ddeerreeccooggnniittiioonn
rreeqquuiirreem
meennttss

The amendments published in October 2010 incorporate the
existing derecognition principles of IAS 39 Financial
Instruments: Recognition and Measurement directly into IFRS 9
Financial instruments and provides guidance for financial
liabilities. For liabilities designated at fair value through profit
and loss, the change in the fair value of the liability attributable
to changes in credit risk is presented in OCI. The remainder of
the change in fair value is presented in profit and loss. All other
classification and measurement requirements in IAS 39
Financial Instruments: Recognition and Measurement have been
carried forward into IFRS 9 Financial instruments.Phase one is
effective for year-ends beginning on or after 1 January 2015,
which is the Group’s December 2015 year-end. These
amendments are not expected to have any financial impact on
the Group’s results, however there will be disclosure changes.
The second and third phases of the project will deal with the
impairment of financial instruments and hedge accounting,
respectively.

H
Heeddggee A
Accccoouunnttiinngg
R
Reeqquuiirreem
meennttss

The IASB issued a new version of IFRS 9 Financial Instruments
(Hedge Accounting and amendments to IFRS 9, IFRS 7, and IAS
39) which includes the new hedge accounting requirements and
some related amendments to IAS 39. There is no mandatory
effective date for IFRS 9 (2013). The entity has not elected the
option of applying this amendment now. The impact on the
Group’s financial results will be determined once an effective
date has been set by the IASB.

IIFFR
RIIC
C 2211

LLeevviieess

IFRIC 21 Levies provides guidance on when to recognise a
liability for a levy imposed by a government, both for levies that
are accounted for in accordance with IAS 37 Provisions,
Contingent Liabilities and Contingent Assets and those where
the timing and amount of the levy is certain. The Interpretation
covers the accounting for outflows imposed on entities by
governments (including government agencies and similar
bodies) in accordance with laws and/or regulations. However, it
does not include income taxes, fines and other penalties,
liabilities arising from emissions trading schemes and outflows
within the scope of other Standards. The Interpretation does not
supersede IFRIC 6 Liabilities arising from Participating in a
Specific Market — Waste Electrical and Electronic Equipment,
which remains in force and is consistent with IFRIC 21 Levies. .
This interpretation becomes effective for year-ends beginning on
or after 1 January 2014 which is the Group’s December 2014
year-end. This interpretation is not expected to have any
financial or disclosure impact on the Group’s results.

IIA
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The narrow-scope amendments apply to contributions from
employees or third parties to defined benefit plans. The objective
of the amendments is to simplify the accounting for
contributions that are independent of the number of years of
employee service. The amendments are effective for annual
periods beginning on or after 1 July 2014 which is the Group’s
2014 year-end. This amendment is not expected to have any
financial or disclosure impact on the Group’s results.

IIFFR
RS
S 22 S
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Performance condition and service condition are defined in order
to clarify various issues, including the following:
A performance condition must contain a service
condition
A performance target must be met while the
counterparty is rendering service
A performance target may relate to the operations or
activities of an entity, or to those of another entity in the
same group
A performance condition may be a market or non-market
condition
If the counterparty, regardless of the reason, ceases to
provide service during the vesting period, the service
condition is not satisfied.

The amendment relates to the disclosure in respect of fair value
less costs of disposal. The amendment is intended to clarify the
IASB’s original intentions when amendments were made to IAS
36 Impairment of Assets as a result of the issuance of IFRS 13
Fair Value Measurement. The amendment also requires
additional information about the fair value measurement of
impaired assets when the recoverable amount is based on fair
value less costs of disposal and the discount rates that have
been used when calculating the recoverable amount. This
amendment becomes effective for year-ends beginning on or
after 1 January 2014, however the Group has early adopted this
amendment in the December 2013 financial statements. The
impact of early adopting this amendment is the reduced
disclosure necessary for recoverable amounts used in
impairment assessments.

Standards or Interpretations issued but not yet effective
At the date of authorisation of these financial statements, the following relevant standards were in issue but not yet effective. The Group has elected not to
early adopt any of these standards.

S t a n d a rd / I n t e r p re t a t i o n
P ro n o u n c e m e n t

Description

IIA
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Seeppaarraattee FFiinnaanncciiaall S
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A
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meennttss ffoorr iinnvveessttm
meenntt
eennttiittiieess

The amendment is effective for annual periods beginning on or
after 1 January 2014 which is the Group’s December 2014
year-end. The investment entities amendments apply to
investments in subsidiaries, joint ventures and associates held
by a reporting entity that meets the definition of an investment
entity. The exception to consolidation requires investment
entities to account for subsidiaries at fair value through profit or
loss in accordance with IFRS 9 Financial Instruments (or IAS 39
Financial Instruments: Recognition and Measurement, as
applicable), except for investments in subsidiaries, associates
and joint ventures that provide services that relate only to the
investment entity, which must be consolidated or accounted for
using the equity method. This amendment is not expected to
have any financial or disclosure impact on the Group’s results.

IIA
AS
S 3322 FFiinnaanncciiaall IInnssttrruum
meennttss:: P
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A
Am
meennddm
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ooffffsseettttiinngg ooff aasssseettss aanndd
lliiaabbiilliittiieess

The amendment clarifies the meaning of the entity currently
having a legally enforceable right to set off financial assets and
financial liabilities as well as the application of IAS 32 Financial
Instruments: Presentation offsetting criteria to settlement
systems. This amendment becomes effective for year-ends
beginning on or after 1 January 2014 which is the Group’s
December 2014 year-end. This amendment is not expected to
have any financial or disclosure impact on the Group’s results.

IIA
AS
S 3399 FFiinnaanncciiaall IInnssttrruum
meennttss:: R
Reeccooggnniittiioonn aanndd
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meenntt

A
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ddeerriivvaattiivveess

The IASB amended IAS 39 Financial Instruments: Recognition
and Measurement to provide relief from discontinuing hedge
accounting when novation of a derivative designated as a
hedging instrument meets certain criteria. Novation indicates
that parties to a contract agree to replace their original
counterparty with a new one. This amendment becomes
effective for year-ends beginning on or after 1 January 2014
which is the Group’s December 2014 year-end. This amendment
is not expected to have any financial or disclosure impact on the
Group’s results as novations don’t normally occur for
Massmart’s derivatives.

IIFFR
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The IASB has published an amendment to IFRS 9 Financial
instruments, which delays the effective date to annual periods
beginning on or after 1 January 2015 which is the Group’s
December 2015 year-end. The original effective date was for
annual periods beginning on or after from 1 January 2013. This
amendment is a result of the board extending its timeline for
completing the remaining phases of its project to replace IAS 39
Financial Instruments: Recognition and Measurement beyond
June 2011, as well as the delay in the insurance project. The
amendment confirms the importance of allowing entities to
apply the requirements of all the phases of the project to replace
IAS 39 Financial Instruments: Recognition and Measurement at
the same time. The requirement to restate comparatives and the
disclosures required on transition have also been modified. This
amendment is not expected to have any financial or disclosure
impact on the Group’s results.This amendment has
subsequently become irrelevant as the effective date of IFRS 9
has been removed.

IIFFR
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This amendment is effective from 1 July 2014. The new
definitions will be assessed by the Group in order to determine
the impact on the results of the Group.
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Contingent consideration that is not classified as equity is
subsequently measured at fair value through profit and loss
whether or not it falls within the scope of IFRS 9 Financial
Instruments. The amendment becomes effective on 1 July
2014.This amendment may impact future Business
Combinations of the Group.
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Operating Segments may be combined/aggregated if they are
consistent with the core principle of the standard, if the
segments have similar economic characteristics and if they are
similar in other qualitative aspects. If they are combined the
entity must disclose the economic characteristics used to
assess the segments as ‘similar’.The amendment becomes
effective on 1 July 2014.The impact of this amendment is still
being considered by the Group.
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This disclosure is only required if the reconciliation is reported to
the chief operating decision maker, similar to the disclosure for
segment liabilities. This disclosure is already provided by the
Group.The amendment becomes effective on 1 July 2014.
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The amendment clarifies that a management entity – an entity
that provides key management personnel services – is a related
party subject to the related party disclosures. In addition, an
entity that uses a management entity is required to disclose
expenses incurred for management services. Even though an
entity incurs key management personnel expenses, detailed key
management personnel compensation disclosures do not apply
if the individual is part of a separate management entity. The
amendment becomes effective on 1 July 2014 and the impact of
this amendment is still being considered by the Group.

IIFFR
RS
S 1144

R
Raattee rreegguullaatteedd eennttiittiieess

IFRS 14 allows rate-regulated entities to continue recognising
regulatory deferral accounts in connection with their first-time
adoption of IFRS. The standard is effective for annujal periods
beginning on or after 1 January 2016.Existing IFRS preparers are
prohibited from adopting this standard and thus this will have no
impact on the Group.

The mandatory effective date for IFRS 9 Financial instruments
has been deferred to 1 January 2015 which is the Group’s
December 2015 year-end. Amendments to IFRS 7 Financial
instruments: Disclosures depend on when IFRS 9 Financial
instruments is adopted and affect the extent of comparative
information required to be disclosed. This amendment is not
expected to have any financial or disclosure impact on the
Group’s results.This amendment has subsequently become
irrelevant as the effective date of IFRS 9 has been removed.
This is the first phase of the IASB’s project to replace IAS 39
Financial Instruments: Recognition and Measurement in its
entirety, and addresses the classification and measurement of
financial instruments. All financial assets are initially measured
at fair value. IFRS 9 Financial instruments introduces a ‘business
model test’ and the ‘characteristics of financial asset test’ and
subsequent measurement of debt instruments is only at
amortised cost if the instrument meets these tests. All other
debt instruments are subsequently measured at fair value. An
entity also has the option to designate a financial asset at fair
value through profit or loss in certain circumstances. All equity
investments are subsequently measured at fair value either
through OCI or profit and loss. Embedded derivatives contained
in non-derivative host contracts are not separately recognised,
unless the hybrid contract qualifies for amortised cost
accounting, and the entire instrument is subsequently
recognised at fair value through profit and loss.Phase one is
effective for year-ends beginning on or after 1 January 2015,
which is the Group’s December 2015 year-end. These
amendments are not expected to have any financial impact on
the Group’s results, however there will be disclosure changes.
The second and third phases of the project will deal with the
impairment of financial instruments and hedge accounting,
respectively.
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3. ACQUISITION OF SUBSIDIARIES

4. TAXATION

Subsidiaries acquired
Purchasing
division

Principal
activity

Date of
acquisition

Control
acquired
(%)

December 2013
Capensis Investments 241 (Pty) Ltd

Masswarehouse

Property Company

25 January 2013

100

Massmart acquired control of Capensis (Pty) Ltd which houses seven Makro stores that had previously been lease-held. The acquisition was accounted for as an asset acquisition.

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

6.5
(2.1)

0.2
0.1

0.3

0.2

4.7

0.5

December 2013

December 2012

%

%

Current year
S
Soouutthh A
Affrriiccaann nnoorrm
maall ttaaxxaattiioonn
Current taxation
Deferred taxation
Withholding taxation1

Total
1

December 2012
Masscash (Pty) Ltd T/A Upington Cash and Carry
Masscash (Pty) Ltd T/A Super Bloemfontein Cash and Carry
Masscash (Pty) Ltd T/A Kimberly Cash and Carry

Masscash
Masscash
Masscash

Wholesale Cash and Carry
Wholesale Cash and Carry
Wholesale Cash and Carry

27 August 2012
3 August 2012
16 November 2012

100
100
100

Masscash (Pty) Ltd T/A Sydenham Liquors Cash and Carry
Cambridge Food (Pty) Ltd T/A Temba

Masscash
Masscash

Wholesale Cash and Carry
Retail Cash and Carry

1 November 2012
28 June 2012

100
100

The acquisitions listed above for 2012 were for the purchase of business assets and not the entity’s shares. The business assets acquired were transferred into the purchasing entity
above.
These acquisitions increased the Group’s store profile by four stores.

The withholdings tax relates to interest and dividends on foreign controlled entities.

The rate of taxation is reconciled as follows:
Standard corporate taxation rate
Exempt income
Disallowable expenditure
Withholding taxation

28.0

28.0

(27.8)
0.1
-

(28.2)
0.2
0.1

0.3

0.1

Effective rate

Fair value analysis of the assets and liabilities acquired
The net fair value of the assets acquired and liabilities assumed during the year was R1 345.3 million (December 2012: R22.8 million) on the date of acquisition.

Net cash outflow on acquisition
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

Total purchase price
Less: Cash and cash equivalents of subsidiary

(577.4)
0.2

(56.9)
-

Net cash position for the Group

(577.2)

(56.9)

NOTES TO THE ANNUAL GROUP FINANCIAL STATEMENTS 1-8
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5. IMPAIRMENT OF ASSETS

The cash outflow of R577.2 million relates to a 50.1% share in Capensis Investments (Pty) Ltd. The ‘bare dominium’ investment reflected in the prior financial year was Massmart’s right
to acquire a 49.9% share in Capensis Investments 241 (Pty) Ltd, which was exercised in the current financial year. Additional information can be found in note 15.
The net cash outflow as reflected above for December 2012 can be found in note 37.8.
A liability was raised on the asset acquisition in the current financial year for R10.5 million. The entire liability raised is short-term in nature and can be found in note 26. There were no
liabilities raised on the business acquisitions in the prior financial year.

Goodwill arising on acquisition
No goodwill arose in the current financial year. The only acquisition of Capensis (Pty) Ltd fell outside the scope of a business combination (December 2012: R38.4 million).
Goodwill was recognised in the prior financial year on all the acquisitions listed above. Additional information can be found in note 13.

Leasehold improvements
Fixtures, fittings, plant and equipment
Goodwill

Notes

December 2013
53 weeks
Rm

12
12

4.4
10.9

13

26.3
41.6

December 2012
26 weeks
Rm
5.4
5.4

The impairment of assets in the current financial year relates to the impairment of leasehold improvements, fixture, fittings, plant and equipment and goodwill in Masscash due to the
closure of a store. Additional information can be found in note 13.
The impairment of assets in the prior financial year relates to the impairment of leasehold improvements in Masscash.
For those assets impaired to their fair values less costs of disposal, fair value has been assessed as the highest and best use as no market or other factors suggest that a different use
by market participants would maximise the value of the asset.
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6. OPERATING PROFIT

7. FOREIGN EXCHANGE GAINS AND LOSSES
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

95.4
7.6

147.4
3.6

330.2

Buildings
Fixtures, fittings, plant and equipment
Computer hardware
Leasehold improvements
Motor vehicles
Computer software
Right of use

25.8
423.4
67.5
49.3
34.0
98.5
4.8

6.5
202.2
38.4
26.7
15.5
37.9
2.8

0.4

0.2

27.4

12.4

2.0
5.4

1.0
2.4

Computer hardware
Motor vehicles

5.7
14.3

4.1
4.9

Foreign exchange loss

27.6

224.1

Share-based payment expense:

126.3

39.9

Massmart Holdings Limited Employee Share Trust (note 22)

109.0
17.3

30.0
1.8
8.1

Massmart Thuthukani Empowerment Trust (note 22)
Massmart Black Scarce Skills Trust (note 22)

Operating lease charges:

1,772.0

788.2

Land and buildings

1,668.2

736.2

Plant and equipment
Computer hardware
Motor vehicles

67.1
1.4
35.3

31.3
0.7
20.0

Loss on disposal of tangible and intangible assets

21.3

9.8

Walmart transaction, integration and related costs:

-

205.2

Share-based payment charge
Supplier Development Fund

-

28.6
140.0

Integration and related costs

-

36.6

Fees:

117.3

48.4

Administrative and outsourcing services

86.6

39.9

Consulting

30.7

8.5

Auditors’ remuneration:

20.6

12.7

Current year fee
Prior year under/(over) provision

20.3
0.3

12.9
(0.2)

7.7

1.4

Professional fees

22.3
(27.6)

1.0
5.8

67.8

(76.7)

Includes foreign exchange gain/(loss) arising from the translation of other small monetary loan balances as described in the explanation below.

703.7

Depreciation and amortisation (leased assets):

(82.8)
(0.7)

1

Depreciation and amortisation (owned assets):

Buildings
Fixtures, fittings, plant and equipment

73.1
-

Foreign exchange (loss)/gain arising from the translation of foreign creditors

Charges to operating profit include:

Trademarks

December 2012
26 weeks
Rm

Foreign exchange gain/(loss) arising from loans to African operations1
Foreign exchange loss arising from hedges
Foreign exchange gain arising from an investment in a trading and logistics structure (note 15)

Credits to operating profit include:
Foreign exchange profit
Profit on disposal of tangible and intangible assets

December 2013
53 weeks
Rm

The Group was exposed to the following currencies for the period under review and their year-end exchange rates were:
Spot rate

Spot rate

Spot rate

Currency

June 2012

December 2012

December 2013

US Dollar
Pound Sterling
Euro
Botswana Pula
Ghanaian New Cedi

8.4049
13.1009
10.5201
1.0854
4.3563

8.5878
13.8878
11.2948
1.0993
4.5238

10.5372
17.3686
14.4703
1.2012
4.4177

Malawian Kwacha
Mozambican New Metical
Nigerian Naira

0.0311
0.3037
0.0517

0.0259
0.2906
0.0546

0.0255
0.3508
0.0653

Tanzanian Shilling
Uganda Shilling
Zambian New Kwacha

0.0053
0.0034
1.6000

0.0054
0.0032
1.7000

0.0066
0.0042
1.8966

Country
United States
United Kingdom
European Union
Botswana
Ghana
Malawi
Mozambique
Nigeria
Tanzania
Uganda
Zambia2
2

Source: Oanda Currency converter
The Bank of Zambia rebased the Kwacha, effective from 1 January 2013. The Zambian New Kwacha was rebased at a rate of one New Kwacha to a thousand old Kwacha. Prior period
comparatives have been adjusted accordingly to allow for comparability.
The Group also operates in Lesotho, Nambia and Swaziland. As the Lesotho Loti, the Namibian Dollar and Swazi Lilangeni are pegged to the Rand on a 1:1 basis, there is no exposure to
those currencies and thus they have not been included in the table above.

Foreign exchange gain/(loss) arising from loans to African operations
In Massdiscounters, Massbuild and Masscash a loan has been provided to African operations as start up capital and then maintained as a working capital loan. This loan attracts foreign
exchange gains/(losses) when it is translated into the functional currency of that entity at year-end. Where the operation holds other monetary balances not in its functional currency,
that balance will also attract foreign exchange gains/(losses) when translated at year-end. These balances are not material and have been ignored in the explanation below.
The graph below indicates the appreciation (rise in line) or depreciation (fall in line) of each currency to the Rand in the previous financial year.
In May 2012, the Malawian Kwacha devalued by 50%. The Malawian Kwacha continued to devalue against the Rand in the previous financial year. This devaluation along with the
devaluation in the Mozambican New Metical and the Ugandan Shilling offset the gains experienced by the other African currencies which strengthened against the Rand in the previous
financial year.

African currencies’ spot rate relative to the Rand (based to June 2012)

The graph below indicates the appreciation (rise in line) or depreciation (fall in line) of each currency to the Rand in the current financial year.
The Malawian Kwacha has stabilised atfter the 50% devalued position experienced in the previous financial years to May 2012, however, it does remain volatile. The Malawian Kwacha
strengthened against the Rand around June 2013, only to close December 2013 net weaker on the Rand. This volatility along with the devaluation in the Ghanaian New Cedi offset some
of the gains experienced by the other African currencies which strengthened against the Rand in the current financial year.
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African currencies’ spot rate relative to the Rand (based to December 2013)

8. NET FINANCE COSTS
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

(276.3)
(7.5)

(101.0)
(5.0)

(283.8)

(106.0)

28.7

45.6

28.7

45.6

(255.1)

(60.4)

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

653.5
(231.8)

356.6
(80.8)

94.4
8.3
18.5

43.5
(0.4)
12.1

0.4

0.5

543.3

331.5

0.9
(0.6)

(3.7)
18.1

2.9
8.8
-

(11.1)
6.8
0.7

Finance costs
Interest on bank overdrafts and loans
Interest on obligations under finance leases

Finance income
Income from investments, receivables and bank accounts

Net finance costs
Additional information on the loans and finance leases can be found in note 23.

Where there is a depreciation of the African currency (alternatively, a strengthening in the Rand) the resulting impact is a foreign exchange loss on the loan. From the graph, it is evident
that most the African currencies strengthened against the Rand, which would explain a foreign exchange gain in the income statement.
To minimise the impact of the volatile Malawian Kwacha on the Group results, management have substantially reduced these loan balances to R12.3 million at December 2013, and thus
our exposure to this currency.
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The African operations trade in their local currency, which for reporting purposes is also their functional currency. The foreign exchange gain/(loss) that arises when translating the
foreign operation into Rands (the Group’s presentation currency) is accounted for in the Foreign Currency Translation Reserve on the statement of financial position. Additional
information on these translations can be found in note 22.

9. TAXATION

Foreign exchange loss arising from hedges
The Group uses foreign exchange forward contracts (FEC’s) to hedge its exposure to foreign currency fluctuations relating to certain firm trading commitments. The foreign exchange
gains that arise from the hedges are recognised in the income statement when they become ineffective or for effective hedges when the firm commitment is terminated resulting in the
FEC being cancelled. The income statement impact on ineffective or cancelled hedges, where applicable, is immaterial.

Current year

Foreign exchange gain arising from an investment in a trading and logistics structure (note 15)
The Group’s trading and logistics structure is a US Dollar denominated investment. The graph shows that the Rand closed weaker on the US Dollar in the current and prior financial years,
which gave rise to a foreign exchange gain on this investment in both periods.

US Dollar spot rate relative to the Rand

SSoouutthh A
Affrriiccaann nnoorrm
maall ttaaxxaattiioonn::
Current taxation
Deferred taxation
FFoorreeiiggnn ttaaxxaattiioonn::
Current taxation
Deferred taxation
Withholding tax2
Taxation effect of participation in export partnerships1

Total
Prior year under/(over) provision:
SSoouutthh A
Affrriiccaann nnoorrm
maall ttaaxxaattiioonn::
Current taxation
Deferred taxation
FFoorreeiiggnn ttaaxxaattiioonn::
Current taxation
Deferred taxation
Secondary taxation on companies
Taxation as reflected in the income statement

12.0

10.8

555.3

342.3

1

Two companies in the Group participate in Trencor export partnerships. As the companies are liable for the tax effect of the participation, the amount is classified as a taxation charge.
Additional information on the export partnership can be found in note 15.

2

The withholdings tax relates to interest and dividends on foreign controlled entities.
December 2013
%

December 2012
%

Standard corporate taxation rate
Exempt income
Disallowable expenditure
Foreign income
Prior year over-provision
Allowances on lease premiums and improvements
Assessed loss not utilised
Withholding tax

28.0
(1.1)
0.1
1.1
0.6
(0.3)
1.4
0.1

28.0
3.2
0.9
0.9
(0.6)
2.1
(1.1)

Secondary taxation on companies
Other

(0.6)

0.1
(1.4)

The rate of taxation is reconciled as follows:

Foreign exchange gain arising from an investment in a trading and logistics structure (note 15)
The Group’s trading and logistics structure is a US Dollar denominated investment. The graph above shows that the Rand closed weaker on the US Dollar in the current and prior financial
years, which gave rise to a foreign exchange gain on this investment in both periods.

Foreign exchange (loss)/gain arising from the translation of foreign creditors
Foreign creditors resulting from foreign stock purchases and transactions with the ultimate holding company, being Wal-Mart Stores Inc., are translated into functional currency at
year-end and the exchange difference is accounted for in the income statement. As the bulk of foreign creditors and transactions with Walmart are recorded in US Dollars, this exchange
difference can in most part be explained by the movement of the Rand against the US Dollar as illusatrated in the graph above. As the Rand weakened in both periods, this would explain
an exchange loss in both periods. However, as payments are made to creditors throughout the year that attract different rates of exchange, the entire exchange gain/(loss) cannot be
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10. DIVIDENDS PAID TO SHAREHOLDERS

12. PROPERTY, PLANT AND EQUIPMENT
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

Final cash dividend No 26 (Dec 2012: No 25)
Interim cash dividend No 27
Final Thuthukani preference share dividend (Dec 2012: No 12)

596.5
316.9
-

315.6
1.4

Total dividends paid

913.4

317.0

Interim
Final

146.0
275.0

275.0

Total

421.0

275.0

Dividend/distribution per share (cents)

No 25 of 146.0 cents declared on 21 August 2012 and paid on 17 September 2012 (R315.6 million).
No 26 of 275.0 cents declared on 27 February 2013 and paid on 25 March 2013 (R596.5 million).
No 27 of 146.0 cents declared on 20 August 2013 and paid on 16 September 2013 (R316.9 million).
No 28 of 275.0 cents declared on 26 February 2014 and paid on 24 March 2014 (R597.0 million).
No 12 of 146.0 cents declared on 21 August 2012 and paid on 17 September 2012 to the Massmart Thuthukani Empowerment Trust (R1.4 million).

Cost
Rm

Accumulated depreciation
and impairment
Rm

Net book value
Rm

2,460.8
743.3
4,713.2
586.9
232.8

85.7
274.5
2,033.8
354.2
99.3

2,375.1
468.8
2,679.4
232.7
133.5

8,737.0

2,847.5

5,889.5

49.4
34.8
17.3

18.0
10.4
11.0

31.4
24.4
6.3
36.5

December 2013
O
Ow
wnneedd aasssseettss
Freehold land and buildings
Leasehold improvements
Fixtures, fittings, plant and equipment
Computer hardware
Motor vehicles
C
Caappiittaalliisseedd lleeaasseedd aasssseettss
Freehold land and buildings
Fixtures, fittings, plant and equipment
Computer hardware
Motor vehicles
Total

59.7

23.2

161.2

62.6

98.6

8,898.2

2,910.1

5,988.1

908.9
663.5
3,836.6

58.9
231.0
1,668.4

850.0
432.5
2,168.2

511.2
210.6

317.9
76.1

193.3
134.5

6,130.8

2,352.3

3,778.5

49.5
38.4
25.2

16.1
8.3
13.2

33.4
30.1
12.0
14.2

On 1 October 2012, the final conversion for the beneficiaries took place. No dividend was, therefore, declared by the Thuthukani Trust in the current period.
Withholding tax of 15% was applied to the dividends declared on 27 February 2013 and paid on 25 March 2013 and the dividends declared on 20 August 2013 and paid on 16 September
2013. Withholding tax applies to the dividend declared on 26 February 2014 and paid on 24 March 2014, and will be accounted for in the next financial year. The Group was acting as an
agent with regards to the withholding tax paid on behalf of shareholders on dividends declared. Withholding tax has been included in the total amount of the dividend paid.

FOR THE YEAR ENDED 29 DECEMBER 2013

Total

11. NOTES TO THE STATEMENT OF CASH FLOWS

Certain capitalised leased property, plant and equipment is encumbered as per note 23.
December 2013
Rm

December 2012
Rm

1,697.4

482.5

1.0
(2.1)

1.6
(1.5)

(1,686.6)
7.2
(14.1)

(474.8)
3.6
0.4

2.8

11.8

1.0
-

(4.7)
(11.0)

1.0

(15.7)

(0.9)
(4.7)
(2.1)

(0.6)
(0.5)
0.1

11.1 Cash inflow from trading

Dividends received
Share-based payment expense
Other non-cash movements

11.2 Working capital movements
Increase/(decrease) in trade and other payables
Increase in trade and other receivables

11.3 Taxation paid
Amounts owing at the beginning of the year
Amounts charged to the income statement
Deferred taxation
Amounts owing at the end of the year
Cash amounts paid

7.1

0.9

(0.6)

(0.1)

(913.4)

(330.3)

(31.4)

(0.5)

(31.4)

(0.5)

(121.8)

(72.6)

(121.8)

(72.6)

11.4 Dividends paid
Cash dividends paid to shareholders

11.5 Other investing activities
Other financial assets

11.6 Net acquisition of treasury shares
Share trust losses

O
Ow
wnneedd aasssseettss
Freehold land and buildings
Leasehold improvements
Fixtures, fittings, plant and equipment
Computer hardware
Motor vehicles
C
Caappiittaalliisseedd lleeaasseedd aasssseettss
Freehold land and buildings
Fixtures, fittings, plant and equipment
Computer hardware
Motor vehicles
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Profit before taxation
A
Addjjuussttm
meenntt ffoorr::
Finance costs
Finance income

December 2012

32.2

18.0

145.3

55.6

89.7

6,276.1

2,407.9

3,868.2
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12. PROPERTY, PLANT AND EQUIPMENT CONTINUED

13. GOODWILL

Reconciliation of property, plant and equipment
Opening
net book
value
Rm

Additions
Rm

Additions
through
acquisitions1
Rm

Freehold land & buildings

850.0

195.4

Leasehold improvements

432.5

82.8

2,168.2
193.3
134.5
3,778.5

Freehold land & buildings

Foreign
exchange
gain/(loss)
Rm

Reclassifications
Rm

Impairment
Rm

Classified
as held for
sale
Rm

Closing
net book
value
Rm

December 2012
Rm

2,557.7
(26.3)
(2.8)
-

2,521.4
38.4
(2.0)
(0.7)

Reconciliation of goodwill:

Disposals
Rm

Depreciation
Rm

1,354.6

(3.5)

(25.8)

5.4

(1.0)

-

-

2,375.1

Foreign exchange gain/(loss)

3.4

0.6

-

(11.6)

(49.3)

18.5

0.3

(4.4)

-

468.8

Balance at the end of the year

2,532.0

2,557.7

949.3

-

(10.2)

(423.4)

19.5

(13.1)

(10.9)

-

2,679.4

104.7
55.3

-

(0.6)
(8.1)

(67.5)
(34.0)

2.8
0.9

(15.1)

-

-

232.7
133.5

1,387.5

1,354.6

(34.0)

(600.0)

47.1

(28.9)

(15.3)

-

5,889.5

1,086.6
902.0
173.9

1,122.9
900.9
168.2

321.3

321.3

33.4

-

-

-

(2.0)

-

-

-

-

31.4

Fixtures, fittings, plant & equipment

30.1

-

-

-

(5.4)

-

(0.3)

-

-

24.4

Computer hardware

12.0

-

-

-

(5.7)

-

-

-

-

6.3

Motor vehicles

14.2

22.9

-

(1.4)

(14.3)

-

15.1

-

-

36.5

Balance at the beginning of the year
Additions through acquisitions
Impairment1
Disposal
Transferred to assets classified as held for sale

December 2013
O
Ow
wnneedd aasssseettss

Fixtures, fittings, plant & equipment
Computer hardware
Motor vehicles

Total

89.7

22.9

-

(1.4)

(27.4)

-

14.8

-

-

98.6

3,868.2

1,410.4

1,354.6

(35.4)

(627.4)

47.1

(14.1)

(15.3)

-

5,988.1

December 2012
O
Ow
wnneedd aasssseettss
Freehold land & buildings

857.5

20.7

-

(0.2)

(6.5)

(0.7)

(20.8)

-

-

Leasehold improvements

392.4

56.4

-

(1.1)

(26.7)

(3.3)

20.8

(5.4)

(0.6)

432.5

1,881.9

487.3

7.7

(7.0)

(202.2)

0.7

-

-

(0.2)

2,168.2

181.3
104.6

55.1
43.4

-

(4.7)
(1.6)

(38.4)
(15.5)

(0.9)

4.5

-

-

193.3
134.5

3,417.7

662.9

7.7

(14.6)

(289.3)

(4.2)

4.5

(5.4)

(0.8)

3,778.5

Freehold land & buildings

34.4

-

-

-

(1.0)

-

-

-

33.4

Fixtures, fittings, plant & equipment

32.5

-

-

-

(2.4)

-

-

-

30.1

Computer hardware

16.1
19.9

3.9

-

(0.2)

(4.1)
(4.9)

(4.5)

-

-

12.0
14.2

Fixtures, fittings, plant & equipment
Computer hardware
Motor vehicles

850.0

C
Caappiittaalliisseedd lleeaasseedd aasssseettss

Motor vehicles

Total

Carrying amount of significant goodwill:
Masscash Holdings (Pty) Ltd1
Massbuild (Pty) Ltd2
The Fruitspot (Pty) Ltd3
Rhino Cash and Carry Group

C
Caappiittaalliisseedd lleeaasseedd aasssseettss

1

December 2013
Rm

102.9

3.9

-

(0.2)

(12.4)

-

(4.5)

-

-

89.7

3,520.6

666.8

7.7

(14.8)

(301.7)

(4.2)

-

(5.4)

(0.8)

3,868.2

The acquisition of ‘freehold land and buildings’ in the current financial year relates to the acquisition of the seven Makro properties, which has been included as part of ‘Investment to
expand operations’ in note 37. The acquisitions in the prior financial year were included under ‘ Investment in subsidiaries’ in note 37.
The Group has reviewed the residual values and useful lives of the assets. No material adjustment resulted from such review in the current financial year.
The impairment in the current year relates to the impairment of owned assets in Masscash and Makro as a result of store closures.
The following useful lives are used in the calculation of depreciation.
- Buildings
50 years
- Fixtures, fittings, plant and equipment
- Motor vehicles

4 to 15 years
4 to 10 years

- Computer hardware
- Leasehold improvements

3 to 8 years
Shorter of lease period or useful life

There is no investment property in the Group and all assets are held at historical cost.

1

The impairment of goodwill in the current financial year relates to the impairment of certain acquired goodwill in Masscash due to the closure of a store. The remaining decrease in
goodwill relates to the transfer of a business to The Fruitspot (Pty) Ltd, in order to improve the operational performance of the Group, and the disposal of a business externally.
2
No businesses were acquired by Massbuild (Pty) Ltd in the current financial year. The movement in goodwill relates to the translation of goodwill from its functional currency to its
presentation currency through the Foreign Currency Translation Reserve. Additional information can be found in note 22.
3
The increase in goodwill relates to the transfer of a business from Masscash Holdings (Pty) Ltd, in order to improve the operational performance of the Group.
Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected to benefit from that business combination.
The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.
When testing goodwill for impairment, the recoverable amounts of the CGUs are determined as the higher of value in use and fair value less costs of disposal. The key assumptions for
the value in use calculations are discount and growth rates. Management estimates discount rates using rates that reflect current market assumptions of the time value of money and
the risks specific to the CGUs. The growth rates are based on industry growth forecasts.
The Group prepares cash flow forecasts based on the CGUs’ results for the next five financial years. A terminal value is calculated based on a conservative growth rate of 3% (December
2012: 3%). This rate does not exceed the average long-term growth rate for the relevant markets. The valuation method applied is consistent with the prior financial year.
The rate used to discount the forecast cash flows is 10.5% (December 2012: 10.5%).
No reasonable change of the assumptions applied in testing goodwill for impairment would result in an impairment loss.
The additions through acquisitions in December 2012 relate to purchases in Masscash. Additional information can be found in note 3.
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14. OTHER INTANGIBLES
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15. INVESTMENTS

Cost
Rm

Accumulated
amortisation
and
impairment
Rm

Net book
value
Rm

December 2013
Rm

December 2012
Rm

H
Heelldd ffoorr ttrraaddiinngg
Bare dominium1
Investment in a trading and logistics structure2

117.4

110.0
104.0

Total financial assets classified as held for trading

117.4

214.0

44.4
55.9

34.8

Total financial assets designated as at FVTPL

100.3

34.8

Total fair value through profit or loss (FVTPL)

217.7

248.8

Trencor export partnership

2.1

2.5

Total loans and receivables

2.1

2.5

Other investments

-

0.1

Total held-to-maturity investments

-

0.1

219.8

251.4

Unlisted investments
Fair value through profit or loss (FVTPL)

December 2013
O
Ow
wnneedd aasssseettss
Computer software
Right of use
Trademarks

748.1
48.8
4.3

388.3
12.7
3.4

359.8
36.1
0.9

Total

801.2

404.4

396.8

December 2012
O
Ow
wnneedd aasssseettss
Computer software
Right of use
Trademarks

653.4
46.9
4.3

306.1
7.9
3.0

347.3
39.0
1.3

Total

704.6

317.0

387.6

Reconciliation of other intangible assets
Opening
net book
value

Additions

Disposals

Rm

Rm

Rm

Amortisation

Foreign
exchange
gain

Reclassifications

Classified as
held for sale

Closing
net book
value

Rm

Rm

Rm

Rm

Rm

December 2013
O
Ow
wnneedd aasssseettss
Computer software
Right of use
Trademarks

347.3
39.0
1.3

98.0
1.9
-

(1.1)
-

(98.5)
(4.8)
(0.4)

-

14.1
-

-

359.8
36.1
0.9

Total

387.6

99.9

(1.1)

(103.7)

-

14.1

-

396.8

December 2012
O
Ow
wnneedd aasssseettss
Computer software
Right of use
Trademarks

304.3
41.3
1.5

80.9
2.4
-

-

(37.9)
(2.8)
(0.2)

(0.8)
-

-

(1.1)
-

347.3
39.0
1.3

Total

347.1

83.3

-

(40.9)

(0.8)

-

(1.1)

387.6

The Group has reviewed the useful lives of the assets for reasonability. There were no material adjustments in the current financial year.
The following useful lives are used in the calculation of amortisation.
- Computer software
3 to 8 years
- Right of use
- Trademarks
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10 years
10 years

D
Deessiiggnnaatteedd aass aatt FFV
VTTP
PLL
Investment in insurance cell-captive on extended warranties3
Investment in insurance cell-captive on premium contributions4

Loans and receivables

Held-to-maturity investments carried at amortised
cost

Total unlisted investments

Listed investments
Available-for-sale investments
Other investments

12.1

7.4

Total listed investments

12.1

7.4

223311..99

225588..88

TToottaall iinnvveessttm
meennttss
For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these investments, see note 38.

December 2013
Rm

December 2012
Rm
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Reconciliation of financial assets carried at fair value through profit or loss (FVTPL)
Opening balance
Fair value adjustments taken to the income statement
Interest on investment taken to finance income
Realisation of a portion of the investment in offshore trading structure recognised in cash reserves
Deconsolidation/(consolidation) of investment in insurance cell-captive on extended warranties
Foreign exchange gains taken to the income statement (note 7)
Realisation of the right in the bare dominium on the acquisition of the Makro properties1
Capital contribution made to the investment in insurance cell-captive on premium contributions
Closing balance

248.8
(4.2)
1.1
(1.6)
23.3
22.3
(122.0)
50.0

313.1
27.7
0.5
(74.7)
(18.8)
1.0
-

217.7

248.8

Balance at the end of the year

Housing and staff loans
Finance lease deposit
Property loan
Third party loan
Other

of a “deemed separate entity” and, as a result, has not been consolidated. The ‘investment in an insurance cell-captive on
extended warranties’ has been designated as a financial asset at fair value through profit or loss.
The ‘investment in an insurance cell-captive on premium contributions’ relates to an insurance arrangement with Mutual &
Federal pertaining to general insurance within the Group. The cell-captive does not meet the definition of a “deemed separate
entity”, and as a result, has not been consolidated. The ‘investment in an insurance cell-captive on premium contributions’ has
been designated as a financial asset at fair value through profit or loss. The previous structure was unwound in the current
reporting period and replaced with the cell-captive referred to above.
Additional information on the fair value of ‘investments’ can be found in note 38.

2.5
(0.4)

3.0
(0.5)

2.1

2.5

Closing balance
FFuurrtthheerr ddeettaaiillss oonn tthhee iinnvveessttm
meennttss iinn tthhiiss ccaatteeggoorryy::
Listed investments include shares held on the JSE and the Zimbabwe Stock Exchange.

70.6

0.3
21.9
215.0

0.4
33.0
-

6.8
0.2

20.2
2.3

244.2

55.9

290.9

126.5

Pattison,
GM
Rm

Hayward,
GRC
Rm

Zwarenstein,
I
Rm

Other executive
committee
Rm

Total
Rm

0.1
(0.1)

0.1
-

-

0.1

Balance at the beginning of the year
Advanced during the year
Repayments

24.3
0.6
(1.8)

13.9
0.3
(0.8)

-

32.4
0.5
(22.7)

70.6
1.4
(25.3)

7.4
4.7

5.7
1.7

Balance at the end of the year

23.1

13.4

-

10.2

46.7

12.1

7.4

December 2012
Balance at the beginning of the year
Advanced during the year
Repayments

24.6
0.3
(0.6)

19.8
0.2
(6.1)

-

38.0
0.4
(6.0)

82.4
0.9
(12.7)

Balance at the end of the year

24.3

13.9

-

32.4

70.6

Reconciliation of available-for-sale investments
Opening balance
Fair value adjustment

46.7

shares and should shares sold to repay these loans be insufficient to recover the balance outstanding, the unrecovered portion remains a debt due and payable. 830,973 (December
2012:1,121,116) shares with a market value of R112,674,537 (December 2012: R213,164,175) have been pledged.
The finance lease deposit accrues interest at 13.6% (December 2012: 13.8%).
The property loan accrues interest at 9.2% (December 2012: Nil) and is secured by a mortgage bond. The property loan will be used to pay for a Makro leased store awaiting legal transfer
to the Group.
Additional information on the fair value of ‘other financial assets’ can be found in note 38.
Details of the employee share trust loans to the directors and executive committee members of Massmart Holdings Limited:

Reconciliation of held-to-maturity investments

Closing balance

82.4
0.9
(12.7)

All housing and staff loans bear interest at various rates below the prime interest rate. The loans to the employee share trust particpants, including executive directors, attract interest of
zero percent and are secured by the underlying ordinary shares in Massmart Holdings Limited. The loans are repayable 10 years after the grant date. Recourse is not limited to these

FFuurrtthheerr ddeettaaiillss oonn tthhee iinnvveessttm
meennttss iinn tthhiiss ccaatteeggoorryy::
The ‘Trencor export partnership’ represents our participation in export containers.

Opening balance
Amortisation taken to the income statement

70.6
1.4
(25.3)

These loans are classified as ‘Loans and receivables’. For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these values, see note 38.

Reconciliation of loans and receivables

Closing balance

December 2012
Rm

Other loans:

pertaining to extended warranties sold within the Group. In the current financial year this cell-captive has been deconsolidated
as a result of the implementation of IFRS 10 Consolidated Financial Statements. The cell-captive does not meet the definition

Opening balance
Investment realised

December 2013
Rm

Employee share trust loans to the directors and executive committee members of Massmart Holdings Limited:
Balance at the beginning of the year
Advanced during the year
Repayments

FFuurrtthheerr ddeettaaiillss oonn tthhee iinnvveessttm
meennttss iinn tthhiiss ccaatteeggoorryy::
The ‘bare dominium’ reflected Massmart’s right to acquire a 49.9% share in Capensis Investments 241 (Pty) Ltd, the holding
company of the bare dominium over seven Makro properties. At the end of January 2013, Massmart acquired control of the
seven Makro properties, and in doing so exercised its right in the bare dominium. The fair value of the right in the bare
dominium at acquition date of R122.0 million was included as part of the consideration transferred to obtain control.
2
The ‘investment in a trading and logistics structure’ is in M-class preference shares representing an international treasury,
shipping and trading business unit.
3
The ‘investment in an insurance cell-captive on extended warranties’ relates to an insurance arrangement with Mutual & Federal
1

4

16. OTHER FINANCIAL ASSETS

December 2013
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17. DEFERRED TAXATION

18. INVENTORIES
December 2013
Rm

December 2012
Rm

301.7
56.3
1.6
-

Inventory at cost
Provisions

Credit to the statement of changes in equity (note 22)

359.6
226.3
(3.1)
2.7

Net asset at the end of the year

585.5

359.6

Liquor

The movements during the year are analysed as follows:

Inventory at cost
Provisions

Deferred taxation balances are presented in the statement of financial position as follows:
Deferred taxation assets
Deferred taxation liabilities

672.1
(86.6)

396.3
(36.7)

585.5

359.6

Credit to the
statement of
Credit/(charge) to the
income statement
Rm

Credit/(charge) to other
comprehensive income
Rm

changes in
equity
Rm

Foreign exchange
movements
Rm

Closing balance
Rm

December 2013
TTeem
mppoorraarryy ddiiffffeerreenncceess
Trademarks
Assessed loss unutilised
Export partnerships
Debtors provisions
Prepayments
Creditors provisions
Property, plant and equipment
Finance leases
Long-term provisions
Income not accrued
Deferred income
Operating lease adjustment
Other temporary differences1
Total

1.1
198.4
(2.7)

(0.3)
78.5
0.4

-

-

(3.6)
-

0.8
273.3
(2.3)

17.7
(228.2)
66.2
(130.6)
(1.7)

3.5
210.6
106.6
(59.2)
(4.4)

-

-

0.1
0.2
(1.5)
-

21.3
(17.6)
173.0
(191.3)
(6.1)

85.9
48.8
315.5

(5.5)
(1.0)
2.1
(61.4)

-

-

(0.1)
0.3

80.4
(1.0)
50.8
254.4

(10.8)

(54.6)

(3.1)

2.7

15.6

(50.2)

359.6

215.3

(3.1)

2.7

11.0

585.5

0.8
158.6

0.3
42.2

-

-

(2.4)

1.1
198.4

(3.2)
18.2
(206.6)
55.1
(109.7)
0.7
48.5
-

0.5
(0.5)
(21.6)
11.3
(20.7)
(2.4)
37.4
-

-

-

(0.2)
(0.2)
-

(2.7)
17.7
(228.2)
66.2
(130.6)
(1.7)
85.9
-

42.1
303.8

6.6
11.9

-

-

0.1
(0.2)

48.8
315.5

December 2012
TTeem
mppoorraarryy ddiiffffeerreenncceess
Trademarks
Assessed loss unutilised
Export partnerships
Debtors provisions
Prepayments
Creditors provisions
Property, plant and equipment
Finance leases
Long-term provisions
Income not accrued
Deferred income
Operating lease adjustment
Other temporary differences 1
Total
1

December 2012
Rm

3,119.5
(262.0)

3,339.8
(271.8)

2,857.5

3,068.0

794.0
(40.9)

800.5
(37.9)

753.1

762.6

4,982.8
(386.5)

4,619.0
(368.3)

4,596.3

4,250.7

2,139.2
(230.6)

1,820.8
(210.6)

Food

Net asset at the beginning of the year
Credit to the income statement (including foreign exchange movements)
(Charge)/credit to other comprehensive income

Opening
balance
Rm

December 2013
Rm

(6.6)

2.2

1.6

-

(8.0)

(10.8)

301.7

67.2

1.6

-

(10.9)

359.6

‘Other temportary differences’ consists of deferred tax raised on lease premiums and foreign exchange movements, amongst other insignificant items.
Deferred tax assets have not been recognised for assessed losses to the value of R94.7 million (December 2012: R113.6 million). Had a deferred tax asset been raised, the asset value
would have been R26.5 million (December 2012: R34.3 million).

General Merchandise
Inventory at cost
Provisions

Home Improvement
Inventory at cost
Provisions

1,908.6

1,610.2

Total inventory net of provisions

10,115.5

9,691.5

Carrying amount of inventories carried at net realisable value
Inventory recognised as expense in period

123.1
58,926.4

182.8
29,523.2

Inventories are carried at the lower of cost and net realisable value.
Provisions include: shrinkage and obsolescence provisions, write-downs to net realisable value and unearned rebates and settlement discounts per SAICA Circular 9/2006 Transactions

giving rise to Adjustments to Revenue/Purchases.
Inventory is fully funded by trade payables. Details of trade payables can be found in note 25.
No inventory is pledged as security.

Composition of total inventories (%):
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19. TRADE AND OTHER RECEIVABLES

20. NON-CURRENT ASSETS CLASSIFIED AS HELD FOR SALE
December 2013
Rm

December 2012
Rm

Trade receivables
Allowance for doubtful debts

1,918.9
(96.1)

1,777.0
(84.1)

Prepayments
Other accounts receivable
FEC asset

1,822.8
46.4
1,816.8
26.5

1,692.9
71.6
1,908.7
8.5

Total receivables net of provisions

3,712.5

3,681.7

No assets have been classified as held for sale in the current financial year. Assets classified as held for sale in the prior financial year comprised of a small South African cash and carry
business in the Masscash segment, which has been sold in the current financial year. The proceeds of R2.5 million have been disclosed under ‘proceeds on disposal of assets classified
as held for sale’ in note 37.7.
December 2013
Rm

December 2012
Rm

-

(0.4)
(4.4)

Included in the income statement in other operating costs:
Fair value adjustment on assets classified as held for sale
Loss on disposal of business

Included in the statement of financial position:
Movement in allowance for doubtful debts
Balance at the beginning of the year
Amounts previously in the provision written off during the year
Amounts previously in the provision recovered during the year

84.1
(15.8)
(5.0)

82.8
(12.8)
(7.1)

Increase in provision recognised in the income statement

32.8

21.2

Balance at the end of the year

96.1

84.1

16.3
3.4
4.8

10.2
3.1
3.2

Ageing of debtors provided for:
30 to 60 days
60 to 90 days
90 to 120 days
120+ days

71.6

67.6

Total

96.1

84.1

Trade receivables are well controlled throughout the Group, with trade receivable days of 8.6 (December 2012: 7.9 days), a slight increase due to the 53rd week of trading in the current
financial year. Allowance for doubtful debts at year-end was 5.0% of trade receivables (December 2012: 4.7%).
No interest is charged on the trade receivables. Trade receivables between 30 days and 180 days are provided for based on estimated irrecoverable amounts from the sale of goods,
determined by reference to past default experience. It is the Group’s policy to provide fully for all receivables that are past due that are not insured or the Group does not hold any security
over the debtors, because historical experience is such that these receivables are generally not recoverable.
Before accepting any new customer, the Group uses an external credit scoring system to assess the potential customer’s credit quality and defines credit limits by customer. Limits and
scoring attributed to customers are reviewed quarterly to once a year. There is no customer who represents more than 5% of the total balance of trade receivables.
Included in the Group’s trade receivables balance are debtors with a carrying amount of R126.8 million (December 2012: R138.6 million) which are past due at the reporting date for which
the Group has not provided. The Group considers the amounts recoverable and currently holds security over these debtors or the debtors are insured. The average age of these
receivables is 91 days (December 2012: 57 days).
December 2013
Rm

December 2012
Rm

29.5
56.6
11.2

18.9
57.4
31.9

Ageing of past due debtors but not impaired
30 to 60 days
60 to 90 days
90 to 120 days
120+ days
Total

29.5

30.4

126.8

138.6

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality of the trade receivable from the date credit was initially granted up to the
reporting date. The concentration of credit risk is limited due to the customer base being large and unrelated. Accordingly, the directors believe that there is no further credit provision
required in excess of the allowance for doubtful debts.
There were no specific trade receivables under liquidation in the current financial year. In the prior financial year, a debtor in Massbuild filed for liquidation and was fully provided for.
Trade receivables are classified as ‘Loans and receivables’. For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these values, see note 38.

N
Noonn--ccuurrrreenntt aasssseettss

-

2.2

Property, plant and equipment
Goodwill
Other intangibles
Deferred taxation

-

0.4
0.7
1.1
-

C
Cuurrrreenntt aasssseettss

-

0.3

Inventories
Trade and other receivables

-

0.3

Taxation

-

-

TToottaall aasssseettss

-

2.5
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21.
21. ISSUED
ISSUED CAPITAL
CAPITAL
21. ISSUED CAPITAL

Share
Share capital
capital

22. OTHER RESERVES

Share
Share premium
premium

December
December
December 2013
2013
December 2012
2012
Share capital
Rm
Rm
Rm
Rm

December
December
December 2013
2013
December 2012
2012
Share
Rm
Rm
Rm premium
Rm

December 2013

December 2012

December 2013

December 2012

Rm

Rm

Rm

Rm

5.0
5.0

5.0
5.0

--

--

0.2
0.2
5.0

0.2
0.2
5.0

--

--

0.2
0.2

0.2
0.2

--

--

0.2--

0.2--

--

--

2.2
2.2

2.2
2.2

743.3
743.3

752.1
752.1

2.2--

0.1
0.1
2.2

743.3--

752.1--

--

0.1--

--

--

-

Number
Number of
of
shares
shares

Share
Share capital
capital
Rm
Rm

Share
Share premium
premium
Rm
Rm

Number of

Share capital

Share premium

shares

Rm

Rm

216,124,461
216,124,461
739,578
739,578
46,156
46,156
216,124,461

2.2
2.2
-2.2--

750.6
750.6
-750.6--

Authorised
Authorised

500,000,000
500,000,000 (December
(December 2012:
2012: 500,000,000)
500,000,000) ordinary
ordinary shares
shares of
of 1
1 cent
cent each
each
20,000,000 (December
(December 2012:
Authorised
20,000,000
2012: 20,000,000)
20,000,000) non-redeemable
non-redeemable cumulative
cumulative non-participating
non-participating
preference shares
shares
of 1
1 cent
cent
each
preference
of
each
500,000,000
(December
2012:
500,000,000) ordinary shares of 1 cent each
18,000,000
(December 2012:
2012: 18,000,000)
18,000,000)
‘A’
convertible redeemable
redeemable
non-cumulative
participating
18,000,000
convertible
participating
20,000,000 (December
20,000,000) ‘A’
non-redeemable
cumulativenon-cumulative
non-participating
preference shares
shares of
of 1
1 cent
cent each
each
preference
4,000,000
‘B’
convertible
redeemable
non-cumulative
participating
4,000,000
(December
2012:
4,000,000)
‘B’ ‘A’
convertible
redeemable
non-cumulative
participating
18,000,000(December
(December2012:
2012:4,000,000)
18,000,000)
convertible
redeemable
non-cumulative
participating
preference shares
preference
shares of
of 1
1 cent
cent each
each

Foreign currency translation reserve1

Hedging reserve2
Share-based payment reserve3
Capital redemption reserve fund
Fair value adjustment of available-for-sale financial asset
Fair value adjustment on listed shares
Change in non-controlling interests
Cost of acquiring minority interests
Treasury shares
Post-retirement medical aid actuarial gain

4,000,000 (December 2012: 4,000,000) ‘B’ convertible redeemable non-cumulative participating

Issued
Issued
preference shares of 1 cent each

217,109,044
217,109,044 (December
(December 2012:
2012: 216,910,195)
216,910,195) ordinary
ordinary shares
shares of
of 1
1 cent
cent each
each
Nil
Issued
Nil (December
(December 2012:
2012: 9,395,053)
9,395,053) ‘A’
‘A’ convertible
convertible redeemable
redeemable non-cumulative
non-cumulative participating
participating
preference
shares
of
1
cent
each
preference
of 1 cent
each
217,109,044shares
(December
2012:
216,910,195) ordinary shares of 1 cent each

2,867,773
(December
2012:
‘B’
redeemable
non-cumulative
participating
2,867,773
(December
2012: 3,066,622)
3,066,622)
‘B’ convertible
convertible
redeemable
non-cumulative
participating
Nil (December
2012: 9,395,053)
‘A’ convertible
redeemable
non-cumulative
participating
preference shares
shares of
preference
of 1
1 cent
cent each
each
2,867,773 (December 2012: 3,066,622) ‘B’ convertible redeemable non-cumulative participating
preference shares of 1 cent each

Ordinary
Ordinary shares
shares

Balance
Balance at
at June
June 2012
2012
Shares issued
issued
in
Ordinary
shares
Shares
in terms
terms of
of the
the Massmart
Massmart Thuthukani
Thuthukani Empowerment
Empowerment Trust
Trust
Shares issued
issued
in 2012
terms of
of the
the Massmart
Massmart Black
Black Scarce
Scarce Skills
Skills Trust
Trust
Shares
in
terms
Balance
at June

Ordinary
shares
–
2012
Ordinary
sharesinissued
issued
– December
December
2012Thuthukani Empowerment Trust
Shares issued
terms of
the Massmart
Treasury
shares
Treasury
shares
Shares issued
in terms of the Massmart Black Scarce Skills Trust
Ordinary
treasury
Ordinary shares
shares issued
issued excluding
excluding
treasury
shares –
– December
December 2012
2012
– December
2012 shares
Treasury
shares
Balance at
at
December 2012
2012
Balance
December
Ordinary sharesinissued
excluding
treasury shares
– December
2012
Shares
Shares issued
issued in terms
terms of
of the
the Massmart
Massmart Black
Black Scarce
Scarce Skills
Skills Trust
Trust
Ordinary
shares
issued
–
Ordinary
shares
issued2012
– December
December 2013
2013
Balance at
December
Treasury
shares
Treasury
shares
Shares
issued
in terms of the Massmart Black Scarce Skills Trust

Ordinary
treasury
Ordinary shares
shares issued
issued excluding
excluding
treasury
shares –
– December
December 2013
2013
– December
2013 shares
Treasury shares
Ordinary
shares,
which
have
a
par
value
of
1
cent,
carry
one
vote
Ordinary shares, which have a par value of 1 cent, carry one vote per
per share
share and
and carry
carry the
the right
right to
to dividends.
dividends.
Ordinary shares issued excluding treasury shares – December 2013

216,910,195
216,910,195
739,578
(30,510)
(30,510)
46,156

216,879,685
216,879,685
216,910,195
(30,510)
216,910,195
216,910,195
216,879,685
198,849
198,849
217,109,044
217,109,044
216,910,195
(86,221)
(86,221)
198,849

2.2
2.2-2.2
2.2
2.2
2.2
2.22.2
2.2
--

750.6
750.61.5
1.5-

1

2.2
2.2
-

217,022,823

2.2

743.3

-10,134,631
10,134,631
(739,578)
(739,578)-

-0.1
0.1
--

----

December 2012
Rm

104.5

57.3

6.8
708.2
0.2
(13.2)
7.5
1.9
(302.3)
(1.7)
5.7

1.7
579.2
0.2
(13.2)
4.0
1.9
(306.1)
(1.7)
-

517.6

323.3

December 2013

December 2012

Rm

Rm

57.3

32.2

Translation on consolidation

47.2

25.1

Balance at the end of the year

104.5

57.3

Balance at the beginning of the year

Exchange differences relating to the translation from functional currencies of the Group’s foreign subsidiaries into Rands are accounted for in the foreign currency translation reserve.

2

Reconciliation of the hedging reserve:
Balance at the beginning of the year
Foreign exchange (gain)/loss in cost of sales

752.1
752.1
750.6
1.5
752.1
752.1
752.1752.1
752.1
(8.8)
(8.8)-

217,022,823
217,022,823
217,109,044
(86,221)

Reconciliation of the foreign currency translation reserve:

December 2013
Rm

FEC asset
FEC liability
Deferred taxation
Balance at the end of the year

743.3
743.3
752.1
(8.8)

December 2013

December 2012

Rm

Rm

1.7
(18.8)

5.9
13.1

18.0
7.8
(1.9)

(12.4)
(6.5)
1.6

6.8

1.7

The hedging reserve represents hedging gains and losses recognised on the effective portion of cash flow hedges. The hedge is released from equity at the same time the forecast
transaction is recognised in profit or loss. If a hedged transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to profit or loss for the
period. The cash flows are expected to occur and impact the income statement in the next financial year.

‘A’ convertible redeemable non-cumulative participating preference shares

‘A’ convertible
redeemable
non-cumulative
participating
preference
shares
Ordinary
shares, which
have a par
value of 1 cent, carry
one vote per
share and carry
the right to dividends.
Balance
Balance at
at June
June 2012
2012
Net
shares
issued
in
terms
of
the
Massmart
BEE
transaction
‘A’ convertible
redeemable
non-cumulative
participating preference shares
Net
shares issued
in terms of the
Massmart BEE transaction
Shares
to
Shares
converted
to ordinary
ordinary shares
shares
Balanceconverted
at June 2012
Treasury
shares
Treasury
shares
Net shares
issued in terms of the Massmart BEE transaction
Balance
at
2012
Balanceconverted
at December
December
2012 shares
Shares
to ordinary
Net
shares
issued
Net
shares
issued in
in terms
terms of
of the
the Massmart
Massmart BEE
BEE transaction
transaction
Treasury
shares
Shares
redeemed
in
accordance
with
Shares
in accordance
with the
the provisions
provisions of
of the
the Memorandum
Memorandum of
of Incorporation
Incorporation
Balanceredeemed
at December
2012

(9,395,053)
(9,395,053)
10,134,631
(739,578)-9,395,053
9,395,053
(9,395,053)
(9,395,053)
(9,395,053)9,395,053--

(0.1)
(0.1)
0.1
-0.1
0.1
(0.1)
(0.1)
(0.1)0.1--

Balance
at
2013
Balance
at December
December
2013 of the Massmart BEE transaction
Net
shares
issued in terms
Sharesare
redeemed
in accordance with the
provisions of the Memorandum
of Incorporation
(9,395,053)
(0.1) the Massmart
There
There
are no
no ‘A’
‘A’ convertible
convertible redeemable
redeemable non-cumulative
non-cumulative participating
participating preference
preference shares
shares in
in issue
issue as
as the
the residual
residual shares
shares were
were automatically
automatically redeemed
redeemed on
on the
the vesting
vesting of
of the Massmart
Balance at December
2013 Trust
Thuthukani
Empowerment
that
Thuthukani
Empowerment
Trust scheme,
scheme, in
in terms
terms of
of the
the Trust
Trust Deed.
Deed. On
On 1
1 October
October 2012,
2012, the
the final
final conversion
conversion for
for the
the beneficiaries
beneficiaries took
took place.
place.- At
At December
December 2013,
2013, beneficiaries
beneficiaries
that had
had
retained
shares
in
amounted
to
holding
114
shares.
retained
their
shares
in Massmart
Massmart
amounted
to 389
389 shareholders
shareholders
holding
114 933
933
shares.
There
aretheir
no ‘A’
convertible
redeemable
non-cumulative
participating
preference
shares
in issue as the residual shares were automatically redeemed on the vesting of the Massmart
Thuthukani Empowerment Trust scheme, in terms of the Trust Deed. On 1 October 2012, the final conversion for the beneficiaries took place. At December 2013, beneficiaries that had
‘B’
convertible
redeemable
non-cumulative
participating
preference
shares
‘B’ convertible
redeemable
non-cumulative
participating
preference
shares
retained
their shares
in Massmart
amounted to 389
shareholders holding
114 933
shares.
Balance
--Balance at
at June
June 2012
2012
Net
shares
issued
in
terms
of
the
Massmart
BEE
transaction
3,112,778
-‘B’ convertible
non-cumulative
participating preference shares
Net
shares issuedredeemable
in terms of the
Massmart BEE transaction
3,112,778
Shares
to
(46,156)
-Shares
converted
to ordinary
ordinary shares
shares
(46,156)Balanceconverted
at June 2012
Treasury
shares
(3,066,622)
-Treasury
shares
(3,066,622)
Net shares
issued in terms of the Massmart BEE transaction
3,112,778
Balance
at
2012
Balance
at December
December
2012 shares
Shares converted
to ordinary
Net
shares
issued
Net
shares
issued in
in terms
terms of
of the
the Massmart
Massmart BEE
BEE transaction
transaction
Treasury
shares
Shares
converted
to
ordinary
Shares
to ordinary
shares
Balanceconverted
at December
2012 shares
Treasury
shares
Treasury
shares
Net
shares
issued in terms of the Massmart BEE transaction

(46,156)-3,066,622
3,066,622
(3,066,622)
(198,849)
(198,849)(2,867,773)
(2,867,773)
3,066,622
(198,849)--

-----

-----

--

December 2013

Reconciliation of the share-based payment reserve:

December 2012

Rm

Rm

Balance at the beginning of the year

579.2

803.3

Share-based payment expense related to the Massmart Holdings Limited Employee Share Trust
Deferred tax recognised in equity related to the Massmart Holdings Limited Employee Share Trust
Share-based payment expense related to the Massmart Thuthukani Empowerment Trust
Share-based payment expense related to the Massmart Black Scarce Skills Trust
Share-based payment expense related to Walmart
Share-based payment expense related to the Massmart Thuthukani Empowerment Trust released to distributable
reserves

109.0
2.7
17.3
-

30.0
1.8
8.1
28.6

-

(292.6)

Balance at the end of the year

708.2

579.2

Massmart introduced a new share incentive scheme in the current financial year. The share-based payment reserve arises on the granting of share options and share awards to
employees under the Employee Share Incentive Schemes.
-----

-----

Balance
at
2013
--Balance
at December
December
2013 shares
Shares converted
to ordinary
Treasury
shares
(2,867,773)
- shares carry one B’
convertible
redeemable
non-cumulative
participating
preference
shares,
which
have
a
par
value
of
1
cent,
are
held
in
the
Massmart
Black
Scarce
Skills
Trust.
These
B’ convertible redeemable non-cumulative participating preference shares, which have a par value of 1 cent, are held in the Massmart Black Scarce Skills Trust. These shares carry one
Balance at
December are
2013
vote
vote per
per share,
share, which
which are cast
cast by
by the
the trustees,
trustees, and
and do
do not
not carry
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The directors have the authority, until the next annual general meeting, to issue the ordinary shares of the Company up to a maximum of 5% of the shares already issued.

3

There were no Walmart integration share-based payment costs in the current financial period, and nor are there any expected in future financial years. The ‘share-based payment expense
related to Walmart’ in the prior financial year is part of the schemes offered by the Massmart Holdings Limited Employee Share Trust.
In the previous financial year, the final conversion of ‘A’ preference shares to ordinary shares for the beneficiaries occurred through the Massmart Thuthukani Empowerment Trust. The
employees had the option of converting their remaining share allocation into Massmart ordinary shares and continue to receive 100% of the dividend on their ordinary shares or they
could sell their remaining share allocation and receive net proceeds after tax and selling expenses. The relevant share-based payment reserve was released to retained income in the prior
period.
Additional information, including the valuation of the share schemes, can be found in note 28.
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23. NON-CURRENT LIABILITIES

24. NON-CURRENT PROVISIONS
December 2013
Rm

December 2012
Rm

December 2013
Rm

December 2012
Rm
30.4
(7.3)

Interest-bearing

Onerous lease provision
Less: Payable within one year included in current provisions (note 26)

26.6
(8.6)

Unsecured

Liabilities raised on business acquisitions
Less: Payable within one year included in current provisions (note 26)

-

188.7

-

(124.1)

Medium-term loans
Less: Included in current liabilities

4.6
(4.6)

4.4
(4.4)

-

-

600.0
891.7
(329.6)

1,031.3
(414.7)

1,162.1

616.6

61.3
(44.7)

88.6
(33.4)

Provision for post-retirement medical aid contributions

Secured
Medium-term loans
Medium-term bank loans
Less: Included in current liabilities

Capitalised finance leases
Less: Included in current liabilities

TToottaall nnoonn--ccuurrrreenntt iinntteerreesstt--bbeeaarriinngg lliiaabbiilliittiieess

16.6

55.2

1,178.7

671.8

Other

TToottaall nnoonn--ccuurrrreenntt iinntteerreesstt--ffrreeee lliiaabbiilliittiieess

Total non-current liabilities

Opening
balance
Rm

Reallocated to
current
provisions
Rm

Additional
amounts
provided
Rm

Amounts utilised
Rm

Unused amounts
reversed
Rm

Closing balance
Rm

23.1
64.6
81.5

(68.8)
-

4.2
2.7

(2.4)
-

(2.7)
-

18.0
84.2

169.2

(68.8)

6.9

(2.4)

(2.7)

102.2

27.7
94.9
58.2

(94.9)
-

6.4

(2.8)
-

(1.8)
-

23.1
64.6

78.2

-

3.3

-

-

81.5

259.0

(94.9)

9.7

(2.8)

(1.8)

169.2

Repayable
within 1 year*
Rm

Repayable in 2 – 5
years
Rm

Repayable after 5
years
Rm

Total
Rm

8.6
131.4

13.5
82.2

88.7
87.0

110.8
300.6

December 2013
Onerous lease provision
Liabilities raised on business acquisitions
Provision for post-retirement medical aid contributions

December 2012

Unsecured
Operating lease liability
Less: Included in trade and other payables

81.5
169.2

Reconciliation of non-current provisions

Interest-free
Loans to non-controlling interests

84.2
102.2

3.0

3.0

932.8
(97.1)

393.3
(90.6)

835.7

302.7

0.2

-

838.9

305.7

2,017.6

977.5

Onerous lease provision
Provision for Supplier Development Fund
Liabilities raised on business acquisitions
Provision for post-retirement medical aid contributions

Included in medium-term bank loans above is a fixed term loan of R500.0 million which was secured during the second half of the June 2011 financial year repayable quarterly over three
years. The drawdown of the loan occurred on 18 April 2011 at a fixed interest rate of 8.12%. The long-term portion of the loan at the end of the current financial year is Nil (December
2012: R83.3 million). The loan is secured by intragroup cross suretyships. The short-term portion has been accounted for in note 27.

December 2013
December 2012

* Included in current provisions in note 26.

Included in medium-term bank loans above is a fixed term loan of R750.0 million which was secured during the second half of the June 2012 financial year repayable quarterly over five
years. The drawdown of the loan occurred on 25 May 2012 at a fixed interest rate of 7.88%. The long-term portion of the loan at the end of the current financial year is R375.0 million
(December 2012: R525.0 million). The loan is secured by intragroup cross suretyships. The short-term portion has been accounted for in note 27.
Included in medium-term bank loans above is a fixed term loan of R275.0 million which was secured during the second half of the December 2013 financial year repayable quarterly over
three years. The drawdown of the loan occurred on 28 November 2013 at a fixed interest rate of 7.23%. The long-term portion of the loan at the end of the current financial year is R183.3
million (December 2012: Nil). The loan is secured by intragroup cross suretyships. The short-term portion has been accounted for in note 27.
Included in medium-term bank loans above are other loans with a long-term portion of R3.8 million (December 2012: R8.3 million).
Included in medium-term loans above is a fixed term loan of R600.0 million with Wal-mart Stores Inc., Massmart’s ultimate holding company. The loan is repayable quarterly over five
years and was effective from 18 April 2013 at a fixed interest rate of 7.46%. The loan is secured by intragroup cross suretyships.

Post-retirement medical aid
Employees of Massmart participate on Massmart Health Plan and Resolution Health Medical Scheme administered by Medscheme Holdings (Pty) Ltd and Agility Global Health Solutions
Africa (Pty) Ltd respectively. The post-employment subsidy policy valued is summarised below:
Members who joined Makro and Dion Stores prior to 1 July 1999 are eligible for a subsidy of medical scheme contributions in retirement. Members who joined Massmart prior to 1
January 2000 are also eligible for a subsidy in retirement;
Members and their spouses are entitled to a 50% subsidy of medical scheme contributions in retirement; and
Dependants of eligible continuation members receive a subsidy before and after the death of the principal member.

Capitalised finance leases include vehicle, fixtures, fittings, plant and computer equipment and property leases, repayable in monthly instalments varying from one to five years at varying
interest rates between 5.8% and 13.8% (December 2012: between 8.0% and 16.0%). The short-term portion has been accounted for in note 27.

If a member eligible for a subsidy of medical scheme contributions in retirement dies in service, their dependants are eligible for a subsidy of medical scheme contributions as described
above for a period of three months.
The significant risks faced by Massmart as a result of the post-employment healthcare obligation can be summarised as follows:

The capitalised finance leases are secured by moveable assets with a book value of R67.2 million (December 2012: R56.3 million) and the property lease by the value of the underlying
land amounting to R31.4 million (December 2012: R33.4 million). These assets are accounted for in note 12.
The operating lease liability relates to the lease smoothing adjustment of R822.2 million as required by IAS 17 Leases. Two leases in the Masswarehouse division included a provision to
adjust the lease payments for changes in store development costs. The impact of these changes resulted in an additional operating lease liability of R14.8 million being raised in the
current financial year, of which R1.3 million is short-term. The short-term portion has been accounted for in note 25.
For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these values, see note 38.

The risk that future CPI inflation and healthcare cost inflation are higher than expected and uncontrolled; and
The risk that pensioners live longer than expected and thus their healthcare benefit is payable for longer than expected.
This fund is accounted for as a defined benefit plan and measured using the projected unit credit method. The liability is unfunded. The significant assumptions are listed below. Of
particular importance is the ‘interest rate – medical inflation rate’ gap of 0.8% (December 2012: 0.5%) used in calculating the provision.

Additional information on the fair value of ‘non-current liabilities’ can be found in note 38.

December 2013

December 2012

Discount rate
Healthcare cost inflation
Consumer Price Index inflation2

10.1% pa
9.3% pa
7.3% pa

9.5% pa
9.0% pa
7.0% pa

Expected retirement age
Membership discontinued at retirement or death-in-service

65 years
0%

65 years
0%

Opening defined benefit obligation
Current service cost
Interest cost
Employer benefits paid
Net actuarial gain recognised in the year1

81.5
2.8
7.6
(2.0)

78.2
1.3
3.1
(0.9)

(5.7)

(0.2)

Closing defined-benefit obligation

84.2

81.5

Significant assumptions:

Movements in the post-retirement medical aid liability (Rm):

1

2

The implementation of the amended version to IAS 19 Employee Benefits, effective from 1 January 2013, has resulted in the ‘Net actuarial gain recognised in the year’, being accounted
for in other comprehensive income and no longer in the income statement. As the prior financial year net actuarial gains/losses are not material the implementation of IAS 19 Employee
Benefits has been applied prospectively. All other movements in the defined benefit obligation are expensed in the income statement in ‘Employment costs’.

above for a period of three months.
The significant risks faced by Massmart as a result of the post-employment healthcare obligation can be summarised as follows:
The risk that future CPI inflation and healthcare cost inflation are higher than expected and uncontrolled; and
The risk that pensioners live longer than expected and thus their healthcare benefit is payable for longer than expected.
This fund is accounted for as a defined benefit plan and measured using the projected unit credit method. The liability is unfunded. The significant assumptions are listed below. Of
particular importance is the ‘interest rate – medical inflation rate’ gap of 0.8% (December 2012: 0.5%) used in calculating the provision.
December 2013

December 2012

10.1% pa
9.3% pa
7.3% pa
65 years
0%

9.5% pa
9.0% pa
7.0% pa
65 years
0%

Opening defined benefit obligation
Current service cost
Interest cost
Employer benefits paid
Net actuarial gain recognised in the year1

81.5
2.8
7.6
(2.0)

78.2
1.3
3.1
(0.9)

(5.7)

(0.2)

Closing defined-benefit obligation

84.2

81.5
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Significant assumptions:
Discount rate
Healthcare cost inflation
Consumer Price Index inflation2
Expected retirement age
Membership discontinued at retirement or death-in-service

FOR THE YEAR ENDED 29 DECEMBER 2013

25. TRADE AND OTHER PAYABLES

Movements in the post-retirement medical aid liability (Rm):

1

The implementation of the amended version to IAS 19 Employee Benefits, effective from 1 January 2013, has resulted in the ‘Net actuarial gain recognised in the year’, being accounted
for in other comprehensive income and no longer in the income statement. As the prior financial year net actuarial gains/losses are not material the implementation of IAS 19 Employee

2

Benefits has been applied prospectively. All other movements in the defined benefit obligation are expensed in the income statement in ‘Employment costs’.
CPI inflation by itself is not a significant assumption used in the valuation. This assumption has been based on the relationship between current conventional bond yields and current
index-linked bond yields. The healthcare cost inflation exceeds CPI inflation by an average of 2.0% per annum over the long term, which is seen to be appropriate.
The last valuation of the liability for the post-retirement medical aid contributions was performed as at December 2013 by Alexander Forbes, Fellow of the Institute of Actuaries
(December 2012: Alexander Forbes, Fellow of the Institute of Actuaries). The current financial year costs have been assessed in accordance with the advice of independent actuaries.
The net actuarial gain in the current year arose as a result of a combination of the following factors:
Unexpected changes in the membership and membership profile resulted in a net gain of R0.4 million (December 2012: R0.4 million);
Lower than expected healthcare cost inflation resulted in a gain of R0.7 million; and
An unexpected gain of R4.6 million arose as a result of an increase in the real discount rate, ie a increase in the difference between the discount rate and the healthcare cost
inflation assumption from 0.5% per annum to 0.8% per annum.

December 2013
Rm

December 2012
Rm

13,702.5
97.1
220.1
2.7
40.1
92.4

12,601.3
90.6
195.4
10.5
27.6
91.6
91.3

12.0
15.3
136.3
104.5
2,351.2

15.0
10.3
76.7
2,095.2

16,774.2

15,305.5

Trade payables
Operating lease liability – short-term portion
Leave pay accrual
FEC liability
Income received in advance
Insurance premiums received in advance
Rebates and advertising owing to buying members
Shareholders for dividends
Interest accrual
Amounts due to Walmart
Promissory notes
Sundry payables and other accruals

The operating lease liability relates to the lease smoothing adjustment required by IAS 17 Leases. Two leases in the Masswarehouse division included a provision to adjust the lease
payments for changes in store development costs. The impact of these changes resulted in an additional operating lease liability of R14.8 million being raised in the current financial
year, of which R1.3 million is short-term. The long-term portion has been accounted for in note 23.
The Group has financial risk management policies in place to ensure that all payables are paid within the credit timeframe, normally around 60 days. Payables are non-interest bearing
and have an average term of 76 days (December 2012: 68 days). Settlement discounts received range from 1.0% to 2.1% (December 2012: 1.1% to 2.5%).
‘Promissory notes’ represent commitments under a non-cancellable lease agreement of R104.5 million (December 2012: R208.9 million) entered into by Masstores (Pty) Ltd on behalf of
certain Makro stores. In the current financial year the ‘promissory notes’ have been reclassified from ‘operating lease liability’ to ‘promissory notes’ as a result of Massmart acquiring
control of the leased properties. The ‘promissory notes’ are due for payment on 31 December 2013. Additional information can be found in note 31.

Projection of defined benefit obligation
Provided that all actuarial assumptions are borne out in practice the accrued liability is expected to increase each year in line with:
The rate of discount;
Plus the cost of an additional year’s accrual for in-service members (service cost); and

For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these values, see note 38.

Less the benefit payments made by the employer in respect of continuation members.
A projection of results:

December 2014

Defined benefit obligation at December 2013
Current service cost

84.2
2.5

Interest cost
Expected employer benefits paid

8.4
(2.4)

Defined benefit obligation at December 2014

92.7
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Maturity profile of defined benefit obligation
December 2013
Rm

December 2012
Rm

Current liability (payable within 12 months)
Non-current Liability

84.2

81.5

Total expected payments

84.2

81.5

The following payments are expected contributions to the defined benefit plan obligation in future years:

The average duration of the defined benefit plan obligation at the end of the reporting period is 21.4 years (December 2012: 21.5 years).

Central assumption

Decrease

Increase

9.3%
84.2

-1.0%
70.7

1.0%
101.4

% change

-16.0%

20.4%

00..55%
% iinnccrreeaassee oorr ddeeccrreeaassee iinn tthhee rraattee ooff hheeaalltthhccaarree ccoosstt iinnffllaattiioonn ffoorr tthhee nneexxtt 55 yyeeaarrss,, tthheerreeaafftteerr
rreettuurrnniinngg ttoo aa hheeaalltthhccaarree ccoosstt iinnffllaattiioonn ooff 99..33%
%
Defined-benefit obligation in (Rm)
% change

9.3%

-0.5%

0.5%

84.2

82.4

85.9

-8.5%

2.1%

55%
% oorr 1100%
% iinnccrreeaassee iinn tthhee rraattee ooff hheeaalltthhccaarree ccoosstt iinnffllaattiioonn ffoorr tthhee nneexxtt 55 yyeeaarrss,, tthheerreeaafftteerr rreettuurrnniinngg ttoo aa
hheeaalltthhccaarree ccoosstt iinnffllaattiioonn ooff 99..33%
%
Defined-benefit obligation in (Rm)
% change

9.3%

5.0%

10.0%

84.2

103.8
23.3%

127.1
51.0%

10.1%

- 1%

+ 1%

84.2

101.4
20.4%

71.0
-15.7%

65 years
84.2

- 1 year
88.5

+ 1 year
80.2

5.2%

-4.7%

-1.0%
8.6

1.0%
12.9

-18.1%

23.6%

11 yyeeaarr iinnccrreeaassee oorr ddeeccrreeaassee iinn tthhee eexxppeecctteedd rreettiirreem
meenntt aaggee
Defined-benefit obligation in (Rm)
% change

Sensitvity analysis on the aggregate of the current service and interest cost:
11%
% iinnccrreeaassee oorr ddeeccrreeaassee iinn tthhee rraattee ooff hheeaalltthhccaarree ccoosstt iinnffllaattiioonn ffrroom
m pprreevviioouuss vvaalluuaattiioonn
Current service cost and interest cost from the previous valuation (Rm)
% change

Onerous lease provision
Liabilities raised on business acquisitions
Provision for Supplier Development Fund

8.6
101.4
202.5
14.5
327.0

The valuation results are based on a number of assumptions. The value of the defined-benefit obligation could be overstated or understated, depending on the extent to which actual
experience differs from the assumptions adopted.

11%
% iinnccrreeaassee oorr ddeeccrreeaassee iinn tthhee ddiissccoouunntt rraattee
Defined-benefit obligation in (Rm)
% change

December 2013
Rm

Other

Sensitivity analysis

S
Seennssiittvviittyy aannaallyyssiiss oonn tthhee ddeeffiinneedd bbeenneeffiitt oobblliiggaattiioonn::
11%
% iinnccrreeaassee oorr ddeeccrreeaassee iinn tthhee rraattee ooff hheeaalltthhccaarree ccoosstt iinnffllaattiioonn
Defined-benefit obligation in (Rm)

26. CURRENT PROVISIONS AND OTHER

9.0%
10.5

December 2012
Rm
7.3
124.1
225.4
7.0
363.8

Provisions raised against specific assets, for example inventories and trade receivables, are accounted for with those assets and are detailed in the relevant notes.
A provision for Liabilities raised on business acquisitions was accounted for as a non-current provision in the prior financial year but falls into current provisions in this financial year.
Liabilities raised on business acquisitions decreased in the current financial year due to the payment of R100.0 million as a result of contigent consideration hurdles being met from
historic transactions.
The Group established the Supplier Development Fund in line with the judgement of the Competition Appeal Court. The purpose of the fund is to assist the Group’s suppliers, particularly
Black Economic Empowerment suppliers, in order to promote and benefit the growth of their businesses.

Reconciliation of current provisions
Opening
balance
Rm

Reallocated from
non-current
provisions
Rm

Amounts
provided
Rm

Amounts
utilised
Rm

Unused
amounts
reversed
Rm

Closing balance
Rm

7.3
124.1
225.4

68.8
-

7.2
10.5
-

(2.3)
(102.0)
(22.9)

(3.6)
-

8.6
101.4
202.5

December 2013
Onerous lease provision
Liabilities raised on business acquisitions
Provision for Supplier Development Fund
Other

7.0

-

13.9

(5.4)

(1.0)

14.5

363.8

68.8

31.6

(132.6)

(4.6)

327.0

6.2
124.1
9.4

94.9
-

2.9
140.0
4.0

(9.5)
(4.1)

(1.8)
(2.3)

7.3
124.1
225.4
7.0

139.7

94.9

146.9

(13.6)

(4.1)

363.8

December 2012
Onerous lease provision
Liabilities raised on business acquisitions
Provision for Supplier Development Fund
Other
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27. OTHER CURRENT LIABILITIES

Medium-term bank loans
Capitalised finance leases
Massmart Education Foundation loan
Trade finance facility
Short-term bank loan
Lamberti Education Foundation Trust loan
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28. EMPLOYEE SHARE INCENTIVE SCHEMES
December
2013
Rm

December
2012
Rm

329.6
44.7
4.6
117.6

414.7
33.4
4.4
94.9

21.1
14.0

13.8

531.6

561.2

Included in medium-term bank loans above are the loan repayments due within one year and arising from a fixed term loan of
R500.0 million which was secured during the second half of the 2011 financial year repayable quarterly over three years. The
drawdown of the loan occurred on 18 April 2011 at a fixed interest rate of 8.12%. The short-term portion of the loan at the end of
the current financial year is R83.3 million (December 2012: R166.7 million). The loan is secured by intragroup cross suretyships.
The long-term portion has been accounted for in note 23.
Included in medium-term bank loans above are the loan repayments due within one year and arising from a fixed term loan of
R750.0 million which was secured during the second half of the June 2012 financial year repayable quarterly over five years. The
drawdown of the loan occurred on 25 May 2012 at a fixed interest rate of 7.88%. The short-term portion of the loan at the end of
the current financial year is R150.0 million (December 2012: R150.0 million). The loan is secured by intragroup cross suretyships.
The long-term portion has been accounted for in note 23.
Included in medium-term bank loans above are the loan repayments due within one year and arising from a fixed term loan of
R275.0 million which was secured during the second half of the 2013 financial year repayable quarterly over three years. The

Massmart Holdings Limited Employee Share Trust
Massmart introduced a new share incentive scheme in the current financial year referred to as the Employee Share Award Scheme. Massmart Holdings Limited’s shareholders approved
the scheme at the Annual General Meeting held on 22 May 2013. The new scheme entails participation through a Retention Share Grant and/or a Performance Share Award, further
explained below. The first grant of retention and performance awards under the new scheme was made on 16 September 2013. The purpose of the new scheme is to replace the existing
Employee Share Option Awards Scheme which had its last grant date on 1 May 2013. The Employee Share Option Award Scheme will continue to give rise to an equity-settled
share-based payment expense until the financial year ending in December 2018. The final options of this scheme will expire in the 2023 financial year. Both Employee Share Incentive
Schemes are administered through the Massmart Holdings Limited Employee Share Trust.

Employee Share Option Scheme (Old Scheme)
Massmart granted share options entitling certain employees within the Group to its shares under the Employee Share Incentive Scheme. The options were granted by Massmart in its
own shares resulting in them being accounted for as equity-settled share-based payments. Employees are required to be employed up to the date of vesting in order to receive the share
options earned by them. The share-based payment valuation was performed by Alexander Forbes for all periods with respect to the share option awards.
December 2013
000s

December 2012
000s

Total shares and options available to the scheme

39,500

39,500

Total shares and options available to the scheme

39,500

39,500

Shares and treasury shares issued to the scheme

(16,493)

(16,493)

Remaining capacity for issue in terms of the JSE practice

23,007

23,007

drawdown of the loan occurred on 28 November 2013 at a fixed interest rate of 7.23%. The short-term portion of the loan at the end
of the current financial year is R91.7 million (December 2012: Nil). The loan is secured by intragroup cross suretyships. The
long-term portion has been accounted for in note 23.
Included in medium-term bank loans above are other loans with a short-term portion of R4.6 million (December 2012: R4.2 million).
A fixed term loan of R500.0 million which was secured during the second half of the 2010 financial year at a fixed interest rate of

Opening balance of shares and options
New shares and options offered to employees and executive directors
Shares and options sold by employees and directors
Shares repurchased from/ forfeited by employees and options lapsed/ forfeited

11,579
805
(1,437)
(393)

11,085
1,676
(988)
(194)

Closing balance of shares and options

10,554

11,579

9.8% was settled in the current financial year. The short-term portion of the loan at the end of the current financial year is nil
(December 2012: R93.8 million).
Capitalised finance leases include vehicle, fixtures, fittings, plant and computer equipment and property leases, repayable in
monthly installments varying from one to five years at varying interest rates between 5.8% and 13.8% (December 2012: between
8.0% and 16.0%). The long-term portion has been accounted for in note 23.

The closing balance includes 830,973 (December 2012: 1,121,116) shares and 9,723,039 (December 2012: 10,457,825) options. Shares and options previously issued to employees who
then subsequently left the Group are excluded from the figures above. The amendments needed to bring the Share Trust rules in line with the new JSE Schedule 14 requirements were
approved by the shareholders at the AGM on 24 November 2010.

The capitalised finance leases are secured by moveable assets with a book value of R67.2 million (December 2012: R56.3 million)
and the property lease by the value of the underlying land amounting to R31.4 million (December 2012: R33.4 million). These
assets are accounted for in note 12.
The Massmart Education Foundation loan represents cash reserves invested with Group Treasury.
The ‘trade finance facility’ is an offshore US Dollar facility available for working capital requirements. The Group has used this

Vesting occurs over a five-year period as follows:
- 25% two years after the offer date;
- 50% three years after the offer date;

facility to fund four African working capital loans – namely Botswana, Ghana, Malawi and Mozambique (2012: Botswana, Ghana,
Malawi and Mozambique). The facility is capped at USD 20.0 million, of which the Group has utilised USD 11.2 million (December
2012: USD 11.0 million) at the year-end.
The ‘short-term bank loan’ is an offshore US Dollar facility entered into in the current financial year for capital expenditure
requirements in Africa. The Group has drawndown USD 2.0 million of the USD 30.0 million facility at year-end.

- expires ten years after the offer date.

The Lamberti Education Foundation Trust loan represents cash reserves invested with Group Treasury.
For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these values, see note 38.

Options may be exercised at any time, but shares arising out of options may only be sold when they have vested with the participant.

- 75% four years after the offer date;
- 100% five years after the offer date; and
In terms of the scheme rules, all share loans on offers must be repaid or options exercised no later than 10 years from the offer date.

The following options granted to employees and directors in terms of the Massmart Employee Share Incentive Scheme (the Old Scheme) have not yet been exercised:

Employee Share Awards Scheme (New Scheme)

No of options
Exercise
price (R)

No of options at
December 2012

forfeited and
expired

No of options
exercised

New options granted

No of options closing
balance

Offer date

Expiry date

1 April 2005
27 May 2005
31 May 2005
1 November 2005
30 November 2005
1 April 2006
23 May 2006
25 August 2006
1 October 2006
15 November 2006
23 February 2007

31 March 2015
26 May 2015
30 May 2015
31 October 2015
29 November 2015
31 March 2016
22 May 2016
24 August 2016
30 September 2016
14 November 2016
22 February 2016

41.91
42.97
42.88
51.91
51.19
58.74
54.13
51.93
56.42
62.04
67.79

47,000
16,753
12,570
1,240
8,622
16,093
36,196
5,547
3,674
16,905
60,918

-

3,450
12,570
244
5,004
8,428
13,333
823
3,674
2,205
28,766

-

47,000
13,303
996
3,618
7,665
22,863
4,724
14,700
32,152

2 April 2007
24 May 2007
24 August 2007
30 November 2007
1 April 2008
26 May 2008
1 September 2008
27 October 2008

1 April 2017
23 May 2017
23 August 2017
29 November 2017
31 March 2018
25 May 2018
31 August 2018
26 October 2018

82.67
94.25
80.75
71.58
66.91
72.86
79.86
72.42

6,432
315,046
50,657
49,392
356,000
916,631
170,570
129,126

683
-

859
75,973
9,441
36,538
127,398
325,358
50,406
-

-

5,573
239,073
41,216
12,854
228,602
590,590
120,164
129,126

15 November 2008
1 March 2009

14 November 2018
28 February 2019

79.91
70.71

32,549
117,833

-

10,139

-

32,549
107,694

27 May 2009
1 September 2009
1 October 2009
16 November 2009
1 March 2010
1 April 2010
1 May 2010

26 May 2019
31 August 2019
30 September 2019
15 November 2019
28 February 2020
31 March 2020
30 April 2020

77.55
79.15
87.60
88.71
90.49
108.95
110.00

884,547
53,426
23,038
27,365
133,028
79,423
43,995

11,790
3,776
21,989
-

248,668
9,989
5,115
8,545
19,253
38,342
11,247

-

624,089
39,661
17,923
18,820
113,775
19,092
32,748

1 September 2010
1 September 2011
1 November 2011
1 March 2012

31 August 2020
31 August 2021
31 October 2021
28 February 2022

120.42
153.84
157.27
174.88

243,172
3,543,023
468,863
437,786

8,030
169,830
36,498
16,308

35,527
55,092
-

-

199,615
3,318,101
432,365
421,478

1 April 2012
16 May 2012
1 September 2012
15 October 2012
01 March 2013

31 March 2022
15 May 2022
31 August 2022
14 October 2022
28 February 2023

164.09
159.62
168.03
167.06
186.05

122,954
377,779
1,271,853
377,819
-

36,696
56,090
31,497

-

770,881

122,954
377,779
1,235,157
321,729
739,384

01 May 2013

30 April 2023

187.53

-

-

-

33,907

33,907

10,457,825

393,187

1,146,387

804,788

9,723,039

Massmart granted share awards entitling certain employees within the Group to fully-paid shares under the Employee Share Incentive Scheme. The awards were granted by Massmart in
its own shares resulting in the awards being treated as equity-settled share-based payments. The Employee Share Award Scheme is split into two incentive structures, mainly, retention
and performance awards. Retention shares require the employee to remain employed at the date of vesting in order to receive the shares earned by them. Performance shares are subject
to non-market conditions in years 1, 2 and 3 based on 50% Group Return of Investment (ROI) and 50% of Group nominal sales against the budgeted equivalent for that year. The
share-based payment valuation was performed using a valuation system acquired by the Group with the necessary model inputs having been determined by management. Management
derived these inputs through consultation with various financial institutions, and they are representative of the market data available for Massmart Holdings Limited’s share at the
reporting date. Vesting occurs over a five-year period for retention awards and over a three-year period for performance awards as follows:
Retention
Performance
Awards
Awards
- Three years after the offer date
- Four years after the offer date
- Five years after the offer date

33%
33%
33%

100%
N/A
N/A

Expense Charged to Profit or Loss
The expense recognised for employee services received during the year on equity-settled share-based payment transactions is shown in the following table:
December 2013
Rand
105.7
3.3

Expense arising from Employee Share Option Scheme (Old Scheme)
Expense arising from Employee Share Awards Scheme (New Scheme)
Total expense arising from equity-settled share-based payment transactions

December 2012
Rand
68.5
-

109.0

68.5

Movement in the Year
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Details of the share options outstanding during the year are as follows:
December 2013
Number of

December 2012

Weighted
average

Weighted average

share options

exercise price
Rand

Number of share options

exercise price
Rand

Outstanding at the beginning of the year

10,457,825

130.0

9,702,840

119.5

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

804,788
(393,187)
(1,146,387)

186.1
154.5
81.4

1,676,064
(194,474)
(726,605)

167.8
140.1
73.7

Outstanding at the end of the year

9,723,039

139.4

10,457,825

130.0

Exercisable at the end of the year

3,073,096

2,088,773

In December 2013, the weighted average share price at the date of exercise for share options exercised during the year was R184.24. The options outstanding at the end of the year had a
weighted average remaining contractual life of 7.2 years. Options were granted on 1 March 2013 and 1 May 2013. The estimated fair values of the options granted on these dates were
R52.69 and R49.48.
In December 2012, the weighted average share price at the date of exercise for share options exercised during the year was R174.99. The options outstanding at the end of the year had a
weighted average remaining contractual life of 7.8 years. Options were granted on 1 September 2012 and 15 October 2012. The estimated fair values of the options granted on these
dates were R47.63 and R47.97.
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Details of the Group share awards issued during the year were as follows:
December 2013
Retention awards
16 September 2013
Performance awards
16 September 2013
Total awards issued at the end of the year

December 2012

Number of
share awards
379,863

Vesting
Period
2016 to 2018

Number of share awards
-

Vesting Period
-

841,951

2016

-

-

1,221,814

At the reporting date the estimated fair values of the retention awards granted was R32.19 and the performance awards was R31.46. No Employee Share Award Scheme share-based
payments were issued in the prior year.

Shares to Satisfy Awards and Options
It is Massmart’s practice to satisfy awards and options granted under the Executive Share Incentive Scheme through shares purchased in the market and held by the Massmart Holdings
Limited Employee Share Trust, which was established for the purpose of satisfying awards under the Executive Share Incentive Scheme, and is funded by the Company.

On 1 October 2012, the final conversion for the beneficiaries took place. In December 2012, the weighted average share price at the date of exercise for share options was R168.24.
Additional information can be found in note 22.

Fair Value of Employee Share Awards
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These fair values were calculated using the Black Schöles Model. The inputs into the model were as follows:
Weighted average share price (Rand) at grant dates
Expected volatility
Expected life
Risk-free rate
Expected dividend yield

December 2013

December 2012

189.32
27.57% – 28.53%
5 – 6 years
5.66% – 6.11%
2.5% – 5.0%

170.30
29.2% – 29.65%
5 – 6 years
5.95% – 6.2%
2.5% – 5.0%

Expected volatility was determined by calculating the historical volatility of the Company’s share price over the number of previous years corresponding with the option lifetime. The
expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations. The
risk-free rate used was the implied yield on a South African zero-coupon government bond issued over the appropriate expected life of the option.
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These fair values were calculated using the Lattice Model. The inputs into the model at Reporting Date were as follows:
Retention awards
Weighted average share price (Rand)
Expected volatility
Expected life
Risk-free rate
Expected dividend yield
Performance awards
Weighted average share price (Rand)
Expected volatility
Expected life
Risk-free rate
Expected dividend yield

Massmart Thuthukani Empowerment Trust

December 2013

December 2012

171.49

-

19.92% – 26.19%
2.75 – 4.75 years
6.61% – 7.33%

-

3.52%

-

171.49
19.92%
2.75 years
6.61%
3.52%

-

December 2013

000s

Total shares and options available to participants of the scheme in the Trust

-

18,000

Opening balance of share units
Shares sold

-

1,053
(1,053)

Closing balance of share units

-

-

The following options granted to eligible employees in terms of the Massmart Thuthukani Empowerment Trust had not yet been exercised in the prior financial year:
No of options
Exercise
No of options
forfeited and
No of options
No of options closing
Offer date
Expiry date
price (R)
opening balance
expired
exercised
balance

December 2012
1 October 2006

30 September 2012

50.0

1,052,860

-

1,052,860

-

Massmart Black Scarce Skills Trust
The Black Scarce Skills Trust is a share-scheme used to attract and retain African, Coloured and Indian employees. The Executive Committee of each of the divisions and the Massmart
Remuneration Committee submit their nominations to the Black Scarce Skills Trust trustees for approval, upon which allocations are made bi-annually in April and October of each year. A
beneficiary can only receive one allocation.

December 2013
Expected volatility was determined by calculating the historical volatility of the Company’s share price over the number of previous years corresponding with the share awards vesting
period. The expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restrictions and behavioural
considerations. The risk-free rate used was the swap rate over the vesting period of the share award.

December 2012

000s

December 2012

000s

000s

Total preference shares available to the scheme to participants of the scheme in the Trust

3,979

3,979

Reconciliation of units
Opening balance of share units
New share units offered to employees
Shares sold by employees
Share units repurchased from/forfeited by employees and options lapsed/forfeited

1,755
1,094
(369)
(132)

1,740
250
(155)
(80)

Closing balance of share units

2,348

1,755

In December 2013, the weighted average share price at the date of exercise for share options exercised during the year was R179.30. The options outstanding at the end of the year had a
weighted average remaining contractual life of 3.8 years. Options were granted on 1 April 2013 and 1 October 2013. The estimated fair values of the options granted on these dates were
R37.21 and R37.03.
In December 2012, the weighted average share price at the date of exercise for share options exercised during the year was R131.54. The options outstanding at the end of the year had a
weighted average remaining contractual life of 3.3 years. Options were granted on 1 October 2012. The estimated fair values of the options granted on this date was R36.09.
Vesting occurs over a five-year period as follows:
- 25% two years after the offer date;
- 50% three years after the offer date;
- 75% four years after the offer date;
- 100% five years after the offer date; and
- expires five years after the offer date.

The following options granted to eligible employees in terms of the Massmart Black Scarce Skills Trust have not yet been exercised:
No of options
Offer date

Expiry date

Exercise
price (R)

No of options
opening balance

forfeited and
expired

No of options
exercised

New options granted

No of options closing
balance

8,799
4,717
306

-

10,873
4,290
76,582
571,491
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December 2013
1 April 2008
1 October 2008
1 April 2009
27 May 2009
1 April 2010
1 October 2011

31 March 2013
30 September 2013
31 March 2014
26 May 2014
31 March 2015
30 September 2016

66.97
75.52
71.96
77.56
108.95
143.74

177,607
139,187
15,601
5,064
97,076
669,336

2,135
61,118

168,808
134,470
4,422
774
18,359
36,727

1 April 2012
1 October 2012
1 April 2013
1 October 2013

31 March 2017
30 September 2017
30 March 2018
30 September 2018

164.09
166.91
189.13

406,705
244,609
-

31,360
20,731
2,500
-

5,957
-

184,633
909,444

369,388
223,878
182,133
909,444

1,755,185

131,666

369,517

1,094,077

2,348,079

170.31

December 2012
30 November 2007
1 April 2008
1 October 2008
1 April 2009

29 November 2012
31 March 2013
30 September 2013
31 March 2014

71.58
66.97
75.52
71.96

1,322
217,420
193,558
19,019

1,322
26,751
48,066
306

13,062
6,305
3,112

-

177,607
139,187
15,601

27 May 2009
1 April 2010
1 October 2011
1 April 2012

26 May 2014
31 March 2015
30 September 2016
31 March 2017

77.56
108.95
143.74
164.09

5,838
125,425
741,406
436,083

774
2,995
-

25,354
72,070
29,378

-

5,064
97,076
669,336
406,705

1 October 2012

30 September 2017

166.91

-

-

5,608

250,217

244,609

1,740,071

80,214

154,889

250,217

1,755,185

175.91
19.66% – 28.03%
3 – 5 years
5.5% – 7.0%

168.42
21.2% – 29.19%
3 – 5 years
5.4% – 5.8%

2.3% – 2.4%

2.5% – 5.0%

These fair values were calculated using the binomial model. The inputs into the model were as follows:
Weighted average share price (Rand) at granting dates
Expected volatility
Expected life
Risk-free rate
Expected dividend yield

Expected volatility was determined by calculating the historical volatility of the Company’s share price over the number of previous years corresponding with the option lifetime. The
expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations.
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Commitments in respect of capital expenditure approved by directors:
Commitments in respect of capital expenditure approved by directors:

December 2013
December 2013
Rm
Rm

December 2012
December 2012
Rm
Rm

December 2013
Rm

December 2012
Rm

925.2
925.2
23.6
23.6
83.4
83.4
20.1
925.2
20.1
69.3
23.6
69.3
15.6
83.4

713.1
713.1
37.3
37.3
9.5
9.5
62.3
713.1
62.3
14.3
37.3
14.3
7.2
9.5

Commitments
Contracted for in respect of capital expenditure approved by directors:

Contracted
for
Stores to be opened
Stores to be centre
openedto be opened
Distribution
Distribution
Contracted
for to be opened
Stores
to be centre
refurbished
Stores to
to be
be
refurbished
Purchase
of plant
and equipment
Stores
opened
Purchase
of centre
plantsystem
and
equipment
Purchase
of
new
software
Distribution
to be
opened
Purchase
of new
new
system software
Purchase
of
computer
hardware
Stores to be
refurbished

Purchase of
of motor
new
hardware
Purchase
vehicles
plantcomputer
and
equipment
Purchase
of
vehicles
Store
relocations
Purchase
of motor
new system
software
Store
relocations
Store
conversions
Purchase
of new computer hardware

15.6
0.2
20.1
0.2
50.1
69.3
50.1
30.4
15.6

Store
conversions
Minor
revamps
Purchase
of motor vehicles
Minor relocations
revamps
Store

Store conversions
Not contracted
Minor
revamps for
Not
contracted
for
Stores
to be opened
Stores
Stores to
to be
be opened
refurbished
Stores
to be
refurbished
Not
contracted
for
Purchase
of plant
and equipment
Purchase
of new
plant
and equipment
Purchase
of
system
software
Stores
to be
opened

30.4
31.4
0.2
31.4
50.1
1,249.3
1,249.3
30.4
31.4
259.4
1,249.3
259.4
50.1
50.1
162.9
162.9
41.4
259.4

Distribution
centreand
to be
opened
Minority
buyouts
acquisitions
Store conversions
Minority
buyouts
and acquisitions
Logistical
expansion
Minor
revamps
Logistical expansion
Distribution
centre to be opened

20.0
94.020.0
22.5
88.5
22.5783.4

Purchase
of new
new
system software
Purchase
of
computer
hardware
Stores to be
refurbished
Purchase of
of motor
new
hardware
vehicles
Purchase
plantcomputer
and
equipment
Purchase
of new
motor
vehicles
Store
conversions
Purchase
of
system
software
Store conversions
Minor
revamps
Purchase
of new computer hardware
Minor revamps
Distribution
be opened
Purchase
of centre
motor to
vehicles

41.4
14.2
50.1
14.2
30.4
162.9
30.4
94.0
41.4
94.0
88.5
14.2
88.530.4

783.4
20.0
2,032.7
22.5
2,032.7

Minority buyouts and acquisitions
Logistical expansion
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7.2
1.0
62.3
1.0
53.8
14.3
53.8
7.256.3
1.056.3
53.8
954.8

954.856.3
225.0
954.8
225.0
14.2
14.2
143.4
143.4
85.1
225.0
85.1
48.4
14.2
48.4
19.0
143.4
19.0
67.5
85.1
67.5
55.6
48.4
55.6
57.3
19.0
57.3
67.555.6-57.3715.5

715.51,670.3
1,670.3-

783.4 this right. The amount
715.5
Massmart has the right of first refusal on the sale of any shares by non-controlling shareholders in various Masscash stores. Historically Massmart has exercised
Massmart
has
the right
of first
refusal exercise
on the sale
of any totals
sharesR309.6
by non-controlling
shareholders
in various
Masscash stores. Historically Massmart has 2,032.7
exercised this right. The amount
1,670.3
to be paid in
future,
should
Massmart
its rights,
million (December
2012: R370.5
million).
to be paid
in future, should
Massmart
exercise
its rights,
totals R309.6 million (December 2012: R370.5 million).
Capital
commitments
will be
funded using
current
facilities.
Capital
commitments
will
funded
using
current
facilities.
Massmart
has the right
ofbe
first
refusal
on the
sale of
any shares by non-controlling shareholders in various Masscash stores. Historically Massmart has exercised this right. The amount
to be paid in future, should Massmart exercise its rights, totals R309.6 million (December 2012: R370.5 million).
Capital commitments will be funded using current facilities.
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29. RETIREMENT BENEFIT INFORMATION
All full-time permanent Massmart staff are members of either the Massmart Pension Fund, the Massmart Provident Fund or the SACCAWU National Provident Fund. These funds are
defined contribution funds and are subject to the Pension Funds Act, 1956. Following the recent acquisitions, many of their staff are still members of the retirement funds of the previous

31. OPERATING LEASE COMMITMENTS

business owners. Projects are underway to transfer these employees to one of the above funds in future.
The Massmart Pension Fund and Massmart Provident Fund have been classified as valuation exempt. The Board of Trustees succesfully submitted applications for exemption from
valuation in 2013 and the funds were, therefore, exempt from the provisions of sections 9A and 16 of the Pension Funds Act, with effect from 28 February 2013. The exemption granted
was a permanent valuation exemption at that stage. However, the Financial Services Board has in 2014 published Information Circular 2 of 2014 wherein they indicated that permanence
of valuation exemption is being reviewed and will most likely be withdrawn. Consequently the fund exemptions may expire on 28 February 2016. The fund will reapply if required.

Land and buildings

Contributions received by the funds for the year ended 30 December 2013 amounted to R410.0 million (December 2012: R192.0 million). The Group’s contribution of R245.4 million
(December 2012: R115.0 million) was included in the income statement for the year in ‘Employee costs’.

Year 1
Years 2 to 5
Subsequent to year 5

December 2013
Rm

December 2012
Rm

1,639.8
6,164.5
6,606.4

1,430.8
5,537.4
6,379.9

14,410.7

13,348.1

5.2
6.9

4.9
7.9

12.1

12.8

11.0
11.9

10.2
12.3

Plant and equipment
Year 1
Years 2 to 5

Other
Year 1
Years 2 to 5

22.9

22.5

14,445.7

13,383.4

Promissory notes represent commitments under a non-cancellable lease agreement of R104.5 million (December 2012: R208.9 million) entered into by Masstores (Pty) Ltd on behalf of
certain Makro stores. The promissory notes have been reclassified from ‘operating lease liability’ to ‘promissory notes’ as a result of the Group acquiring control of the leased properties
in the current financial year. The final promissory notes of R104.5 million are due for payment on 31 December 2013, and due to the short-term nature of the cash outflow the carrying
amount represents the present value at the reporting date. In the prior reporting period the promissory notes had a discounted present value of R193.6 million, applying a discount rate of
10.5%. The lease terminates in December 2020. Additional information can be found in note 25.
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32. CONTINGENT LIABILITIES

34. DIRECTORS’ EMOLUMENTS
December 2013
Rm

December 2012
Rm

-

-

Contingent liabilities

The comments below provide further background and context to the figures disclosed in this note, Directors’ emoluments, and Interests of directors in the Company’s Share Scheme
(note 35).

There are no current or pending legal or arbitration proceedings, of which the Group is aware, which would have a material adverse effect on the Group’s financial position.

GM Pattison
Following a third party executive remuneration analysis which assessed positions of similar stature and complexity, the Remuneration Committee awarded Grant a 25.0% increase to his
salary and allowances in January 2013. In terms of the Group’s Short-term Executive Incentive Scheme which rewards executives based on the Group’s actual financial performance
compared to the Plan for the same year, he received no bonus. The Committee however, awarded him a qualitative bonus of three months (R1.30 million) in recognition of the strategic
initiatives successfully implemented in 2013.
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During the 53 weeks ended 29 December 2013 Grant did not convert or sell any Massmart options, but did sell 100,000 shares from the Pattison Family Trust, realising a pre-tax gain on
sale of shares of R18.8 million.
Through the Employee Share Option Scheme, Grant holds 684,021 Massmart shares and options of which 42,202 shares and 158,603 options are held in the Pattison Family Trust, of
which Grant is a beneficiary. The average length of time that he has held these is 6.1 years and the average strike price is R80.58 per share. The Pattison Family Trust also directly owns

33. RELATED-PARTY TRANSACTIONS

118,055 Massmart shares.
December 2013

December 2012

53 weeks

52 weeks

Rm

Rm

Through the Employee Share Awards Scheme, Grant was awarded 28,705 conditional performance awards and 9,569 retention awards on 16 September 2013.

GRC Hayward
The Remuneration Committee awarded Guy a 6.0% increase to his salary and allowances in July 2013. In terms of the Group’s Short-term Executive Incentive Scheme which rewards
executives based on the Group’s actual financial performance compared to the Plan for the same year, he received no bonus. The Committee however awarded him a qualitative bonus of
three months (R0.92 million) in recognition of his sound direction of the operating Divisions in 2013.

Transactions between the Company and its subsidiaries, which are related parties of the Company, have been eliminated on
consolidation and are not disclosed in this note. Details of transactions between the Group and other related parties are disclosed
below.

During the 53 weeks ended 29 December 2013 Guy did not convert or sell any Massmart options or shares.

Compensation of key management personnel:
The remuneration of executive directors and other key management were as follows:
Short-term benefits (salaries, benefits and short-term incentives)
Retirement benefits

59.5
2.3

36.0
1.7

Other long-term benefits
Gains on exercise of share options

3.0
11.6

2.3
52.6

76.4

92.6

Key management is defined as the 13-person (December 2012: 13-person) Massmart Executive Committee.
The remuneration of directors and key executives is determined by the Nomination and Remuneration Committee having regard to the performance of individuals and market trends.
There was no movement to the Executive Committee in the current financial year. Four members of the Executive Committee resigned in the prior financial year.

Other related-party transactions:
The Walmart transaction costs are behind us and integration costs are now included as part of our normal operating costs. In the prior financial year Walmart transaction, integration and
related costs comprised professional fees, integration costs, expatriate costs, share-based payments, travel, consulting costs and other direct expenses relating to the Walmart
transaction, as well as the additional R140.0 million being the increase in the Supplier Development Fund required by the judgement of the Competition Appeal Court. Of the Walmart
integration and related costs, an amount due to Walmart of R136.3 million (December 2012: R76.7 million) remains unpaid at the end of the current financial year and has been included
in ‘Amount due to Walmart’ in note 25. An amount due from Walmart of R10.3 million (December 2012: R0.5 million) remains receivable at the end of the current financial year and has
been included in ‘other accounts receivable’ in note 19. As a shareholder, Wal-Mart Stores Inc. receives dividends from Massmart Holdings Ltd. Of the dividend paid on 25 March 2013 for
275.0 cents, an amount of R313.1 million was paid to Wal-Mart Stores Inc. and of the dividend paid on 16 September 2013 for 146.0 cents, an amount of R166.2 million was paid to
Wal-Mart Stores Inc.
During the current financial year the Group secured a medium-term loan with Walmart repayable after five years. Interest of 7.46% is repaid quarterly. The loan of R600.0 million is
accounted for under interest-bearing non-current liabilities. Additional information can be found in note 23.
From time to time, in the normal course of business, Massmart and its divisions make use of private aircraft hired from competitively selected charter companies, two of which operate
aircraft that is indirectly beneficially owned by the Group’s “outgoing” Chairman, Mark Lamberti.
The Group holds cash reserves on behalf of the Group’s “outgoing” Chairman, Lamberti Education Foundation Trust. Additional information can be found in note 27.
Loans to directors have been disclosed in note 16.
The post-retirement medical aid liability, Massmart Pension Fund and Massmart Provident Fund are managed for the benefit of past and current employees of the Group. Additional
information can be found in note 24 and note 29.

Through the Employee Share Option Scheme, Guy holds 456,906 Massmart shares and options of which 19,912 shares are held in the Bluett-Hayward Trust, of which Guy is a
discretionary beneficiary. The average length of time that he has held these is 3.3 years and the average strike price is R124.67 per share. Guy also owns 36,517 Massmart shares
directly.
Through the Employee Share Awards Scheme, Guy was awarded 20,848 conditional performance awards and 6,650 retention awards on 16 September 2013.

I Zwarenstein
The Remuneration Committee awarded Ilan a 6.0% increase to his salary and allowances in July 2013. In terms of the Group’s Short-term Executive Incentive Scheme which rewards
executives based on the Group’s actual financial performance compared to the Plan for the same year, he received no bonus. The Committee however, awarded him a qualitative bonus of
three months (R0.56 million) in recognition of the high standards achieved in the Group’s Finance and Accounting functions.
During the 53 weeks ended 29 December 2013 Ilan converted and sold 15,328 Massmart options, realising a pre-tax gain on exercise of share options of R1.9 million.
Through the Employee Share Option Scheme, Ilan holds 167,331 options. The average length of time that he has held these is 2.2 years and the average strike price is R151.44 per share.
Through the Employee Share Awards Scheme, Ilan was awarded 12,759 conditional performance awards and 4,253 retention awards on 16 September 2013.

Gains on

NOTES TO THE ANNUAL GROUP FINANCIAL STATEMENTS 35-44

exercise of
Services as
directors of

Bonuses and

Massmart

performance
related

Retirement

Fringe benefit

share

of interest-free
loans used to

options and

FOR THE YEAR ENDED 29 DECEMBER 2013

on shares

Holdings
Limited

Salary and
allowances

payments1

Other
benefits

and related
benefits

finance

Subtotal

shares2

purchased
by directors

Total

R000

R000

R000

R000

R000

R000

R000

R000

R000

Details of directors’ shares and share options per director:

For the 53 week year ended
December 2013
EExxeeccuuttiivvee ddiirreeccttoorrss
Pattison, GM
Hayward, GRC
Zwarenstein, I
N
Noonn--eexxeeccuuttiivvee ddiirreeccttoorrss
Lamberti, MJ3
Seabrooke, CS
Cheesewright, D
Davis, JA
Gwagwa, NN
Langeni, P
Suarez, JP
P
Prreessccrriibbeedd O
Offffiicceerrss
Prescribed Officer A
Prescribed Officer B
Prescribed Officer D
Prescribed Officer E
Prescribed Officer F
Prescribed Officer G
Prescribed Officer I
Prescribed Officer K
Prescribed Officer L
Prescribed Officer M
Total
1
2
3
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-

5,215

1,304

772

365

7,656

1,413

-

9,069

-

3,560

916

686

249

5,411

814

-

6,225

2,447

561

113

153

3,274

1

1,863

5,138

-

11,222

2,781

1,571

767

16,341

2,228

1,863

20,432

1,213

-

-

-

-

1,213

-

-

1,213

Balance at June 2012

1,256

-

-

-

-

1,256

-

-

1,256

Options exercised

-

-

-

-

-

-

-

-

-

451

-

-

-

-

451

-

-

451

689

-

-

-

-

689

-

-

689

-

-

-

-

-

-

-

-

-

-

-

-

-

3,609

-

-

3,609

-

-

-

-

-

9,712
6,161
3,694
4,327
7,756
2,530
2,831
2,979
2,930
2,582

370
6
229
43
73

2,702
5,904
389
719
-

12,784
6,161
9,604
4,327
8,145
2,759
3,593
2,979
2,930
2,655

-

-

-

-

-

45,502

721

9,714

55,937

3,609

11,222

2,781

1,571

767

65,452

2,949

11,577

79,978

Services as
directors of
Massmart
Holdings
Limited
R000

Salary and
allowances
R000

Bonuses and
performance
related
payments1
R000

Other
benefits
R000

Retirement
and related
benefits
R000

Subtotal
R000

Fringe benefit
of interest-free
loans used to
finance
shares2
R000

-

N
Noonn--eexxeeccuuttiivvee ddiirreeccttoorrss
Lamberti, MJ
Seabrooke, CS
Cheesewright, D3
Davis, JA
Gwagwa, NN
Langeni, P
Suarez, JP

P
Prreessccrriibbeedd O
Offffiicceerrss
Prescribed Officer A
Prescribed Officer B
Prescribed Officer C4
Prescribed Officer D
Prescribed Officer E
Prescribed Officer F
Prescribed Officer G
Prescribed Officer H
Prescribed Officer I
Prescribed Officer J
Prescribed Officer K
Prescribed Officer L
Prescribed Officer M
Prescribed Officer N4
Total

1

2,085 1,728
1,187 5,000

(R 000′s)

1 April 2005

41.90

174.50

(49,000)

6,495

684,021

6,495

Expiry date

733,021

Balance at December 2012
Options exercised/shares sold

-

-

-

Balance at December 2013
Comprising:

-

-

684,021

-

1 April 2005
23 May 2006

41.90
54.13

47,000
367,500

31 March 2015
22 May 2016

24 May 2007
26 May 2008

94.25
72.86

26,948
41,768

23 May 2017
25 May 2018

27 May 2009

77.56

42,202

26 May 2019

1 September 2011

153.84

158,603

31 August 2021

16 September 2013
16 September 2013

-

-

28,705
9,569

Comprising: Performance awards

16 September 2013

-

-

28,705

-

-

Retention awards

16 September 2013

-

-

9,569

-

-

1 April 2005
23 May 2006

41.90
54.13

168.9
168.9

(98,000)
(73,500)

12,410
8,409

456,906

20,819

Employee Share Awards Scheme (note 28)
Balance at December 2012
Performance awards granted
Retention awards granted

Balance at December 2013

-

38,274

Employee Share Option Scheme (note 28)
Balance at June 2012
Shares sold
Shares sold

628,406

Balance at December 2012
Options exercised/ shares sold

-

-

-

Balance at December 2013
Total
R000

-

325
262
6

219
182
111

2,629
2,172
1,304

751
490
2

6,495
20,819
1,998

9,875
23,481
3,304

-

593

512

6,105

1,243

29,312

36,660

505
460

-

-

-

-

505
460

-

-

505
460

183
296
-

-

-

-

-

183
296
-

-

-

183
296
-

1,444

-

-

-

-

1,444

-

-

1,444

-

-

-

-

-

6,099
3,420

243
4

4,524
4,665

10,866
8,089

-

-

-

-

-

1,892
1,523
5,218
3,400
1,000
2,152
1,139
1,607
1,597
1,115
1,030

314
4
120
39
148
38

5,566
4,801
39
1,850
452
1,390
-

7,772
6,328
5,218
3,439
2,970
2,604
2,568
1,755
1,597
1,115
1,068

-

-

-

-

-

451

87

-

538

-

-

-

-

-

31,643

997

23,287

55,927

1,444

5,000

-

593

512

39,192

2,240

52,599

94,031

In order to match incentive awards with the performance to which they relate, bonuses above reflect the amounts accrued in respect of each year and not amounts paid in that year.
Held in terms of the rules of the Company’s share scheme.
3
Appointed 20 August 2012.
4
Resigned in the year ended December 2012.
2

Gain on
sale/exercise

options

Employee Share Option Scheme (note 28)

For the 26 week year ended
December 2012
EExxeeccuuttiivvee ddiirreeccttoorrss
Pattison, GM
Hayward, GRC
Zwarenstein, I

Number of
shares/share

(R)

Hayward, GRC

In order to match incentive awards with the performance to which they relate, bonuses above reflect the amounts accrued in respect of each year and not amounts paid in that year.
Held in terms of the rules of the Company’s share scheme.
Resigned with effect from 10 April 2014.

Gains on
exercise of
share
options and
on shares
purchased
by directors
R000

Market price

(R)

Pattison, GM

-

3,609

Subscription
price
Relevant date

-

-

456,906

-

24 May 2007
1 April 2008
26 May 2008
27 May 2009

94.25
66.91
72.86
77.56

-

24,444
19,912
36,573
105,448

23 May 2017
31 March 2018
25 May 2018
26 May 2019

1 September 2011
16 May 2012

153.84
159.62

-

120,987
149,542

31 August 2021
15 May 2022

16 September 2013
16 September 2013

-

-

20,848
6,950

16 September 2013
16 September 2013

-

-

20,848
6,950

1 April 2008
26 May 2008
27 May 2009

66.91
72.86
77.56

172.4
172.4
172.4

(5,484)
(10,840)
(3,676)

576
1,075
347

182,659

1,998

1 April 2008
26 May 2008
27 May 2009

66.91
72.86
77.56

196.0
196.0
196.0

(2,742)
(5,234)
(7,352)

354
644
871

167,331

1,868

26 May 2008
27 May 2009
1 September 2011
16 May 2012

72.86
77.56
153.84
159.62

-

8,037
3,677
63,941
91,676

16 September 2013
16 September 2013

-

-

12,759
4,253

16 September 2013
16 September 2013

-

-

Employee Share Awards Scheme (note 28)
Balance at December 2012
Performance awards granted
Retention awards granted

Balance at December 2013
Comprising: Performance awards
Retention awards

-

27,798
-

-

Zwarenstein, I
Employee Share Option Scheme (note 28)
Balance at June 2012
Options exercised
Options exercised
Options exercised

202,659

Balance at December 2012
Options exercised
Options exercised
Options exercised

Balance at December 2013
Comprising:

25 May 2018
26 May 2019
31 August 2021
15 May 2022

Employee Share Awards Scheme (note 28)
Balance at December 2012
Performance awards granted
Retention awards granted

-

Balance at December 2013
Comprising: Performance awards
Retention awards

-

17,012

Shares and options at reporting date can be found in the Director’s Report.

12,759
4,253

-

-

NOTES TO THE ANNUAL GROUP FINANCIAL STATEMENTS 35-44

NOTES TO THE ANNUAL GROUP FINANCIAL STATEMENTS 35-44

FOR THE YEAR ENDED 29 DECEMBER 2013

FOR THE YEAR ENDED 29 DECEMBER 2013

36. PRINCIPAL SUBSIDIARIES

37. NOTES TO THE STATEMENT OF CASH FLOWS

Details of Massmart’s material subsidiary companies are as follows:

Number of
shares in
issue
Name of company

Place of
incorporation and
operation

000s

Ownership

Voting
power

Interest in
Subsidiaries

%

%

Principal activity

Rm

December 2013
Massbuild (Pty) Ltd
Masscash Holdings (Pty) Ltd
Massmart International Holdings Ltd
Masstores (Pty) Ltd
Mystic Blue Trading 62 (Pty) Ltd
Capensis Investments 241 (Pty) Ltd

-

South Africa
South Africa
Mauritius

100.0
100.0
100.0

100.0
100.0
100.0

Wholesale and retail of DIY products
Holding company
Holding company
Retailing, warehousing, mass

1,472.4
82.2
81.4

200
100
1

South Africa
South Africa
South Africa

100.0
100.0
100.0

100.0
100.0
100.0

merchandising
Selling of retail food
Property Holding Company

(417.2)
200.0
1,343.9
10.1

Other smaller subsidiaries

2,772.8

-

South Africa
South Africa
Mauritius

100.0
100.0
100.0

100.0
100.0
100.0

Wholesale and retail of DIY products
Holding company
Holding company

1,552.0
165.4
81.4

Massmart Management & Finance Company (Pty)
Ltd

-

South Africa

100.0

100.0

(48.4)

200
100

South Africa
South Africa

100.0
100.0

100.0
100.0

Management, investment and finance
Retailing, warehousing, mass
merchandising
Selling of retail food

Masstores (Pty) Ltd
Mystic Blue Trading 62 (Pty) Ltd
Other smaller subsidiaries

Profit before taxation

A
Addjjuusstteedd ffoorr::
Depreciation, amortisation and impairment
Net loss on disposal of property, plant and equipment
Interest received
Interest paid
Dividends received
Share-based payment expense
Unrealised foreign exchange loss
Other non-cash movements
Other Walmart non-cash movements
Supplier Development Fund
Share-based payment expense

The above details are given in respect of interests in subsidiaries, where material. A full list of subsidiaries is available to shareholders, on request, at the registered office of the Company.
There were no material non-controlling interests identified within the Group in the current and prior financial years.

Increase in inventories
Increase in trade receivables and prepayments
Increase in trade payables
Decrease in provisions

34.0

1,897.4

1,064.7

772.7
13.7
(28.7)
283.8
(79.2)
126.3

348.0
6.2
(45.6)
106.0
39.9

(31.6)
29.6

2.1
17.6

-

168.6

-

140.0
28.6

2,984.0

1,707.5

(424.0)
(30.7)
1,254.6

(2,060.9)
(728.5)
3,910.2

37.2 Working capital movements

(47.3)

(10.8)

752.6

1,110.0

Normal taxation:
Amounts owing at the beginning of the year
Amounts owing at the end of the year

(281.5)
319.3

(238.0)
281.5

Other
Receiver of Revenue balance acquired on current year acquisitions
Taxation charged to the income statement (excluding deferred taxation)

(770.6)

(13.9)
(0.1)
(398.6)

(732.8)

(369.1)

(47.8)
(43.3)
(521.7)

(34.7)
(18.1)
(192.9)

(70.9)
(96.5)
-

(34.1)
(65.4)
(2.4)

(780.2)

(347.6)

(807.1)
(34.9)
(427.6)
(33.8)
(1.5)

(42.5)
(29.2)
(294.4)
(21.0)
(15.5)

(437.6)
200.0
1,546.8

December 2012
26 weeks
Rm

37.1 Cash flow from trading

December 2012
Massbuild (Pty) Ltd
Masscash Holdings (Pty) Ltd
Massmart International Holdings Ltd

December 2013
53 weeks
Rm

37.3 Taxation paid

37.4 Investment to maintain operations
Land and buildings/leasehold improvements
Vehicles
Fixtures, fittings, plant and equipment
Computer hardware
Computer software
Right of use

37.5 Investment to expand operations
Land and buildings/leasehold improvements
Vehicles
Fixtures, fittings, plant and equipment
Computer hardware
Computer software
Right of use

(1.9)

-

(1,306.8)

(402.6)

37.6 Proceeds on disposal of property, plant and equipment
Land and buildings/leasehold improvements
Vehicles
Fixtures, fittings, plant and equipment
Computer equipment and software
Other

37.7 Proceeds on disposal of assets classified as held for sale

13.1
4.8
4.2
0.9
2.6

2.4
1.9
(0.3)
4.6
-

25.6

8.6

2.5

5.7

37.8 Investment in subsidiaries
-

(15.0)
(7.8)
-

-

4.3
(38.4)

TToottaall ppuurrcchhaassee pprriiccee
Less: Cash and cash equivalents of subsidiary

-

(56.9)
-

Cash impact of acquisition, net of cash and cash equivalents acquired

-

(56.9)

37.9 Disposal of subsidiaries
23.1
96.4

2.0
52.5

(94.2)
(1.9)
-

2.0
(42.9)
(8.2)

-

0.2
5.6
(3.8)

P
Prroocceeeeddss rreecceeiivveedd oonn ssaallee
Less: Cash and cash equivalents of subsidiary disposed

-

1.8
(52.5)

Cash impact of disposal, net of cash and cash equivalents disposed

-

(50.7)

Loss on disposal

Property loan (note 16)
Third party loan (note 16)
Other

The statement of financial position is reviewed in order to identify financial instruments that have a carrying amount that does not equate to their respective fair values. There
are no non-financial instruments carried at fair value in terms of the Group’s accounting policy.
Total
Rm

(50.0)

-

1.6
(215.0)
13.4
2.6

73.2
9.1

(247.4)

82.3

37.11 Cash and cash equivalents at the end of the year

Non-financial
instrument
Rm

Financial
instrument
Rm

December 2013
N
Noonn--ccuurrrreenntt aasssseettss
Property, plant and equipment
Goodwill

5,988.1
2,532.0

5,988.1
2,532.0

-

Other intangibles
Investments

396.8
231.9

396.8
-

231.9

Investment in a trading and logistics structure

117.4

-

117.4

44.4
55.9

-

44.4
55.9

2.1
12.1

-

2.1
12.1

290.9

-

290.9

0.3
46.7
21.9

-

0.3
46.7
21.9

215.0
6.8

-

215.0
6.8

0.2

-

0.2

672.1

672.1

-

10,115.5
3,712.5

10,115.5
194.1

3,518.4

1,822.8
1,816.8
26.5

147.7
-

1,822.8
1,669.1
26.5
-

Investment in insurance cell-captive on extended warranties
Investment in insurance cell-captive on premium contributions
Trencor export partnership1
Other financial assets
Housing and staff loans
Employee share trust loans
Finance lease deposit
Property loan
Third party loan
Other loans
Deferred taxation
C
Cuurrrreenntt aasssseettss
Inventories
Trade and other receivables
Trade receivables
Other accounts receivable
FEC asset
Prepayments

46.4

46.4

Taxation

12.0

12.0

-

2,196.1

-

2,196.1

26,147.9

19,910.6

6,237.3

Cash and bank balances

37.10 Other investing activities
Capital contribution made to the investment in insurance cell-captive on premium contributions (note 15)
Withdrawal of cash from investment in a trading and logistics structure (note 15)

38. FAIR VALUE

Available for sale listed investments

23.4
(23.4)

Other
Total net assets at date of disposal

FOR THE YEAR ENDED 29 DECEMBER 2013

Review of the statement of financial position split into financial instruments and non-financial instruments

FFaaiirr vvaalluuee ooff aasssseettss aanndd lliiaabbiilliittiieess aaccqquuiirreedd iinn ssuubbssiiddiiaarriieess::
Cash and cash equivalents
Inventories
Trade and other receivables and prepayments
Tangible assets
Intangible assets
Taxation
Trade payables
Provisions
Long term debt
Deferred taxation
Goodwill

N
Neett aasssseettss aatt ddaattee ooff ddiissppoossaall::
Attributable goodwill
Trade receivables
Cash and cash equivalents
Loans and investments
Trade payables
Taxation
Net liabilities associated to assets classified as held for sale
Non-controlling interest
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Total assets
N
Noonn--ccuurrrreenntt lliiaabbiilliittiieess
Non-current liabilities – interest-bearing

1,178.7

-

1,178.7

Medium-term payable

600.0

-

600.0

Medium-term bank loans
Capitalised finance lease

562.1
16.6

-

562.1
16.6

Non-current liabilities – interest-free

838.9

835.9

3.0

3.0
835.7
0.2

835.7
0.2

3.0
-

Cash on hand and balances with banks
Bank overdrafts

2,196.1
(607.8)

2,032.0
(392.1)

Loans to non-controlling interests
Operating lease liability
Other

Cash and cash equivalents at the end of the year

1,588.3

1,639.9

Non-current provisions and other

102.2

102.2

-

Onerous lease provision
Provision for post-retirement medical aid contributions and other medical aid provisions

18.0
84.2

18.0
84.2

-

Deferred taxation

-

86.6

86.6

C
Cuurrrreenntt lliiaabbiilliittiieess
Trade and other payables

16,774.2

1,000.8

15,773.4

Trade payables
Operating lease liability
Leave pay accrual

13,702.5
97.1
220.1

97.1
220.1

13,702.5
-

2.7
40.1
92.4
12.0
15.3

40.1
-

2.7
92.4
12.0
15.3

136.3
104.5
2,351.2

643.5

136.3
104.5
1,707.7

Current provisions and other

327.0

19.9

307.1

Onerous lease provision
Liabilities raised on business acquisitions
Provision for Supplier Development Fund
Other current provisions

8.6
101.4
202.5
14.5

8.6
11.3

101.4
202.5
3.2

Taxation
Other current liabilities

331.3
531.6

331.3
-

531.6

Medium-term payable
Medium-term bank loans
Capitalised finance lease

157.3
329.6
44.7

-

157.3
329.6
44.7

FEC liability
Income received in advance
Rebates and advertising
Shareholders for dividends
Interest accrual
Walmart accrual
Promissory notes
Sundry payables and other accruals

Bank overdrafts

Total liabilities

607.8

-

607.8

20,778.3

2,376.7

18,401.6

Total
Rm

Non-financial
instrument
Rm

Financial
instrument
Rm

Fair value hierarchy

December 2012
N
Noonn--ccuurrrreenntt aasssseettss
Property, plant and equipment
Goodwill
Other intangibles
Investments

3,868.2
2,557.7
387.6
258.8

3,868.2
2,557.7
387.6
-

258.8

110.0
104.0
34.8

-

110.0
104.0
34.8

2.5
0.1
7.4

-

2.5
0.1
7.4

126.5

-

126.5

Housing and staff loans
Employee share trust loans

0.4
70.6

-

0.4
70.6

Finance lease deposit
Third party loan
Other loans

33.0
20.2
2.3

-

33.0
20.2
2.3

396.3

396.3

-

Bare dominium revaluation
Investment in a trading and logistics structure
Investment in insurance cell-captive on premium contributions
Trencor export partnership1
Other unlisted investments
Other listed investments
Other financial assets

Deferred taxation
C
Cuurrrreenntt aasssseettss
Inventories
Trade, other receivables and prepayments

9,691.5
3,681.7

9,691.5
194.7

3,487.0

Trade receivables
Other accounts receivable
FEC asset

1,692.9
1,908.7
8.5

123.1
-

1,692.9
1,785.6
8.5

Prepayments

71.6

71.6

-

17.0
2,032.0
2.5

17.0
2.5

2,032.0
-

23,019.8

17,115.5

5,904.3

N
Noonn--ccuurrrreenntt lliiaabbiilliittiieess
Non-current liabilities – interest-bearing

671.8

-

671.8

Medium-term bank loans
Capitalised finance lease

616.6
55.2

-

616.6
55.2

Non-current liabilities – interest-free

305.7

302.7

3.0

Taxation
Cash and bank balances
Non-current assets classified as held for sale

Total assets

3.0

-

3.0

Operating lease liability

Loans to non-controlling interests

302.7

302.7

-

Non-current provisions and other

169.2

104.6

64.6

Onerous lease provision

23.1

23.1

-

Liabilities raised on business acquisitions
Provision for post-retirement medical aid contributions and other medical aid provisions

64.6
81.5

81.5

64.6
-

Deferred taxation

36.7

36.7

-

Trade and other payables

15,305.5

613.7

14,691.8

Trade payables
Operating lease liability
Leave pay accrual
FEC liability
Income received in advance

12,601.3
90.6
195.4
10.5
27.6

90.6
195.4
-

12,601.3
10.5
27.6

91.6
91.3
15.0
10.3
76.7
2,095.2

327.7

91.6
91.3
15.0
10.3
76.7
1,767.5

Current provisions and other

363.8

11.2

352.6

Onerous lease provision
Liabilities raised on business acquisitions
Provision for Supplier Development Fund
Other current provisions

7.3
124.1
225.4
7.0

7.3
3.9

124.1
225.4
3.1

Taxation
Other current liabilities

298.5
561.2

298.5
-

561.2

Medium-term payable

113.1

-

113.1

Medium-term bank loans
Capitalised finance lease

414.7
33.4

-

414.7
33.4

Bank overdrafts

392.1

-

392.1

18,104.5

1,367.4

16,737.1

C
Cuurrrreenntt lliiaabbiilliittiieess

Insurance income received in advance
Rebates and advertising
Shareholders for dividends
Interest accrual
Walmart accrual
Sundry payables and other accruals

Total liabilities
1

The cash flows expected from the Group’s Investment in the Trencor export partnership over the next two to five years cannot, in the opinion of the directors, be accurately fair
valued and therefore have not been discounted. For fair presentation purposes, it is noted that any fair value impairment in the amounts due to the Group by virtue of its
Investment in such partnerships would result in a corresponding reduction in the fair value of the related deferred tax liability. Consequently, such fair value impairment would
have no impact on either the statement of cash flows or income statement of the Group.

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments identified above. The financial assets and liabilities presented have
carrying amounts that differ from their fair values. The following valuation techniques apply:
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities
Level 2: other techniques for which all inputs that have a significant effect on the recorded fair value are observable, either directly or indirectly
Level 3: techniques that use inputs that have a significant effect on the recorded fair value that are not based on observable market data

FFiinnaanncciiaall iinnssttrruum
meennttss iinn tthhee ssttaatteem
meenntt ooff ffiinnaanncciiaall ppoossiittiioonn

Total
Carring
Amount
Rm

Total Fair Value
Rm

Level 1
Rm

Level 2
Rm

Level 3
Rm

December 2013
FFiinnaanncciiaall A
Asssseettss
Financial assets at fair value through profit or loss

244.2

244.2

-

244.2

-

Investment in a trading and logistics structure
Investment in insurance cell-captive on extended warranties
Investment in insurance cell-captive on premium contributions
FEC asset

117.4
44.4
55.9
26.5

117.4
44.4
55.9
26.5

-

117.4
44.4
55.9
26.5

-

Loans and receivables

46.7

34.9

-

34.9

-

Employee share trust loans

46.7

34.9

-

34.9

-

Available-for-sale financial assets

12.1

12.1

Listed investments

12.1

12.1

12.1

-

-

303.0

291.2

12.1

279.1

-

FFiinnaanncciiaall lliiaabbiilliittiieess
Financial liabilities at amortised cost

1,710.3

1,724.8

-

1,724.8

-

Medium-term payable

757.3

762.2

-

762.2

-

Medium-term bank loans
Capitalised finance lease

891.7
61.3

876.4
86.2

-

876.4
86.2

-

Financial liabilities at fair value through profit or loss

2.7

2.7

-

2.7

-

FEC liability

2.7

2.7

-

2.7

-

1,713.0

1,727.5

-

1,727.5

-

There were no transfers between Level 1 and Level 2 fair value measurements during the December 2013 financial year, and no transfers into or out of Level 3.
The financial assests and financial liabilities have been presented based on an analysis of their respective natures, characteristics and risks.
Total

FFiinnaanncciiaall iinnssttrruum
meennttss iinn tthhee ssttaatteem
meenntt ooff ffiinnaanncciiaall ppoossiittiioonn

Carring
Amount

Total Fair Value

Level 1

Level 2

Level 3

Rm

Rm

Rm

Rm

Rm

December 2012
FFiinnaanncciiaall A
Asssseettss
Financial assets at fair value through profit or loss

257.3

257.3

8.5

248.8

-

Bare dominium revaluation
Investment in a trading and logistics structure
Investment in insurance cell-captive on extended warranties
FEC asset

110.0
104.0
34.8
8.5

110.0
104.0
34.8
8.5

8.5

110.0
104.0
34.8
-

-

Available-for-sale financial assets

7.4

7.4

7.4

-

-

Listed investments

7.4

7.4

7.4

-

-

264.7

264.7

15.9

248.8

-

FFiinnaanncciiaall lliiaabbiilliittiieess
Financial liabilities at fair value through profit or loss

10.5

10.5

10.5

-

-

FEC Liability

10.5

10.5

10.5

-

-

10.5

10.5

10.5

-

-

There were no transfers between Level 1 and Level 2 fair value measurements during the December 2012 financial year, and no transfers into or out of Level 3.

NOTES TO THE ANNUAL GROUP FINANCIAL STATEMENTS 35-44

Fair value measurement and valuation techniques
TTyyppee ooff ffiinnaanncciiaall iinnssttrruum
meenntt

Fair value December
2013

Valuation
technique

Significant
inputs

FOR THE YEAR ENDED 29 DECEMBER 2013
Range 2013

FFiinnaanncciiaall A
Asssseettss
Financial assets at fair value through profit or loss

244.2

Investment in a trading and logistics structure

117.4

NAV

44.4

NAV

Investment in insurance cell-captive on extended warranties

Investment in insurance cell-captive on premium contributions

FEC asset

55.9

26.5

Loans and receivables

34.9

Employee share trust loans

34.9

Available-for-sale financial assets

12.1

Listed investments

12.1

NAV

DCF

DCF

Cash and cash
equivalents
Cash and cash
equivalents

R117.6m

Investment in
unit trusts
Insurance fund
liabilities
Cash and cash
equivalents
Insurance fund

R117.9m

liabilities
Yield curves
Market interest
rate
Market foreign
exchange rate
Market interest
rate
Listed share price
Market foreign

R23.7m

(R95.0)m
R94.7m
(R39.1)m
R10.51 to
R11.07

39. FINANCIAL INSTRUMENTS

Capital risk management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balances.
The capital structure of the Group consists of debt, more specifically medium-term interest-bearing debt and equity attributable to equity holders of
the parent, comprising share capital, share premium, other reserves and retained profit. (See note 21 and note 22 respectively).
The targeted level of gearing is determined after consideration of the following key factors :
- the needs of the Group to fund current and future capital expenditure to achieve its stated production growth target; and
- the desire of the Group to maintain its gearing within levels considered to be acceptable taking into account potential business opportunities and
the position of the Group in the business cycle.
The targeted level of gearing was adequately managed in the current financial year.
The Group has medium-term debt facilities that include certain covenants, including:
- maximum gearing ratio
- minimum interest cover
- specified levels of shareholders’ equity.

4.55%

$0.20
R10.54

The Group’s general banking facility can be analysed as follows:

Available cash reserves
General banking facility

exchange rate
291.2
FFiinnaanncciiaall lliiaabbiilliittiieess
Financial liabilities at amortised cost

December 2012

Rm

Rm

1,588.3
4,250.0

1,639.9
3,332.4

5,838.3

4,972.3

The Group complies with all externally imposed capital requirements relating to loan covenants.
1,724.8

Medium-term payable

762.2

DCF

Medium-term bank loans

876.4

DCF

Capitalised finance lease

86.2

Financial liabilities at fair value through profit or loss

2.7

FEC liability

2.7

Market interest
rate
Market interest
rate

7.2%

DCF

Market interest
rate

6.6% to 7.2%

DCF

Yield curves
Market interest
rate

R10.51 to
R11.07

7.2%

Market foreign
exchange rate
1,727.5
V
Vaalluuaattiioonn tteecchhnniiqquuee

Description of valuation technique

Net asset value (NAV)

Net asset value is used as a valuation technique where the underlying assets and
liabilities have been assessed to represent the fair value of the investment. Due to
the nature of the investment, specifically the significant composition of liquid
assets and liabilities, the net asset value is seen to be the most appropriate
representation of fair value.

Discounted cash flow (DCF)

December 2013

The DCF method involves the projection of a series of cash flows. To this
projected cash flow series, an appropriate, market-derived discount rate is applied
to establish the present value of the income stream associated with the item. Fair
value is estimated using explicit assumptions regarding the benefits and liabilities
of ownership over the asset’s life including an exit or terminal value.

Categories of financial instruments
Financial assets
FFaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss ((FFV
VTTP
PLL))
These are held at fair value and any adjustments are taken to the income statement. Listed investments are carried at market value by reference to
stock exchange quoted selling prices.
LLooaannss aanndd rreecceeiivvaabblleess
These are held at amortised cost less any impairment losses recognised to reflect irrecoverable amounts.
H
Heelldd--ttoo--m
maattuurriittyy iinnvveessttm
meennttss
These are held at amortised cost less any impairment losses recognised to reflect irrecoverable amounts.
A
Avvaaiillaabbllee--ffoorr--ssaallee iinnvveessttm
meennttss
These are held at fair value and any adjustment to fair value is taken to other comprehensive income.

Financial liabilities
FFaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss ((FFV
VTTP
PLL))
These are held at fair value and any adjustments are taken to the income statement.
LLiiaabbiilliittyy aatt aam
moorrttiisseedd ccoosstt
These are held as non-trading liabilities and are shown at amortised cost.

Classification of financial instruments

Financial
instrument
Rm

FVTPL
Rm

Liability at
amortised
cost
Rm

Loans and
receivables
Rm

Held-tomaturity
investments
Rm

Availablefor-sale
financial
instruments
Rm

231.9

217.7

-

2.1

-

12.1

Investment in a trading and logistics structure
Investment in insurance cell-captive on
extended warranties
Investment in insurance cell-captive on
premium contributions
Trencor export partnership
Available for sale listed investments

117.4

117.4

-

-

-

-

44.4

44.4

-

-

-

-

55.9
2.1
12.1

55.9
-

-

2.1
-

-

12.1

Other financial assets

290.9

-

-

290.9

-

-

Housing and staff loans
Employee share trust loans
Finance lease deposit
Property loan
Third party loan
Other loans

0.3
46.7
21.9
215.0
6.8
0.2

-

-

0.3
46.7
21.9
215.0
6.8
0.2

-

-

C
Cuurrrreenntt aasssseettss
Trade, other receivables and prepayments

3,518.4

26.5

-

3,491.9

-

-

Trade receivables
Other accounts receivable
FEC asset

1,822.8
1,669.1
26.5

26.5

-

1,822.8
1,669.1
-

-

-

Cash and bank balances

2,196.1

-

-

2,196.1

-

-

Total assets

6,237.3

244.2

-

5,981.0

-

12.1

N
Noonn--ccuurrrreenntt lliiaabbiilliittiieess
Non-current liabilities – interest-bearing

1,178.7

-

1,178.7

-

-

-

600.0
562.1
16.6

-

600.0
562.1
16.6

-

-

-

Non-current liabilities – interest-free

3.0

-

3.0

-

-

-

Loans to non-controlling interests

3.0

-

3.0

-

-

-

Medium-term payable
Medium-term bank loans
Capitalised finance lease

C
Cuurrrreenntt lliiaabbiilliittiieess
Trade and other payables

15,773.4

2.7

15,770.7

-

-

-

Trade payables
FEC liability
Rebates and advertising
Shareholders for dividends
Interest accrual
Amounts due to Walmart
Promissory notes

13,702.5
2.7
92.4
12.0
15.3
136.3
104.5

2.7
-

13,702.5
92.4
12.0
15.3
136.3
104.5

-

-

-

Sundry payables and other accruals

1,707.7

-

1,707.7

-

-

-

Current provisions and other

307.1

-

307.1

-

-

-

Liabilities raised on business acquisitions

101.4

-

101.4

-

-

-

Provision for Supplier Development Fund
Other current provisions

202.5
3.2

-

202.5
3.2

-

-

-

Other current liabilities

531.6

-

531.6

-

-

-

Medium-term payable
Medium-term bank loans
Capitalised finance lease

157.3
329.6
44.7

-

157.3
329.6
44.7

-

-

-

Bank overdrafts

607.8

-

607.8

-

-

-

Total liabilities

18,401.6

2.7

18,398.9

-

-

-

FVTPL
Rm

Loans and
receivables
Rm

Held-tomaturity
investments
Rm

Availablefor-sale
financial
instruments
Rm

December 2012
N
Noonn--ccuurrrreenntt aasssseettss
Investments

December 2013
N
Noonn--ccuurrrreenntt aasssseettss
Investments

Financial
instrument
Rm

Liability at
amortised
cost
Rm

258.8

248.8

-

2.5

0.1

7.4

Bare dominium revaluation
Investment in a trading and logistics structure
Investment in insurance cell-captive on
premium contributions
Trencor export partnership
Other unlisted investments
Other listed investments

110.0
104.0

110.0
104.0

-

-

-

-

34.8
2.5
0.1
7.4

34.8
-

-

2.5
-

0.1
-

7.4

Other financial assets

126.5

-

-

126.5

-

-

0.4
70.6
33.0
20.2
2.3

-

-

0.4
70.6
33.0
20.2
2.3

-

-

C
Cuurrrreenntt aasssseettss
Trade, other receivables and prepayments

3,487.0

8.5

-

3,478.5

-

-

Trade receivables
Other accounts receivable
FEC asset

1,692.9
1,785.6
8.5

8.5

-

1,692.9
1,785.6
-

-

-

Cash and bank balances

2,032.0

-

-

2,032.0

-

-

Total assets

5,904.3

257.3

-

5,639.5

0.1

7.4

N
Noonn--ccuurrrreenntt lliiaabbiilliittiieess
Non-current liabilities – interest-bearing

671.8

-

671.8

-

-

-

Medium-term bank loans
Capitalised finance lease

616.6
55.2

-

616.6
55.2

-

-

-

Non-current liabilities – interest-free

3.0

-

3.0

-

-

-

Loans to non-controlling interests

3.0

-

3.0

-

-

-

Non-current provisions and other

64.6

-

64.6

-

-

-

Liabilities raised on business acquisitions

64.6

-

64.6

-

-

-

Trade and other payables

14,691.8

10.5

14,681.3

-

-

-

Trade payables
FEC liability
Income received in advance
Insurance income received in advance
Rebates and advertising

12,601.3
10.5
27.6
91.6
91.3

10.5
-

12,601.3
27.6
91.6
91.3

-

-

-

15.0
10.3

-

15.0
10.3

-

-

-

76.7
1,767.5

-

76.7
1,767.5

-

-

-

Current provisions and other

352.6

-

352.6

-

-

-

Liabilities raised on business acquisitions
Provision for supplier development fund
Other current provisions

124.1
225.4
3.1

-

124.1
225.4
3.1

-

-

-

Other current liabilities

561.2

-

561.2

-

-

-

Medium-term payable
Medium-term bank loans

113.1
414.7

-

113.1
414.7

-

-

-

Housing and staff loans
Employee share trust loans
Finance lease deposit
Third party loan
Other loans

C
Cuurrrreenntt lliiaabbiilliittiieess

Shareholders for dividends
Interest accrual
Amounts due to Walmart
Sundry payables and other accruals

Capitalised finance lease
Bank overdrafts

Total liabilities

33.4

-

33.4

-

-

392.1

-

392.1

-

-

-

16,737.1

10.5

16,726.6

-

-

-

Financial risk management
The Group does not trade in financial instruments, but in the ordinary course of business operations, the Group is exposed to a variety of financial
risks arising from the use of financial instruments. These risks include:
- market risk (comprising interest rate risk and currency risk);
- liquidity risk; and
- credit risk.
The Group has developed a comprehensive risk management process to facilitate, control and monitor these risks. This process includes formal
documentation of policies, including limits, controls and reporting structures. The Executive Committee is responsible for risk management
activities within the Group.

Market risk management
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices. The
market risks that the Group is primarily exposed to include interest rate risk and currency risk. Market risk is managed by identifying and
quantifying risks on the basis of current and future expectations and ensuring that all trading occurs within defined parameters. This involves the
review and implementation of methodologies to reduce risk exposure. The reporting on the state of the risk and risk practices to executive
management is part of this process. The processes set up to measure, monitor and mitigate these market risks are described below. There has
been no change to the Group’s exposure to market risk or the manner in which it manages and measures the risk since the prior financial year.

Subject to interest rate
movement

Interest rate risk management
During the year, the surplus cash position of the Group strengthened. The size of the Group’s position, be it either surplus cash or borrowings,
exposes it to interest rate risk. The interest-bearing debt funding requirements and the investment of surplus cash funds are managed by the Group
through its own commercial bank facilities.
The carrying amount of the Group’s financial assets and liabilities at reporting date that are subject to interest rate risk is as follows :
Subject to interest rate Non-interest
movement
bearing
Total
Fixed
Floating
Rm
Rm
Rm
Rm

December 2013
FFiinnaanncciiaall aasssseettss
Investments

-

2.1

229.8

231.9

Investment in a trading and logistics structure
Investment in insurance cell-captive on extended warranties
Investment in insurance cell-captive on premium contributions
Trencor export partnership
Available for sale listed investments

-

2.1
-

117.4
44.4
55.9
12.1

117.4
44.4
55.9
2.1
12.1

237.2

6.8

46.9

290.9

0.3

-

-

0.3

21.9
215.0
-

6.8
-

46.7
0.2

46.7
21.9
215.0
6.8
0.2

Trade, other receivables and prepayments

-

1,822.8

1,695.6

3,518.4

Trade receivables
Other accounts receivable

-

1,822.8
-

1,669.1

1,822.8
1,669.1

Other financial assets
Housing and staff loans
Employee share trust loans
Finance lease deposit
Property loan
Third party loan
Other loans

FEC asset

-

-

26.5

26.5

Cash and bank balances

-

2,196.1

-

2,196.1

Total financial assets

237.2

FFiinnaanncciiaall lliiaabbiilliittiieess
Non-current liabilities – interest-bearing

4,027.8

1,972.3

6,237.3

1,178.7

-

-

1,178.7

Medium-term payable
Medium-term bank loans

600.0
562.1

-

-

600.0
562.1

Capitalised finance lease

16.6

-

-

16.6

Non-current liabilities – interest-free

-

-

3.0

3.0

Loans to non-controlling interests

-

-

3.0

3.0

Trade and other payables

-

-

15,773.4

15,773.4

Trade payables
FEC liability
Rebates and advertising

-

-

13,702.5
2.7
92.4

13,702.5
2.7
92.4

Shareholders for dividends
Interest accrual
Amounts due to Walmart
Promissory note
Sundry payables and other accruals

-

-

12.0
15.3
136.3
104.5
1,707.7

12.0
15.3
136.3
104.5
1,707.7

Current provisions and other

-

-

307.1

307.1

Liabilities raised on business acquisitions
Provision for Supplier Development Fund

-

-

101.4
202.5

101.4
202.5

Other current provisions

-

-

3.2

3.2

Other current liabilities

374.3

157.3

-

531.6

Medium-term payable
Medium-term bank loans
Capitalised finance lease

329.6
44.7

157.3
-

-

157.3
329.6
44.7

-

607.8

-

607.8

1,553.0

765.1

16,083.5

18,401.6

Bank overdrafts

Total financial liabilities

Fixed
Rm

Floating
Rm

Non-interest
bearing

Total

Rm

Rm

December 2012
FFiinnaanncciiaall aasssseettss
Investments

-

2.5

256.3

258.8

Bare dominium revaluation

-

-

110.0

110.0

Investment in a trading and logistics structure
Investment in insurance cell-captive on premium contributions

-

-

104.0
34.8

104.0
34.8

Trencor export partnership
Other unlisted investments
Other listed investments

-

2.5
-

0.1
7.4

2.5
0.1
7.4

33.4

-

93.1

126.5

0.4

-

-

0.4

33.0

-

70.6
-

70.6
33.0

Third party loan
Other loans

-

-

20.2
2.3

20.2
2.3

Trade, other receivables and prepayments

-

1,692.9

1,794.1

3,487.0

Trade receivables
Other accounts receivable

-

1,692.9
-

1,785.6

1,692.9
1,785.6

FEC asset

-

-

8.5

Cash and bank balances

-

2,032.0

-

Total financial assets

33.4

3,727.4

2,143.5

Other financial assets
Housing and staff loans
Employee share trust loans
Finance lease deposit

8.5
2,032.0
5,904.3

FFiinnaanncciiaall lliiaabbiilliittiieess
Non-current liabilities – interest-bearing

671.8

-

-

671.8

Medium-term bank loans
Capitalised finance lease

616.6
55.2

-

-

616.6
55.2

Non-current liabilities – interest-free

-

-

3.0

3.0

Loans to non-controlling interests

-

-

3.0

3.0

Non-current provisions and other

-

-

64.6

64.6

Liabilities raised on business acquisitions

-

-

64.6

64.6

Trade and other payables

-

-

14,691.8

14,600.2

Trade payables
FEC liability
Income received in advance
Insurance income received in advance
Rebates and advertising
Shareholders for dividends
Interest accrual
Amounts due to Walmart
Sundry payables and other accruals

-

-

12,601.3
10.5
27.6

-

-

12,601.3
10.5
27.6
91.6
91.3
15.0
10.3
76.7
1,767.5

Current provisions and other

-

124.1

228.5

352.6

Liabilities raised on business acquisitions
Provision for Supplier Development Fund
Other current provisions

-

124.1
-

225.4
3.1

124.1
225.4
3.1

Other current liabilities

448.1

113.1

-

561.2

Medium-term payable
Medium-term bank loans
Capitalised finance lease

414.7
33.4

113.1
-

-

113.1
414.7
33.4

-

392.1

-

392.1

1,119.9

629.3

14,987.9

16,737.1

Bank overdrafts

Total financial liabilities

91.3
15.0
10.3
76.7
1,767.5

Interest rate sensitivity
The Group is sensitive to the movements in the SA Prime interest rate. The rates of sensitivity represents management’s assessment of the
possible change in interest rates. The average interest rate for the Group for the year was 6.00% (December 2012: 6.77%), and the variable interest
paid was R188.1 million (December 2012: R15.1 million). If the SA Prime interest rate increased and decreased by 150 average basis points
(December 2012: increased and decreased by 50 average basis points) at year-end, the income for the year would have decreased and increased by
R47.7 million respectively (December 2012: decreased and increased by R1.1 million respectively).

Currency risk management
All foreign-denominated trading liabilities are covered by forward exchange contracts. Foreign-denominated assets are not covered by forward
exchange contracts.
The carrying amount of the Group’s foreign currency denominated monetary assets at reporting date is as follows :
South African
Rand
US Dollar
Euro
Other
Rm

Rm

103.2
3,339.6
1,109.9

117.4
(79.7)

4,552.7

Rm

Total

Rm

Rm

14.4

11.3
178.8
543.7

231.9
3,518.4
1,588.3

37.7

14.4

733.8

5,338.6

December 2013
Investments
Trade receivables
Cash and bank balances

December 2012
Investments
Trade receivables
Cash and bank balances

148.1

104.0

-

6.7

258.8

3,337.0
1,256.4

0.8
(63.6)

11.6

149.2
435.5

3,487.0
1,639.9

4,741.5

41.2

11.6

591.4

5,385.7

Foreign currency sensitivity
The US Dollar is the primary currency to which the Group is exposed.

December 2012
Investments
Trade receivables
Cash and bank balances

148.1
3,337.0
1,256.4

104.0
0.8
(63.6)

11.6

6.7
149.2
435.5

258.8
3,487.0
1,639.9

4,741.5

41.2

11.6

591.4

5,385.7
US Dollar

Foreign currency sensitivity
The US Dollar is the primary currency to which the Group is exposed.
In the past, the US Dollar movement against the Rand has been a good proxy for the Group’s exposure to the basket of African currencies. During
the 2009 financial year, this relationship broke as the African currencies weakened considerably more than the US Dollar as can be seen in the
graph below. In the 2010 and the 2011 financial years, the relationship was restored. In 2012 , the relationship was maintained, except for Malawi,
where the Kwacha devalued by 50% in May 2012. The devalued Malawian Kwacha distorts the graph illsutrated below showing the African basket
weakening against the Rand. This was restored in December 2012. In the current financial year, the African basket and the US Dollar strengthened
against the Rand. The African basket did, however, remain consistent with the 6 months to December 2012, while the US Dollar strenthened
considerably against the Rand. The weakening of the Rand is as a result of the tough economic climate experienced specifically in South Africa in
the current financial year. The African basket below gives no weighting to the different African currencies nor is impacted by the exposure to the
relevant countries. As a result, the graph below illustrates a different foreign exchange outcome to that in the income statement where the
December 2011 high Malawian loan balance and large currency devaluation had a large impact.

Relationship between the African basket and the US Dollar (%)

80.8

(2.3)

703.0

8.7

Sterling

0.3

Euro

0.6

0.1
0.2

3.9
6.2

13.6
11.1

(2.0)

713.1

The contract equivalent represents the balance at the end of the current financial year and is included in Trade and other receivables (FEC asset
balance) and included in Trade and other payables (FEC liability balance). As the average duration is three months, these FEC balances would be
derecognised and the resulting impact would be accounted for in the income statement within the next financial year for both periods under review.
During the December 2013 financial year an amount of -R5.1 million (December 2012: -R4.2 million) relating to the FEC hedges was recognised in
other comprehensive income.

Forward foreign exchange contracts sensitivity
The following table indicates the Group’s sensitivity of the outstanding forward exchange contracts at the reporting date to movements in the US
Dollar. The US Dollar is the primary currency in which the Group has entered into forward foreign exchange contracts. The rates of sensitivity are the
rates used when reporting the currency risk to the Executive Committee of the Group and represents management’s assessment of the possible
change in foreign currency exchange rates. The Rand/US Dollar year-end rate was R10.54 (December 2012: R8.59).
US Dollar
US Dollar
5% increase
5% decrease
Rm

Rm

December 2013
Profit/(loss)
Derivative financial assets/(liabilities)
Equity

19.7
27.1
7.4

(19.7)
(27.1)
(7.4)

30.9
35.0
4.1

(39.1)
(35.0)
4.1

December 2012
Profit/(loss)
Derivative financial assets/(liabilities)
Equity

Liquidity risk management
Liquidity risk is the risk that the Group will be unable to meet a financial commitment in any location or currency. This risk is minimised through the
holding of cash balances and sufficient available borrowing facilities (refer to note 23). In addition, detailed cash flow forecasts are regularly
prepared and reviewed so that the cash needs of the Group are managed according to its requirements.
The following table details the Group’s contractual maturity for its non-derivative financial liabilities. The table has been compiled based on the
undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be required to repay the liability. The cash flows

This graph shows the annual change of closing spot rates at each financial year-end.
The table below indicates the Group’s sensitivity at year-end to movements in the relevant foreign currencies on financial instruments, excluding

include both the principal and interest payments.

forward exchange contracts. The rates of sensitivity are the rates used when reporting the currency risk to the Executive Committee of the Group
and represents management’s assessment of the possible change in reporting foreign currency exchange rates. The rate sensitivity was increased
in the current financial to 10% (December 2012: 5%) in light of the significant devaluation of the Rand in the current year. For each 10% increase,
profit is increased and the financial asset is increased, for each 10% decrease, profit is decreased and the financial asset is decreased.
10%
Currency

December 2013
Spot rate

10% increase
Rm

decrease
Rm

US Dollar

10.5372

2.6

(2.6)

Pound Sterling
Euro
Botswana Pula
Ghanaian New Cedi

17.3686
14.4703
1.2012
4.4177

0.2
0.1
0.7
0.6

(0.2)
(0.1)
(0.7)
(0.6)

0.0255
0.3508
0.0653
0.0066
0.0042
1.8966

1.7
1.8
2.6
2.1
3.1
0.2

(1.7)
(1.8)
(2.6)
(2.1)
(3.1)
(0.2)

Malawian Kwacha
Mozambican New Metical
Nigerian Naira
Tanzanian Shilling
Uganda Shilling
Zambian Kwacha

5% increase
Rm

5%
decrease
Rm

8.5878
13.8878
11.2948
1.0993
4.5238
0.0259

0.1
0.1
3.6

(0.1)
(0.1)
(3.6)

Mozambican New Metical
Nigerian Naira

0.2906
0.0546

0.5
0.4

(0.5)
(0.4)

Tanzanian Shilling
Uganda Shilling

0.0054
0.0032

0.1
0.4

(0.1)
(0.4)

Zambian Kwacha

1.7000

-

-

Currency
US Dollar
Pound Sterling
Euro
Botswana Pula
Ghanaian New Cedi
Malawian Kwacha

December 2012
Spot rate

FFiinnaanncciiaall lliiaabbiilliittiieess
Non-current and current liabilities – interestbearing
Medium-term payable
Medium-term bank loans
Capitalised finance lease

At year-end, the open forward exchange
contracts were as follows:

Contract
equivalent

(millions)

Rm

Rm

Repayable
after 5

within 1 year
Rm

2 – 5 years
Rm

years
Rm

Total
Rm

647.2

1,379.9

-

2,027.1

214.0
384.2
49.0

748.0
614.0
17.9

-

962.0
998.2
66.9

Non-current liabilities – interest-free

1.9

-

1.1

3.0

Loans to non-controlling interests

1.9

-

1.1

3.0

Non-current and current provisions and other
Trade and other payables

307.1
15,773.4

-

-

307.1
15,773.4

Trade payables
FEC liability

13,702.5
2.7

-

-

13,702.5
2.7

2,068.2

-

-

2,068.2

607.8

-

-

607.8

17,337.4

1,379.9

1.1

Sundry payables and other accruals
Bank overdrafts
Total undiscounted cash flows of the Group’s
financial liabilities
Less: Future finance charges

18,718.4
(316.8) *

Total financial liabilities

18,401.6

* Included in future finance charges is R5.6 million that relates to finance leases. Finance charges of R4.3 million are repayable in year 1 and R1.3
million in years 2 – 5, respectively.

Forward exchange contracts are entered into to manage exposure to fluctuations in foreign currency exchange rates on specific trading
transactions. The Group’s policy is to enter into forward contracts for all committed foreign currency purchases to hedge the Group’s exposure to
variability in cash flows. These FEC hedges are classified as cash flow hedges and have been accounted for according to IAS 39 Financial
Instruments: Recognition and Measurement. Fair value has been determined using money market derivative rates at 29 December 2013 (23
December 2013) and the net gain or exposure on the contracts has been reflected in the financial statements. There are no other hedges in the
Group.
Fair value
adjustment

Repayable

December 2013

Forward foreign exchange contracts

Foreign
currency

Repayable

Average
exchange
rate

Repayable
within 1 year
Rm

Repayable

Repayable

2 – 5 years
Rm

after 5
years
Rm

Total
Rm

Credit risk analysed:

Financial assets
Rm

Medium
exposure
Rm

High exposure
Rm

Low
exposure
Rm

December 2012
N
Noonn--ccuurrrreenntt aasssseettss
Investments

December 2012
FFiinnaanncciiaall lliiaabbiilliittiieess
Non-current and current liabilities – interestbearing
Medium-term payable
Medium-term bank loans
Capitalised finance lease
Non-current liabilities – interest-free

631.9

674.9

76.6

1,383.4

113.1
478.4
40.4

-

-

113.1
1,170.9
99.4

-

Loans to non-controlling interests

615.9
59.0

76.6
-

-

3.0

3.0

-

-

3.0

3.0

Non-current and current provisions and other
Trade and other payables

352.6
14,691.8

64.6
-

-

417.2
14,691.8

Trade payables
FEC liability
Sundry payables and other accruals

12,601.3
10.5
2,080.0

-

-

12,601.3
10.5
2,080.0

392.1

-

-

392.1

16,068.4

739.5

79.6

16,887.5

Bank overdrafts
Total undiscounted cash flows of the Group’s
financial liabilities

(150.4)*

Less: Future finance charges

16,737.1

Total financial liabilities

* Included in future finance charges is R10.8 million that relates to finance leases. Finance charges of R7.0 million are repayable in year 1 and R3.8
million in years 2 – 5, respectively.
The average duration of the FEC’s are three months and so they would fall in the repayable within one year for both periods under review.

Credit risk management
The carrying amount of the financial assets represents the Group’s maximum exposure to credit risk without taking into consideration any collateral
provided.
Medium
Low
Credit risk analysed:

Financial assets
Rm

High exposure
Rm

exposure
Rm

exposure
Rm

December 2013
N
Noonn--ccuurrrreenntt aasssseettss
Investments
Investment in a trading and logistics structure
Investment in insurance cell-captive on
extended warranties
Investment in insurance cell-captive on
premium contributions
Trencor export partnership
Available for sale listed investments

231.9

-

2.1

229.8

117.4

-

-

117.4

44.4

-

-

44.4

55.9
2.1

-

2.1

55.9
-

12.1

-

-

12.1

Other financial assets

290.9

-

-

290.9

Housing and staff loans
Employee share trust loans
Finance lease deposit
Property loan
Third party loan
Other loans

0.3
46.7
21.9
215.0
6.8
0.2

-

-

0.3
46.7
21.9
215.0
6.8
0.2

C
Cuurrrreenntt aasssseettss
Trade and other receivables

3,518.4

-

-

3,518.4

Trade receivables
Other accounts receivable
FEC asset

1,822.8
1,669.1
26.5

-

-

1,822.8
1,669.1
26.5

Cash and bank balances

2,196.1

-

-

2,196.1

Total financial assets

6,237.3

-

2.1

6,235.2

Bare dominium revaluation
Investment in a trading and logistics structure
Investment in insurance cell-captive on
extended warranties
Investment in insurance cell-captive on
premium contributions
Trencor export partnership
Other unlisted investments
Other listed investments

258.8

-

2.5

256.3

110.0
104.0

-

-

110.0
104.0

-

-

-

-

34.8
2.5
0.1

-

2.5
-

34.8
0.1

7.4

-

-

7.4

126.5

-

-

126.5

Housing and staff loans
Employee share trust loans
Finance lease deposit
Third party loan
Other loans

0.4
70.6
33.0
20.2
2.3

-

-

0.4
70.6
33.0
20.2
2.3

C
Cuurrrreenntt aasssseettss
Trade and other receivables

3,487.0

-

-

3,487.0

Trade receivables
Other accounts receivable
FEC asset

1,692.9
1,785.6
8.5

-

-

1,692.9
1,785.6
8.5

Cash and bank balances

2,032.0

-

-

2,032.0

Total financial assets

5,904.3

-

2.5

5,901.8

Other financial assets

Potential areas of credit risk include trade and consumer accounts receivable and short-term cash investments. Credit risk arises from the risk that
a counterparty may default or not meet its obligations timeously. Trade accounts receivable consist primarily of a large, widespread customer base.
Group companies regularly monitor the financial position of their customers. Where considered appropriate, credit guarantee insurance is used. The
granting of credit is controlled by application and account limits. Provision is made for both specific and general portfolio impairments, and at the
year-end management did not consider there to be any material credit risk exposure that was not already covered by credit guarantee insurance or
portfolio impairment provisions. Additional information relating to trade and other receivables can be found in note 19.
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Total
Rm

Corporate
Rm

Massdiscounters
Rm

Masswarehouse
Rm

Massbuild
Rm

Masscash
Rm

Sales
Operating profit before interest and taxation
Trading profit before interest and taxation
Net finance (costs)/income
Operating profit before taxation
Trading profit before taxation

36,122.6
1,125.1
1,427.1
(60.4)
1,064.7
1,498.5

(214.9)
(131.8)
(346.7)
-

8,422.1
352.5
426.5
23.1
375.6
449.6

9,630.2
516.4
518.1
17.0
533.4
535.1

4,663.1
269.1
271.0
21.6
290.7
292.6

13,407.2
202.0
211.5
9.7
211.7
221.2

Inventory
Total assets
Total liabilities

9,691.5
23,019.8
18,104.5

31.2
(3,462.5)
(7,176.7)

3,406.2
7,667.1
7,492.7

2,376.9
6,136.0
6,299.1

1,321.6
4,594.9
4,236.5

2,555.6
8,084.3
7,252.9

741.6
342.6
5.4
234.4

22.4
9.4
190.9

261.8
128.1
34.5

265.9
62.0
22.6

73.8
61.6
12.1

117.7
81.5
5.4
(25.7)

2,071.0
(761.2)
(367.8)

1,545.9
54.9
(1,087.6)

37.2
(261.6)
388.0

100.9
(253.2)
249.1

102.4
(73.7)
(11.8)

284.6
(227.6)
94.5

Inventory days

59.9

-

99.7

53.6

73.7

38.8

Number of stores
Trading area (m2)

357

-

133

18

85

121

1,413,573

-

441,382

179,202

395,871

397,118

4.7%

-

5.8%

17.0%

0.5%

3.3%

3,960

-

3,319

9,956

4,657

3,229

290,704

-

178,488

51,300

29,624

31,292

11.1%
36,053
11.1%

314
0.3%

5.6%
13,767
38.1%

32.2%
3,854
9.5%

8,083
9.4%

29.3%
10,035

FOR THE YEAR ENDED 29 DECEMBER 2013

For the 26 week year ended December 2012

40. SEGMENTAL REPORTING

Operating segments
The Group is organised into four divisions for operational and management purposes, being Massdiscounters, Masswarehouse, Massbuild and Masscash. Massmart reports its
operating segment information on this basis. The principal offering for each division is as follows:

Net capital expenditure
Depreciation and amortisation
Impairment losses
Non-cash items other than depreciation and impairment

Total
Rm

Corporate
Rm

Massdiscounters
Rm

Masswarehouse
Rm

Massbuild
Rm

Masscash
Rm

For the 53 week year ended December 2013
Sales
Operating profit before interest and taxation
Trading profit before interest and taxation

Trading area (m2) increase on June 2012 (excluding
72,263.4
2,152.5
2,145.4

(37.9)
-

16,740.6
449.0
366.6

19,675.1
988.1
990.2

9,583.6
505.3
507.6

26,264.1
248.0
281.0

(255.1)
1,897.4
2,239.9

(349.6)
(387.5)
-

34.0
483.0
400.6

38.5
1,026.6
1,028.7

29.2
534.5
536.8

(7.2)
240.8
273.8

Inventory
Total assets

10,115.5
26,147.9

12.6
(2,614.7)

3,647.3
7,718.3

2,618.2
7,166.8

1,597.0
5,212.0

2,240.4
8,665.5

Total liabilities

20,778.3

(6,027.7)

7,522.2

6,587.8

4,857.4

7,838.6

2,061.4
731.1
41.6
138.0

759.0
33.9
458.0

489.7
256.4
23.3

344.8
145.4
2.1
(352.2)

275.1
121.2
13.6

192.8
174.2
39.5
(4.7)

Cash flow from operating activities
Cash flow from investing activities

1,914.5
(2,306.3)

399.4
(1,424.0)

990.1
(490.6)

273.9
(385.2)

356.9
(275.2)

(105.8)
268.7

Cash flow from financing activities

Net finance (costs)/income
Operating profit before taxation
Trading profit before taxation

Net capital expenditure
Depreciation and amortisation
Impairment losses
Non-cash items other than depreciation and impairment

293.0

819.4

(621.6)

209.3

1.4

(115.5)

Inventory days

63.7

-

109.3

59.2

92.3

35.2

Number of stores
Trading area (m2)

376

-

143

19

92

122

1,481,308

-

475,331

195,794

410,546

399,637

4.8%

-

7.7%

9.3%

3.7%

0.6%

3,940

-

3,324

10,305

4,462

3,276

323,813

-

178,488

51,300

61,733

32,292

11.4%
37,554

403

12,870

4,929

108.4%
8,882

3.2%
10,470

4.2%

28.3%

-6.5%

27.9%

9.9%

4.3%

2

Trading area (m ) increase on December 2012
Average trading area per store (m2)
2

Distribution centre space (m )

Distribution centre space (m2) increase on December 2012
Number of full-time equivalents

Number of full-time equivalents increase on December
2012

Sales for December 2013

Cash flow from operating activities
Cash flow from investing activities
Cash flow from financing activities

re-measurements)
Average trading area per store (m2)
2

Distribution centre space (m )

Distribution centre space (m2) increase on June 2012
Number of full-time equivalents

Number of full-time equivalents increase on June 2012

Sales for December 2012

-10.8%

Trading profit before tax for December 2012

The corporate column includes certain consolidation entries.
All intercompany transactions have been eliminated in the above results.
Additional information can be found in ‘Our Customers’ and the ‘Group Financial Director’s Review’.
Trading profit before taxation is earnings before corporate net interest, asset impairments, BEE transaction IFRS 2 charges, foreign exchange movements, loss on disposal of business,
and assets classified as held for sale.
Net capital expenditure is defined as capital expenditure less disposal proceeds.

Trading profit before tax for December 2013

Geographic segments
The Group’s four divisions operate in two principal geographical areas – South Africa and the rest of Africa.

Sales
Segment assets
Net capital expenditure

Total
December 2013
53 weeks
Rm

South Africa
December 2013
53 weeks
Rm

Rest of Africa
December 2013
53 weeks
Rm

Total
December 2012
26 weeks
Rm

South Africa
December 2012
26 weeks
Rm

Rest of Africa
December 2012
26 weeks
Rm

72,263.4
19,238.5
2,061.4

66,676.1
18,320.0
1,891.9

5,587.3
918.5
169.5

36,122.6
16,719.2
741.6

33,503.5
16,218.3
700.6

2,619.1
500.9
41.0

All intercompany transactions have been eliminated in the above results.
Segment assets excludes financial instruments and deferred taxation and reflects the geographic location of the Group’s physical current and non-current assets.
Net capital expenditure is defined as capital expenditure less disposal proceeds.
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FOR THE YEAR ENDED 29 DECEMBER 2013

41. VALUE ADDED STATEMENT

42. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
December 2013
53 weeks
Rm

Sales, royalties, franchise fees, rentals and management and adminisitration fees (inclusive of VAT)
Cost of sales
Interest and investment income
Net costs of services and other operating expenses
Value added
A
Apppplliieedd aass ffoolllloow
wss ::
To employees as salaries, wages and other benefits
To Government as taxation
To shareholders as dividends
To lenders as interest
Depreciation and amortisation
Non-controlling interests
Net earnings retained
Total

%

December 2012
26 weeks
Rm

82,650.9
(58,926.4)
40.7
(5,279.3)

42,447.9
(29,523.2)
73.3
(2,707.0)

18,485.9

10,291.0

Critical judgements in applying the Group’s accounting policies
%

Classification of leases as financing or operating in nature
The Group enters into commercial property leases for the majority of its stores. Where management has determined, based on an evaluation of the terms and conditions, that the lessor
retains all significant risks and rewards of these properties, it will account for the contracts as operating leases.

2,536.6
6,583.5

369.7

29.4
57.9
4.9
1.5
4.0
0.3
2.0

376.1

24.6
64.0
3.1
1.0
3.3
0.3
3.7

18,485.9

100.0

10,291.0

100.0

5,423.5
10,705.3
913.4
283.8
731.1
59.1

317.0
106.0
342.6
29.2

In the process of applying the Group’s accounting policies, which are described in note 1, management has not made any critical judgements that have a significant effect on the
amounts recognised in the financial statements, except for:

Key sources of estimation uncertainty
Property, plant and equipment
Property, plant and equipment is depreciated over its useful life taking into account, where appropriate, residual values. Assessment of useful lives and residual values are performed
annually, taking into account factors such as technological innovation, maintenance programmes, market information and management considerations. In assessing the residual values,
the remaining life of the asset, its projected disposal value and future market conditions are taken into account. Detail on property, plant and equipment can be found in note 12.

Goodwill impairment
Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to which goodwill has been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected to arise from the cash-generating unit and a suitable discount rate in order to calculate present value. The carrying amount
of goodwill at the reporting date was R2,532.0 million (December 2012: R2,557.7 million). The impairment of goodwill in the current and prior years relates to the impairment of certain
acquired goodwill in Masscash. Details of the impairment loss calculation can be found in note 13.

Inventory provisions
Inventory provisions include shrinkage, obsolescence and write-downs which take into account historical information related to sales trends and stock counts and represent the expected
write-down between the estimated net realisable value and the original cost. Net realisable value represents the estimated selling price less all estimated costs of completion and costs
to be incurred in marketing, selling and distribution. Details on the provisions can be found in note 18.

Allowance for doubtful debts
The Group assesses it doubtful debt allowance at each reporting date. Key assumptions applied are the estimated debt recovery rates and the future market conditions that could affect
recovery. Details of the allowance can be found in note 19.

Fair value of equity awards granted
The fair value of shares and options granted in terms of IFRS 2 Share-based Payment is obtained using Lattice and Binomial pricing models. Assumptions include expected volatility,
expected life, risk-free rate and expected dividend yield. By obtaining an external valuation by accredited valuators and through consultation with various financial institutions,
management is of the opinion that the risk relating to estimation uncertainty has been mitigated. Details of the valuations can be found in note 28.

Provision for post-retirement medical aid
Post-retirement healthcare benefits are provided to certain retired employees. Actuarial valuations are performed to assess the financial position of the fund. Assumptions used include
the discount rate, healthcare cost inflation, mortality rates, withdrawal rates and membership. By obtaining an external valuation by accredited valuators, management is of the opinion
that the risk relating to estimation uncertainty has been mitigated. Details can be found in note 24 and note 26.

Deferred tax assets
Deferred tax assets are raised to the extent that it is probable that future taxable profit will be available against which the unused tax losses and unused tax credits can be utilised.
Assessment of future taxable profit is performed at every reporting date, in the form of future cash flows using a suitable growth rate. Additional information can be found in note 17.

Fair value measurement of financial instruments
When the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be measured based on quoted prices in active markets, their fair
value is measured using valuation techniques including the discounted cash flow model. The inputs to these models are taken from observable markets where possible, but where this is
not feasible, a degree of judgement is required in establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair value of financial instruments. Details of fair value measurements can be found in note 38.
Contingent consideration, resulting from business combinations, is valued at fair value at the acquisition date as part of the business combination. When the contingent consideration
meets the definition of a financial liability, it is subsequently re-measured to fair value at each reporting date. The determination of the fair value is based on discounted cash flows. The
key assumptions take into consideration are the probability of meeting each performance target and the discount factor. Details of fair value measurements can be found in note 26.
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COMPANY INCOME STATEMENT

FOR THE YEAR ENDED 29 DECEMBER 2013

FOR THE YEAR ENDED 29 DECEMBER 2013
Back to top

Notes

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

1

1,707.3

483.0

20.7
1,686.6

8.2
474.8

(22.3)

(10.1)

16.0
(4.7)

11.3
(1.6)

1,696.3

482.6

2.1
(1.0)

1.5
(1.6)

43. EVENTS AFTER THE REPORTING DATE
The Group’s non-Executive Chairman, Mark Lamberti, has been appointed CEO of the Imperial Group, from 1 March 2014. As a consequence, he has chosen to relinquish his directorships
of other public companies and has resigned as Chairman of Massmart. Kuseni Dlamini has been appointed the new Chairman of Massmart, with effect from 10 April 2014. Additional
information can be found in ‘Our Business’.Grant Pattison has resigned as Chief Executive Officer of the Group with effect from 1 June 2014. Guy Hayward has been appointed to
succeed Grant. The careers of both Grant and Guy, including their combined 28 years of service to the Group are set out in more detail in ‘Our Business’.

Revenue
Management and administration fees received
Dividends received
Employment costs
Other income
Other operating costs

Operating profit

2

Finance income
Finance costs
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1.1

(0.1)

1,697.4

482.5

(4.7)

(0.5)

1,692.7

482.0

Owners of the company

1,692.7

482.0

Profit for the year

1,692.7

482.0

Net finance income/(costs)
Profit before taxation

3

Taxation

4

Profit for the year
Profit attributable to:

44. SHAREHOLDER ANALYSIS
The following analysis of shareholders was extracted from the shareholders register as at December 2013:
Number

%

Number of shares

%
With the exception of the accounting policies relevant to the basis of consolidation, the accounting policies are in line with the Massmart Group accounting policies. Refer to note 1 in the
Group Financial Statements. The accounting policy of the Company is to hold investments in subsidiaries at cost.

Shareholder spread
1 – 1,000 shares
1,001 – 10,000 shares
10,001 – 100,000 shares
100,001 – 1,000,000 shares
1,000,001 shares and over

50
22

85.4
10.6
2.7
0.9
0.4

15,703,936
194,339,059

0.5
0.8
2.0
7.2
89.5

5,414

100.0

217,109,044

100.0

1

113,859,293

1
1
5,137

1.7
1.4
0.7
0.4
0.3
0.2
0.1
0.1
95.1

39,169
37,594
1,861,389

52.4
25.2
10.8
3.9
3.1
1.1
1.4
0.6
0.4
0.1
0.1
0.9

5,414

100.0

217,109,044

100.0

1
4

113,859,293
838,967

5,408

0.1
99.9

102,324,563

52.4
0.4
47.2

5,414

100.0

217,109,044

100.0

37,953,752
12,332,411
8,736,981

17.5
5.7
4.0

4,621
573
148

1,000,369
1,733,761
4,331,919

COMPANY STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 29 DECEMBER 2013

Distribution of shareholders
Walmart subsidiary: Main Street 830 (Pty) Ltd
Unit Trusts/Mutual Funds

92

Pension Funds
Other Managed Funds
Sovereign Wealth

77
40
19

Private Investors

14

Custodians
Charities
Insurance Companies
Exchange-Traded Fund Total

13
8
5
1

BEE

1

Investment Trusts
Local Authorities

2
2

American Depositary Receipt
University
Remainder

54,626,317
23,528,450
8,506,160
6,628,600
2,448,736
2,993,748
1,213,864
833,643
253,586
115,477
98,780
64,238

Public/non-public shareholders
N
Noonn--ppuubblliicc sshhaarreehhoollddeerrss::
Walmart subsidiary: Main Street 830 (Pty) Ltd
Directors and Group Executives of the Company
Share trusts
P
Puubblliicc sshhaarreehhoollddeerrss

1

86,221

Custodians and managers holding 3% or more
TThhee ffoolllloow
wiinngg ccuussttooddiiaannss aanndd m
maannaaggeerrss hheelldd bbeenneeffiicciiaallllyy,, ddiirreeccttllyy oorr iinnddiirreeccttllyy,, m
moorree
tthhaann 33%
% ooff tthhee C
Coom
mppaannyy’’ss sshhaarreess::
Aberdeen Asset Management Group
Public Investment Corporation
J.P. Morgan Asset Management

Notes
Profit for the year

Items that will not be re-classified subsequently to the income statement

December 2013
Rm

December 2012
Rm

1,692.7

482.0

-

-

-

0.1
-

Items that will be re-classified subsequently to the income statement
Revaluation of listed investments (note 6)
Less Income tax relating to the revaluation of listed shares
Other comprehensive income for the year, net of tax

6

-

0.1

1,692.7

482.1

Owners of the company

1,692.7

482.1

Total comprehensive income for the year

1,692.7

482.1

Total comprehensive income for the year
TToottaall ccoom
mpprreehheennssiivvee iinnccoom
mee aattttrriibbuuttaabbllee ttoo::

COMPANY STATEMENT OF FINANCIAL POSITION

COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 29 DECEMBER 2013

December 2013
Rm

December 2012
Rm

1,207.0

475.7

5
6

1,167.9
37.2

469.9
5.8

7

1.9

-

1,629.6

1,596.1

Notes

Assets
Non-current assets
Investment in subsidiaries
Other financial assets
Deferred taxation

Current assets
Trade and other receivables
Amounts owing by subsidiaries

5

Cash and cash equivalents

Total assets

11.0

11.0

1,611.2
7.4

1,577.5
7.6

2,836.6

2,071.8

Equity and liabilities
Capital and reserves
Share capital
Share premium
General reserves
Retained profit
Preference shares

8
8
9
8

Total equity
Non-current liabilities
Deferred taxation

7

Current liabilities
Trade and other payables
Taxation
Amounts owing to subsidiaries

5

Total equity and liabilities

2,206.3

1,552.6

2.2
743.3
17.5
1,443.3

2.2
752.1
12.5
785.8

-

0.1

2,206.3

1,552.7

-

0.2

-

0.2

630.3

518.9

18.4
7.1

17.4
0.9

604.8

500.6

2,836.6

2,071.8

With the exception of the accounting policies relevant to the basis of consolidation, the accounting policies are in line with the Massmart Group accounting policies. Refer to note 1 in the
Group Financial Statements. The accounting policy of the Company is to hold investments in subsidiaries at cost.

Share
capital
Rm

Share
premium
Rm

Preference
shares
Rm

Balance as at June 2012

2.2

750.6

Total comprehensive income

-

-

Profit for the period
Other comprehensive income for the period

-

Share trust loss
Dividends paid
Treasury shares (note 8 and note 9)
Share-based payment reserve (note 9)

Balance as at December 2012
Total comprehensive income
Profit for the period

Other
reserves
Rm

Retained
profit
Rm

Total
Rm

0.1

8.5

706.7

1,468.1

-

0.1

482.0

482.1

-

-

0.1

482.0
-

482.0
0.1

-

1.5
-

-

0.3
3.6

(72.6)
(330.3)
-

(72.6)
(330.3)
1.8
3.6

2.2
-

752.1
-

0.1
-

12.5
-

785.8
1,692.7

1,552.7
1,692.7
1,692.7

-

-

-

-

1,692.7

Other comprehensive income for the period

-

-

-

-

-

-

Share trust loss
Dividends paid
Treasury shares (note 8 and note 9)
Shares redeemed in accordance with the provisions of the Memorandum of

-

(8.8)

-

(2.2)

(121.8)
(913.4)
-

(121.8)
(913.4)
(11.0)

Incorporation (note 8)
Share-based payment reserve (note 9)

-

-

(0.1)
-

7.2

-

(0.1)
7.2

2.2

743.3

-

17.5

1,443.3

2,206.3

December
2013

December
2012

Balance as at December 2013

Dividend per share (cents)
- Interim
- Final 1

146.0

-

275.0

275.0

Total

421.0

275.0

1

Declared after the financial year-end.
Details of the dividend can be found in note 10 in the Group Financial Statements.
With the exception of the accounting policies relevant to the basis of consolidation, the accounting policies are in line with the Massmart Group accounting policies. Refer to note
1 in the Group Financial Statements. The accounting policy of the Company is to hold investments in subsidiaries at cost.

COMPANY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 29 DECEMBER 2013
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Notes

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

2.8
1.0

11.8
(15.7)

3.8
(1.0)

(3.9)
(1.6)

Cash flow from operating activities

1. REVENUE

Cash inflow from trading

11.1

Working capital movements

11.2

Cash generated from operations
Finance costs
Finance income

3
3

Dividends received
Taxation paid
Dividends paid

11.3
11.4

Net cash inflow from operating activities

2.1

1.5

1,686.6
(0.6)
(913.4)

474.8
(0.1)
(330.3)

777.5

140.4

Cash flow from investing activities
Investment in subsidiaries
Loans to subsidiaries
Loans from subsidiaries
Other investing activities

11.5

Net cash outflow from investing activities

(575.0)

-

(30.7)
(18.8)
(31.4)

6.1
(73.6)
(0.5)

(655.9)

(68.0)

(121.8)

(72.6)

(121.8)

(72.6)

(0.2)

(0.2)

Cash flow from financing activities
Net acquisition of treasury shares

Net cash outflow from financing activities
Net decrease in cash and cash equivalents

11.6

Cash and cash equivalents at the beginning of the year

7.6

7.8

Cash and cash equivalents at the end of the year

7.4

7.6

With the exception of the accounting policies relevant to the basis of consolidation, the accounting policies are in line with the Massmart Group accounting policies. The accounting
policy of the Company is to hold investments in subsidiaries at cost. Refer to note 1 in the Group Financial Statements.

FOR THE YEAR ENDED 29 DECEMBER 2013

Dividends received (included are dividends from subsidiary companies)
Management and administration fees received (included are management and administration fees from subsidiary companies)

December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

1,686.6
20.7

474.8
8.2

1,707.3

483.0
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FOR THE YEAR ENDED 29 DECEMBER 2013

FOR THE YEAR ENDED 29 DECEMBER 2013

2. OPERATING PROFIT

5. INTEREST IN SUBSIDIARIES
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

December 2013
Rm

December 2012
Rm

Masscash Holdings (Proprietary) Limited
Massbuild (Proprietary) Limited
Tiradeprops 60 (Proprietary) Limited
Tiradeprops 66 (Propretary) Limited
Game Discount World (Mauritius) Limited

82.2
296.2
5.0
5.0
0.1

82.2
296.2
5.0
5.0
0.1

Massmart International Holdings Limited
Capensis Investments 241 (Proprietary) Limited

81.4
698.0

81.4
-

1,167.9

469.9

December 2013

December 2012

Rm

Rm

83.2
145.3
1,176.2

83.2
1,255.8

200.0
6.5

38.3
200.0
0.2
-

1,611.2

1,577.5

Interest in subsidiaries

Other income includes:
Foreign exchange profit
Ongoing cellular income

1.4
14.6

0.3
11.0

7.2
1.2

3.6
0.4

Other operating costs includes:
Share-based payment expense
Contribution to pension scheme

Details of net shares at cost can be found in note 36 in the Group Financial Statements.
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Amounts owing by subsidiaries
Masscash Holdings (Proprietary) Limited
Massmart Management and Finance Company (Proprietary) Limited
Massbuild (Proprietary) Limited

3. NET FINANCE INCOME/(COSTS)
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

Massmart Holdings Executive Share Trust
Mystic Blue Trading 62 (Proprietary) Limited
Massmart Trust
Imagegate Limited

The loan to Massmart Management and Finance Company (Proprietary) Limited bears interest at a variable rate linked to the prime overdraft rate, and has no fixed terms of repayment.
The rest of the loans are unsecured, interest free and have no fixed terms of repayment.

Finance costs
Interest on Group loans

(1.0)

(1.6)

2.1
-

1.1
0.4

2.1

1.5

1.1

(0.1)

Finance income
Interest on Group loans
Interest from Receiver of Revenue

Net finance income/(costs)
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4. TAXATION
December 2013
53 weeks
Rm

December 2012
26 weeks
Rm

6.5
(2.1)

0.2
0.1

0.3

0.2

4.7

0.5

December 2013

December 2012

Current year
S
Soouutthh A
Affrriiccaann nnoorrm
maall ttaaxxaattiioonn
Current taxation
Deferred taxation
Withholding taxation1

Total
1

The withholdings tax relates to interest and dividends on foreign controlled entities.

The rate of taxation is reconciled as follows:
Standard corporate taxation rate
Exempt income
Disallowable expenditure
Withholding taxation

Effective rate

%

%

28.0

28.0

(27.8)
0.1
-

(28.2)
0.2
0.1

0.3

0.1

December 2012
Rm

(589.2)
(5.9)

(48.4)
(437.6)
(5.9)

(5.9)
(0.1)
(2.7)
(1.0)

(5.9)
(0.1)
(2.7)
-

(604.8)

(500.6)

Amounts owing to subsidiaries
Massmart Management and Finance Company (Proprietary) Limited
Masstores (Proprietary) Limited
Tiradeprops 60 (Proprietary) Limited
Tiradeprops 66 (Propretary) Limited
Game Discount World (Mauritius) Limited
The Drop Inn Group of Liquor Supermarkets (Proprietary) Limited
Capensis Investments 241 (Pty) Ltd

These loans are unsecured, interest free and have no fixed terms of repayment.

FOR THE YEAR ENDED 29 DECEMBER 2013

December 2013
Rm
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FOR THE YEAR ENDED 29 DECEMBER 2013

8. ISSUED CAPITAL

6. OTHER FINANCIAL ASSETS

Share capital

December 2013
Rm

December 2012
Rm

Balance at the beginning of the year
Advanced during the year
Repayments

38.3
0.8
(2.6)

-

Balance at the end of the year

36.5

-

Employee share trust loans1

2013
Rm

2012
Rm

5.0

5.0

-

-

cent each

0.2

0.2

-

-

18,000,000 (December 2012: 18,000,000) ‘A’ convertible redeemable non-cumulative participating preference
shares of 1 cent each

0.2

0.2

-

-

-

-

-

-

2.2

2.2

743.3

752.1

-

0.1
-

-

-

Number of
shares

Share capital
Rm

Share
premium
Rm

Balance at June 2012
Shares issued in terms of the Massmart Thuthukani Empowerment Trust
Shares issued in terms of the Massmart Black Scarce Skills Trust

216,124,461
739,578
46,156

2.2
-

750.6
-

Ordinary shares issued – December 2012
Treasury shares

216,910,195
(30,510)

2.2
-

750.6
1.5

500,000,000 (December 2012: 500,000,000) ordinary shares of 1 cent each
20,000,000 (December 2012: 20,000,000) non-redeemable cumulative non-participating preference shares of 1

of 1 cent each

Investment in Imagegate Limited (UK)
Investment in Massmart Black Scarce Skills Trust and Massmart Thuthukani Empowerment Trust2

-

4.9

-

0.2

-

5.1

Listed investments
Investment in listed shares

0.7

0.7

0.7

0.7

37.2

5.8

1

The amount owing by the ‘Massmart Holdings Executive Share Trust’ has been reclassified to ‘other financial assets’ in the current financial year, due to a detailed assessment of the
underlying circumstances relating to repayment. The loans to the employee share trust particpants, including executive directors, attract interest of zero percent and are secured by the

underlying ordinary shares in Massmart Holdings Limited. The loans are repayable 10 years after the grant date. Recourse is not limited to these shares and should shares sold to repay
these loans be insufficient to recover the balance outstanding, the unrecovered portion remains a debt due and payable. 664,795 (December 2012:664,795) shares with a market value of
R90,139,554 (December 2012: R126,404,121) have been pledged.
2
On 1 October 2012, the final conversion for the beneficiaries took place, as a result the investment was written-off to the income statement in the current financial year.
For IAS 39 Financial Instruments: Recognition and Measurement accounting treatment of these financial assets. Additional information can be found in note 39 of the Group financial
statements.
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Issued
217,109,044 (December 2012: 216,910,195) ordinary shares of 1 cent each
Nil (December 2012: 9,395,053) ‘A’ convertible redeemable non-cumulative participating preference shares of 1
cent each
2,867,773 (December 2012: 3,066,622) ‘B’ convertible redeemable non-cumulative participating preference shares
of 1 cent each

Ordinary shares

Ordinary shares issued excluding treasury shares – December 2012

216,879,685

2.2

752.1

Balance at December 2012
Shares issued in terms of the Massmart Black Scarce Skills Trust

216,910,195
198,849

2.2
-

752.1
-

Ordinary shares issued – December 2013
Treasury shares

217,109,044
(86,221)

2.2
-

752.1
(8.8)

Ordinary shares issued excluding treasury shares – December 2013

217,022,823

2.2

743.3

Balance at June 2012
Net shares issued in terms of the Massmart BEE transaction
Shares converted to ordinary shares

10,134,631
(739,578)

0.1
-

-

Balance at December 2012
Shares redeemed in accordance with the provisions of the Memorandum of Incorporation

9,395,053
(9,395,053)

0.1
(0.1)

-

-

-

-

Ordinary shares, which have a par value of 1 cent, carry one vote per share and carry the right to dividends.

FOR THE YEAR ENDED 29 DECEMBER 2013

‘A’ convertible redeemable non-cumulative participating preference shares

7. DEFERRED TAXATION

Balance at December 2013

December 2013
Rm

December 2012
Rm

(0.2)
2.1

(0.1)
(0.1)

1.9

(0.2)

1.9

(0.2)

1.9

(0.2)

The major movements during the year are analysed as follows:

Asset/(Liability) at the end of the year

The major components of deferred taxation are analysed as follows:
Other temporary differences1
1

December

December 2012
Rm

Authorised

Unlisted investments

Charge to profit or loss for the year

December

2013
Rm

4,000,000 (December 2012: 4,000,000) ‘B’ convertible redeemable non-cumulative participating preference shares

Liability at the beginning of the year

Share premium

December

There are no ‘A’ convertible redeemable non-cumulative participating preference shares in issue as the residual shares were automatically redeemed on the vesting of the Massmart
Thuthukani Empowerment Trust scheme, in terms of the Trust Deed. On 1 October 2012, the final conversion for the beneficiaries took place. At December 2013, beneficiaries that had
retained their shares in Massmart amounted to 389 shareholders holding 114 933 shares.

‘B’ convertible redeemable non-cumulative participating preference shares
Balance at June 2012
Net shares issued in terms of the Massmart BEE transaction
Shares converted to ordinary shares

3,112,778
(46,156)

-

-

Balance at December 2012
Shares converted to ordinary shares

3,066,622
(198,849)

-

-

Balance at December 2013

2,867,773

-

-

Included in this amount is deferred tax on short-term provisions.
B’ convertible redeemable non-cumulative participating preference shares, which have a par value of 1 cent, are held in the Massmart Black Scarce Skills Trust. These shares carry one
vote per share, which are cast by the trustees, and do not carry the right to dividends. On election of the beneficiary, the shares will convert to ordinary shares on a one-for-one basis and
will rank pari passu with all ordinary shares then in issue.

Share options granted under the Massmart Holdings Limited Employee Share Trust
At December 2013, executives and senior employees have options of 9,723,039 (December 2012: 10,457,825) ordinary shares of which 6,649,943 (December 2012: 8,369,052) are
unvested.
Share options granted under the employee share incentive scheme carry no rights to dividends and no voting rights. Details of the Employee Share Incentive Scheme can be found in note
28 in the Group Financial Statements.
During the current year, the only shares bought in the market by the Massmart Holdings Limited Executive Share Trust where 1.2 million shares (0.6% of average shares in issue) at an
average price of R186.76 totalling R223.0 million.
During the prior year, the only shares bought in the market were by the Share Trust where 0.7 million shares (0.3% of average shares in issue) were bought at an average price of R174.38
totalling R124.5 million.
The directors have the authority, until the next annual general meeting, to issue the ordinary shares of the Company up to a maximum of 5% of the shares already issued.
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11. NOTES TO THE STATEMENT OF CASH FLOWS

9. OTHER RESERVES
December 2013
Rm

December 2012
Rm

Balance at the beginning of the year
Treasury shares
Share-based payment reserve
Revaluation of listed investments

12.5
(2.2)
7.2
-

8.5
0.3
3.6
0.1

Balance at the end of the year

17.5

12.5

2.4
(2.2)

2.1
0.3

0.2

2.4

9.3
7.2

5.7
3.6

16.5

9.3

Balance at the beginning of the year
Revaluation of listed investments to market value

0.8
-

0.7
0.1

Balance at the end of the year

0.8

0.8

Balance at the end of the year

Balance at the end of the year

1,697.4

482.5

Profit before taxation
A
Addjjuussttm
meenntt ffoorr::
Finance costs
Finance income
Dividends received
Share-based payment expense
Other non-cash movements

1.0
(2.1)

1.6
(1.5)

(1,686.6)
7.2
(14.1)

(474.8)
3.6
0.4

2.8

11.8

1.0
-

(4.7)
(11.0)

1.0

(15.7)

(0.9)
(4.7)

(0.6)
(0.5)

11.2 Working capital movements
Increase/(decrease) in trade and other payables
Increase in trade and other receivables

Reconciliation of the share-based payment reserve
Balance at the beginning of the year
Share-based payment expense related to Massmart Holdings Limited Employee Share Trust

December 2012
Rm

11.1 Cash inflow from trading

Reconciliation of the treasury share reserve
Balance at the beginning of the year
Movement on treasury shares

December 2013
Rm

11.3 Taxation paid
Amounts owing at the beginning of the year
Amounts charged to the income statement

Reconciliation of the listed investments reserve

Deferred taxation
Amounts owing at the end of the year

(2.1)
7.1

0.1
0.9

Cash amounts paid

(0.6)

(0.1)

(913.4)

(330.3)

(31.4)

(0.5)

(31.4)

(0.5)

(121.8)

(72.6)

(121.8)

(72.6)

11.4 Dividends paid
Cash dividends paid to shareholders

The Group introduced a new share incentive scheme in the current financial year. The share-based payment reserve arises on the granting of share options, referred to as the Employee
Share Option Scheme, and share awards, referred to as the Employee Share Award Scheme, to employees under the Employee Share Incentive Schemes of the Group. Details of the
Employee Share Incentive Schemes can be found in note 28 in the Group financial statements. The share-based payment valuation of the Employee Share Option Scheme was performed

11.5 Other investing activities
Other financial assets

by Alexander Forbes. The share-based payment valuation of the Employee Share Award Scheme was performed using a valuation system acquired by the Group with the necessary
model inputs having been determined by management. Management derived these inputs through consultation with various financial institutions, and they are representative of the

11.6 Net acquisition of treasury shares

market data available for Massmart Holdings Limited’s share at the reporting date.

Share trust losses
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10. CROSS-SURETYSHIPS AND PROMISSORY NOTES
12. RELATED PARTIES

Cross-suretyships under banking and other financial facilities

December 2013
Rm

December 2012
Rm

7,403.1

5,903.1

7,403.1

5,903.1

Banking facilities incorporate, amongst others, letters of credit, forward exchange contracts and electronic fund transfers. These facilities have been secured by cross-suretyships
between Group companies.
The Company signed surety over promissory note commitments under a non-cancellable lease agreement of R104.5 million (December 2012: R208.9 million) entered into by Masstores
(Pty) Ltd on behalf of certain Makro stores. The final promissory notes of R104.5 million are due for payment on 31 December 2013. Additional information can be found in note 25 of the
Group Financial Statements.
At the balance sheet date the Massmart Group was net cash positive.

Dividends
received
Rm

Management Fees
received
Rm

Interest
received
Rm

Dividends paid
Rm

Interest paid
Rm

337.3
339.7
1.9
897.0

20.7

-

-

-

31.6

-

2.1
-

479.3
-

0.9
-

1,607.5

20.7

2.1

479.3

0.9

272.4
200.0
1.5

-

-

-

-

0.9
-

8.2
-

1.1
-

166.2

1.6
-

December 2013
Income statement transactions between related parties are as follows
-Massbuild (Proprietary) Limited
-Masscash Holdings (Proprietary) Limited
-Game Discount World (Mozambique)
-Masstores (Proprietary) Limited
-Massmart Management & Finance Company (Proprietary) Limited
-Main Street 830 (Proprietary) Ltd
-The Massmart Thuthukani Empowerment Trust

December 2012
Income statement transactions between related parties are as follows
-Massbuild (Proprietary) Limited
-Masscash Holdings (Proprietary) Limited
-Game Discount World (Mozambique)
-Masstores (Proprietary) Limited
-Massmart Management & Finance Company (Proprietary) Limited
-Massmart Black Scarce Skills Trust
-Main Street 830 (Proprietary) Ltd
-The Massmart Thuthukani Empowerment Trust

-

-

-

14.7

-

474.8

8.2

1.1

180.9

1.6

Additional information can be found in Note 1 for dividends and management fees received in the Company Financial Statements.
Additional information can be found in Note 3 for interest received and paid in the Company Financial Statements.
Additional information can be found in note 5 for loans to and from related parties in the Company Financial Statements.
Additional information can be found in Note 34 and note 35 in the Group Financial Statement in regards to Directors’ emoluments and interest of directors in the Company’s share
scheme.
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FFiinnaanncciiaall iinnssttrruum
meennttss iinn tthhee ssttaatteem
meenntt ooff ffiinnaanncciiaall ppoossiittiioonn

Total
Carrying
Amount
Rm

Total Fair
Value
Rm

Level 1
Rm

Level 2
Rm

Level 3
Rm

December 2013

13. FAIR VALUE

FFiinnaanncciiaall A
Asssseettss
Loans and receivables

37.2

28.0

0.7

27.3

-

Employee share trust loans
Investment in listed shares

36.5
0.7

27.3
0.7

0.7

27.3
-

-

37.2

28.0

0.7

27.3

-

Review of the statement of financial position split into financial instruments and non-financial instruments
The statement of financial position is reviewed in order to identify financial instruments that have a carrying amount that does not equate to their respective fair values. There are no
non-financial instruments carried at fair value in terms of the accounting policy.
Total
Rm

Non-financial
instrument
Rm

Financial
instrument
Rm

There were no transfers between Level 1 and Level 2 fair value measurements during the December 2013 financial year, and no transfers into or out of Level 3.
The financial assests and financial liabilities have been presented based on an analysis of their respective natures, characteristics and risks.

Fair value measurement and valuation techniques

December 2013
Non-current assets

1,207.0

1,169.8

37.2

Investment in subsidiaries
Other financial assets
Deferred taxation

1,167.9
37.2
1.9

1,167.9
1.9

37.2
-

Current assets

1,629.6

-

1,629.6

11.0

-

11.0
1,611.2
7.4

Trade and other receivables
Amounts owing by subsidiaries
Cash and cash equivalents

1,611.2
7.4

Total assets

2,836.6

Current liabilities

1,169.8

16.9

613.4

18.4
7.1

9.8
7.1

8.6
-

Amounts owing to subsidiaries

604.8

-

604.8

Total liabilities

630.3

16.9

613.4

Total
Rm

Non-financial
instrument
Rm

Financial
instrument
Rm

475.7

469.9

5.8

Investment in subsidiaries

469.9

469.9

-

Trade and other receivables
Amounts owing by subsidiaries
Cash and cash equivalents

Total assets

Range 2013

FFiinnaanncciiaall A
Asssseettss
Loans and receivables

28.0

Employee share trust loans

27.3

Investment in listed shares

0.7

DCF Market interest
rate
Share price
Listed share
price

4.6%
R52.00 to
R162.30

V
Vaalluuaattiioonn tteecchhnniiqquuee

Description of valuation technique

Discounted cash flow (DCF)

The DCF method involves the projection of a series of cash flows. To
this projected cash flow series, an appropriate, market-derived
discount rate is applied to establish the present value of the income
stream associated with the item. Fair value is estimated using explicit
assumptions regarding the benefits and liabilities of ownership over
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Non-current assets
Other financial assets

Significant
inputs

the asset’s life including an exit or terminal value.

December 2012

Current assets

Valuation
technique

28.0

1,666.8

630.3

Trade and other payables
Taxation

TTyyppee ooff ffiinnaanncciiaall iinnssttrruum
meenntt

Fair value at
29
December
2013

5.8

-

5.8

1,596.1

-

1,596.1

11.0

-

11.0
1,577.5

1,577.5
7.6

2,071.8

469.9

7.6

14. FINANCIAL INSTRUMENTS

Capital risk management
The Company manages its capital to ensure that it will be able to continue as a going concern while maximising the return to stakeholders through the optimisation of the debt and
equity balances.

1,601.9

Non-current liabilities

0.2

0.2

-

Deferred taxation

0.2

0.2

-

Current liabilities

518.9

2.1

516.8

Trade and other payables
Taxation
Amounts owing to subsidiaries

17.4
0.9
500.6

1.2
0.9
-

16.2
500.6

Total liabilities

519.1

2.3

FOR THE YEAR ENDED 29 DECEMBER 2013

516.8

The capital structure of the Company consists of equity attributable to equity holders of the parent, comprising share capital, share premium, other reserves and retained profit.
Additional information can be found in note 7 and note 8 respectively.
The targeted level of gearing is determined after consideration of the following key factors :
- the needs of the Company to fund current and future capital expenditure to achieve its stated production growth target; and
- the desire of the Company to maintain its gearing within levels considered to be acceptable taking into account potential business opportunities and the position of the Company in the
business cycle.
The targeted level of gearing was adequately managed in the current financial year.

Categories of financial instruments
Financial assets

Fair value hierarchy
The fair value hierarchy is used for determining and disclosing the fair value of financial instruments identified above. There is no difference between the fair value and carrying value of
financial assets and liabilities that are not included in the hierarchy. The following valuation techniques apply:
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities
Level 2: other techniques for which all inputs that have a significant effect on the recorded fair value are observable, either directly or indirectly
Level 3: techniques that use inputs that have a significant effect on the recorded fair value that are not based on observable market data

FFaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss ((FFV
VTTP
PLL))
These are held at fair value and any adjustments are taken to the income statement. Listed investments are carried at market value by reference to stock exchange quoted selling prices.
LLooaannss aanndd rreecceeiivvaabblleess
These are held at amortised cost less any impairment losses recognised to reflect irrecoverable amounts.
H
Heelldd--ttoo--m
maattuurriittyy iinnvveessttm
meennttss
These are held at amortised cost less any impairment losses recognised to reflect irrecoverable amounts.
A
Avvaaiillaabbllee--ffoorr--ssaallee iinnvveessttm
meennttss
These are held at fair value and any adjustment to fair value is taken to other comprehensive income.

Financial liabilities
FFaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss ((FFV
VTTP
PLL))
These are held at fair value and any adjustments are taken to the income statement.
LLiiaabbiilliittyy aatt aam
moorrttiisseedd ccoosstt

These are held at amortised cost less any impairment losses recognised to reflect irrecoverable amounts.
H
Heelldd--ttoo--m
maattuurriittyy iinnvveessttm
meennttss
These are held at amortised cost less any impairment losses recognised to reflect irrecoverable amounts.
A
Avvaaiillaabbllee--ffoorr--ssaallee iinnvveessttm
meennttss
These are held at fair value and any adjustment to fair value is taken to other comprehensive income.

Financial liabilities
FFaaiirr vvaalluuee tthhrroouugghh pprrooffiitt oorr lloossss ((FFV
VTTP
PLL))
These are held at fair value and any adjustments are taken to the income statement.

Financial risk management

LLiiaabbiilliittyy aatt aam
moorrttiisseedd ccoosstt
These are held as non-trading liabilities and are shown at amortised cost.

Classification of financial instruments

Financial
instrument
Rm

FVTPL
Rm

Liability at
amortised
cost
Rm

Loans and
receivables
Rm

Held-tomaturity
investments
Rm

Availablefor-sale
financial
instruments
Rm

December 2013
Non-current assets

37.2

-

-

36.5

-

0.7

Other financial assets

37.2

-

-

36.5

-

0.7

1,629.6

-

-

1,629.6

-

-

11.0

Current assets
Amounts owing by subsidiaries
Cash and cash equivalents

1,611.2
7.4

-

-

11.0
1,611.2
7.4

-

-

Total assets

1,666.8

-

-

1,666.1

-

0.7

Trade and other receivables

Current liabilities

613.4

-

613.4

-

-

-

Trade and other payables
Amounts owing to subsidiaries

8.6
604.8

-

8.6
604.8

-

-

-

Total liabilities

613.4

Financial
instrument
Rm

-

FVTPL
Rm

613.4

Liability at
amortised
cost
Rm

-

Loans and
receivables
Rm

-

-

Held-tomaturity
investments
Rm

Availablefor-sale
financial
instruments
Rm

December 2012
Non-current assets
Other financial assets

5.8
5.8

-

-

5.1
5.1

-

0.7
0.7

Unlisted investments

5.1

-

-

5.1

-

0.7

Listed investments

Current assets
Trade and other receivables
Amounts owing by subsidiaries
Cash and cash equivalents

Total assets

0.7

-

-

-

-

1,596.1

-

-

1,596.1

-

-

11.0

-

11.0
1,577.5

7.6

-

7.6

-

-

1,601.9

-

-

1,601.2

-

0.7

1,577.5

Current liabilities

516.8

-

516.8

-

-

-

Trade and other payables
Amounts owing to subsidiaries

16.2
500.6

-

16.2
500.6

-

-

-

Total liabilities

516.8

-

516.8

-

-

-

The Company does not trade in financial instruments, but in the ordinary course of business operations, the Group is exposed to a variety of financial risks arising from the use of
financial instruments. These risks include:
market risk (comprising interest rate risk and currency risk);
liquidity risk; and
credit risk.
The Company has developed a comprehensive risk management process to facilitate, control and monitor these risks. This process includes formal documentation of policies, including
limits, controls and reporting structures. The Executive Committee is responsible for risk management activities within the Company.

Market risk management
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices. The market risks that the Company is primarily
exposed to include interest rate risk and currency risk. Market risk is managed by identifying and quantifying risks on the basis of current and future expectations and ensuring that all
trading occurs within defined parameters. This involves the review and implementation of methodologies to reduce risk exposure. The reporting on the state of the risk and risk practices
to executive management is part of this process. The processes set up to measure, monitor and mitigate these market risks are described below. There has been no change to the
Company’s exposure to market risk or the manner in which it manages and measures the risk since the prior period.

Interest rate risk management
The Company is exposed to interest rate risk because it borrows and invests surplus funds with Massmart Management and Finance (Proprietary) Limited to fund its operations. This
interest rate risk is managed by floating rate borrowings by Massmart Management and Finance (Proprietary) Limited. The Company is exposed to interest rate risk through these
borrowings.
The carrying amount of the Group’s financial assets and liabilities at reporting date that are subject to interest rate risk is as follows :
Subject to interest rate Non-interest
Fixed
Rm

movement
Floating
Rm

bearing

Total

Rm

Rm

December 2013
Non-current assets

-

-

37.2

37.2

Other financial assets

-

-

37.2

37.2

Current
assets

-

152.7

1,476.9

1,629.6

Trade and other receivables
Amounts owing by subsidiaries

-

145.3

11.0
1,465.9

11.0
1,611.2

Cash and cash equivalents

-

7.4

-

7.4

Total assets

-

152.7

1,514.1

1,666.8

Current liabilities

-

-

613.4

613.4

Trade and other payables

-

-

8.6

8.6

Amounts owing to subsidiaries

-

-

604.8

604.8

Total liabilities

-

-

613.4

613.4

Subject to interest rate
movement
Fixed
Floating
Rm
Rm

Non-interest
bearing

Total

Rm

Rm

December 2012
Non-current assets
Other financial assets

-

-

5.8
5.8

5.8
5.8

Unlisted investments
Listed investments

-

-

5.1
0.7

5.1
0.7

Current assets

-

7.6

1,588.5

1,596.1

Trade and other receivables
Amounts owing by subsidiaries

-

-

11.0
1,577.5

11.0
1,577.5

Cash and cash equivalents

-

7.6

-

7.6

Total assets

-

7.6

1,594.3

1,601.9

Current liabilities

-

48.4

468.4

516.8

Trade and other payables
Amounts owing to subsidiaries

-

48.4

16.2
452.2

16.2
500.6

Total liabilities

-

48.4

468.4

516.8

Interest rate sensitivity
The Company is sensitive to the movements in the SA Prime interest rate. The rates of sensitivity represents management’s assessment of the possible change in interest rates. The
average interest rate for the Company for the year was 6.00% (December 2012: 5.86%), and the variable interest paid was R1.0 million (December 2012: R1.6 million). If the SA Prime
interest rate increased and decreased by 150 average basis points (December 2012: increased and decreased by 50 average basis points) at year-end, the income for the year would have
decreased and increased by R0.3 million respectively (December 2012: decreased and increased by less than R1.0 million respectively).

500.6

-

-

500.6

516.8

-

-

Less: Future finance charges

516.8
-

Total financial liabilities

516.8

Amounts owing to subsidiaries
Total undiscounted cash flows of the Group’s financial liabilities

Credit risk management

Currency risk management
All foreign-denominated trading liabilities are covered by forward exchange contracts. Foreign-denominated assets are not covered by forward exchange contracts.
The carrying amount of the Group’s foreign currency denominated monetary assets at reporting date is as follows :
South
African
Rand
Euro
GBP
Total
Rm
Rm
Rm
Rm

The carrying amount of the financial assets represents the Company’s maximum exposure to credit risk without taking into consideration any collateral provided:
Financial
High
Medium
Low
assets
exposure
exposure
exposure
Credit risk analysed:
Rm
Rm
Rm
Rm

December 2013

Financial assets and other credit exposures

LLooaannss aanndd rreecceeiivvaabblleess
Other financial assets
Trade receivables
Amounts owing by subsidiaries
Cash and cash equivalents

37.2
11.0
1,604.7
7.4

-

6.5
-

37.2
11.0
1,611.2
7.4

1,660.3

-

6.5

1,666.8

December 2013
Other financial assets
Trade receivables
Amounts owing by subsidiaries
Cash and cash equivalents

37.2
11.0
1611.2
7.4

-

-

37.2
11.0
1,611.2
7.4

1,666.8

-

-

1,666.8

5.8
11.0
1577.5
7.6

-

-

5.8
11.0
1,577.5
7.6

1,601.9

-

-

1,601.9

December 2012

December 2012
LLooaannss aanndd rreecceeiivvaabblleess
Other financial assets
Trade receivables
Amounts owing to subsidiaries
Cash and cash equivalents

0.9
11.0
1,577.3
7.6

0.2
-

4.9
-

5.8
11.0
1,577.5
7.6

1,596.8

0.2

4.9

1,601.9

Other financial assets
Trade receivables
Amounts owing by subsidiaries
Cash and cash equivalents

Foreign currency sensitivity
The Company is exposed to the movements in the British pound. The rates of sensitivity represents management’s assessment of the possible change in currency rates. If the British
Pound currency rate increased and decreased by 10% (December 2012: increased and decreased by 5%) at year-end, the income for the year would have decreased and increased by less
than R0.1 million respectively (December 2012: decreased and increased by less than R1.0 million respectively).
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Liquidity risk management

FOR THE YEAR ENDED 29 DECEMBER 2013

Liquidity risk is the risk that the Company will be unable to meet a financial commitment in any location or currency. This risk is minimised through the holding of cash balances and
sufficient available borrowing facilities. In addition, detailed cash flow forecasts are regularly prepared and reviewed so that the cash needs of the Company are managed according to its
requirements.
The following table details the Company’s contractual maturity for its non-derivative financial liabilities. The table has been compiled based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Company can be required to repay the liability. The cash flows include both the principal and interest payments.

Details of critical accounting judgements and key sources of estimated uncertainty are disclosed in note 42 of the Group Financial Statements.

Repayable
within 1
year
Rm

Repayable
2–5
years
Rm

Repayable
after 5
years
Rm

Total
Rm

Amounts owing to subsidiaries

8.6
604.8

-

-

8.6
604.8

Total undiscounted cash flows of the Group’s financial liabilities

613.4

-

-

Less: Future finance charges

613.4
-

Total financial liabilities

613.4

December 2013
FFiinnaanncciiaall lliiaabbiilliittiieess
Trade and other payables

Repayable

Repayable

Repayable

within 1
year
Rm

2–5
years
Rm

after 5
years
Rm

Total
Rm

16.2
500.6

-

-

16.2
500.6

516.8

-

-

516.8

December 2012
FFiinnaanncciiaall lliiaabbiilliittiieess
Trade and other payables
Amounts owing to subsidiaries
Total undiscounted cash flows of the Group’s financial liabilities

-

Less: Future finance charges

516.8

Total financial liabilities

Credit risk management
The carrying amount of the financial assets represents the Company’s maximum exposure to credit risk without taking into consideration any collateral provided:
Financial
High
Medium
Low
assets
exposure
exposure
exposure
Credit risk analysed:
Rm
Rm
Rm
Rm

December 2013
Financial assets and other credit exposures
Other financial assets
Trade receivables
Amounts owing by subsidiaries
Cash and cash equivalents

37.2
11.0

-

-

37.2
11.0

1611.2
7.4

-

-

1,611.2
7.4

1,666.8

-

-

1,666.8

5.8

-

-

5.8

December 2012
Other financial assets

15. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

NOTES TO THE ANNUAL COMPANY FINANCIAL STATEMENTS 9-16
FOR THE YEAR ENDED 29 DECEMBER 2013

16. EVENTS AFTER THE REPORTING DATE
Grant Pattison has resigned as Chief Executive Officer of the Company with effect from 1 June 2014, but will remain on the Board of Directors. Grant has indicated that it is his intention
to resign from the Board of Directors effective 31 December 2014.
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INTRODUCTION

ASSESSMENT OF THE PRINCIPLES OF KING III

Massmart believes that the first steps
towards good corporate governance
must include embracing the
requirements of the relevant
governance and regulatory frameworks,
as well as corporate best practice.

For the year ended December 2013, apart from the exceptions outlined below,
the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

More than this, Massmart believes that sustainable and effective
corporate governance is best demonstrated through a consistent
pattern of doing the right thing regardless of the circumstances.
The primary South African corporate governance framework
is the King Report on Governance for South Africa, 2009 and
King Code of Governance Principles (King III), which forms the
backbone to Massmart’s own corporate governance framework; in
addition Massmart applies high ethical standards to its operating
environment as reflected in the Group’s Code of Ethical Conduct.
Massmart believes that these guides to corporate decision making
are essential for any governance framework to achieve desired
outcomes consistent with our Company values. In addition to
this corporate governance framework, the Group is committed
to complying with all legislation, regulations and best practices
relevant to our business, in every country where we conduct
business. A register documenting the assessment of all
75 principles of King III is available on the web:

WEB:

The purpose of King III
The philosophy of King III revolves around leadership,
sustainability and corporate citizenship. To facilitate an
understanding of the thought process, debate and changes in
King III, the following key aspects are highlighted:

›
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NON-EXECUTIVE DIRECTORS
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EXECUTIVE COMMITTEE

92

AUDIT COMMITTEE REPORT

94

SOCIAL AND ETHICS COMMITTEE REPORT

95

GROUP RISK LANDSCAPE
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www.massmart.co.za/iar2013/kingiii

›

›

Good governance is essentially about effective leadership.
Leaders should rise to the challenges of modern governance.
Such leadership is characterised by the ethical values of
responsibility, accountability, fairness and transparency and
based on moral duties that find expression in the concept of
Ubuntu. Responsible leaders direct company strategies and
operations with a view to achieving sustainable economic,
social and environmental performance.
Sustainability is the primary moral and economic imperative
of the 21st century. It is one of the most important sources of
both opportunities and risks for businesses. Nature, society,
and business are interconnected in complex ways that should
be understood by decision-makers. Most importantly, current
incremental changes towards sustainability are not sufficient
– we need a fundamental shift in the way companies and
directors act and organise themselves.
The concept of corporate citizenship which flows from the
fact that the company is a person and should operate in a
sustainable manner. Sustainability considerations are rooted
in the South African Constitution which is the basic social
contract that South Africans have entered into. The Constitution
imposes responsibilities upon individuals and juristic persons
for the realisation of the most fundamental rights.

Main chapters of King III
CHAPTER 1
Ethical Leadership
and Corporate Citizenship

Massmart exceptions to King III
PRINCIPLE 2.25
NOT
APPLIED

Boards and Directors

Audit Committees

CHAPTER 4
The Governance of Risk

PARTIALLY
APPLIED

PRINCIPLE 2.26
NOT
APPLIED

The Governance of Information
Technology (IT)

PRINCIPLE 3.4
PARTIALLY
APPLIED

CHAPTER 7
Internal audit

Integrated reporting
and disclosure

The remuneration report includes the term of Executive service
contracts as well as the notice period for termination. The remuneration
report discloses both the nature and period of restraint provided for in
Executive service contracts.

The Audit Committee oversees integrated reporting.
The Audit Committee recommends to the Board to engage an external
assurance provider over material elements of the sustainability reporting
within the integrated report. The Audit Committee evaluates both the
independence and quality of the external providers of assurance on
sustainability.
Massmart’s sustainability report has not been audited by an external
assurance provider but verification of the key sustainability metrics have
been obtained through agreed upon procedures performed by Massmart
Internal Audit Services (MIAS). A copy of the agreed upon procedures
report is available at the registered offices of the Company.

CHAPTER 8

CHAPTER 9

The Company has disclosed the remuneration of each individual
Director and prescribed officer.

Whilst the remuneration of each Director and prescribed officer is
disclosed, their notice periods for termination are not disclosed. There
are no executive service contracts.

CHAPTER 6

Governing Stakeholder
Relationships

The remuneration report discloses performance measures for vesting
of share options and the reasons for choosing those performance
measures.
The report discloses performance measures for vesting of share options
but not the reasons for choosing those performance measures.

CHAPTER 5

Compliance with Laws, Rules,
Codes and Standards

Non-executive Directors’ fees comprise both a base fee and an
attendance fee per meeting.
The Board does not believe that Directors should earn attendance fees
in addition to a base fee. Many Directors add significant value and
apportion significant time to the Group outside of the formal Board and
Committee meetings, sometimes greater value than they might do within
the confines of a formal meeting.

CHAPTER 2

CHAPTER 3

The Company remunerates its Directors and Executives fairly.

PRINCIPLE 8.6
PARTIALLY
APPLIED

The Board should ensure that disputes are resolved effectively and
expeditiously as possible.
The Board has adopted formal dispute resolution processes for internal
and external disputes.
The Board does not have a formal dispute resolution process as it believes
that the existing processes within the Group operate satisfactorily and do
not require a more formal and separate mechanism.

PRINCIPLE 9.3
PARTIALLY
APPLIED

Sustainability reporting and disclosure should be independently
assured.
The integrated report discloses the scope and methodology of
independent assurance of the sustainability report, as well as the name
of the assurer. Sustainability reporting is independently assured in
accordance with a formal assurance process established.
Massmart’s sustainability report has not been audited by an external
assurance provider but verification of the key sustainability metrics have
been obtained through agreed upon procedures performed by MIAS.
A copy of the agreed upon procedures report is available at the registered
offices of the Company.

PRINCIPLE 1.2

REGISTER DOCUMENTING THE ASSESSMENT OF THE 75 PRINCIPLES OF KING
III
Massmart believes that the ﬁrst steps towards good corporate governance must include
embracing the requirements of the relevant governance and regulatory frameworks, as well as
corporate best practice. More than this, Massmart believes that sustainable and effective
corporate governance is best demonstrated through a consistent pattern of doing the right thing
regardless of the circumstances.

The Board ensures that the Company is and is seen to be a responsible corporate citizen

APPLIED

The Board pro-actively protects, enhances and invests in the well being of the economy, society and the environment.
Comment: The Group has a comprehensive CSI programme, focussed on three accountability themes of: enabling sustainable supply and
consumerism; minimising the Group's environmental footprint; and championing social equality issues.

APPLIED

The Board ensures that the Company's performance and its interaction with its stakeholders are guided by the Constitution and the
Bill of Rights.

REGISTER DOCUMENTING THE ASSESSMENT OF THE 75 PRINCIPLES OF KING
III PRINCIPLE 1.2 The Board ensures that the Company is and is seen to be a responsible corporate citizen
Massmart believes that the ﬁrst steps towards good corporate governance must include
embracing
requirements
of the
relevantisgovernance
regulatory
frameworks,
as well as
PRINCIPLE 1.2the The
Board ensures that
the Company
and is seen to beand
a responsible
corporate
citizen
corporate bestEvaluating
practice.
More than
Massmart
believes
sustainable
and
effective
and managing
the risksthis,
of doing
business in weak
governancethat
zones form
an important part
of the
Company's risk
APPLIED
management.
corporate governance
is best demonstrated through a consistent pattern of doing the right thing
regardless of the circumstances.
PRINCIPLE 1.2

The Board ensures that the Company is and is seen to be a responsible corporate citizen

The primary South African corporate governance framework is the King Report on Governance for South Africa, 2009, and King Code of Governance Principles
The Board ensures that there is sufficient collaboration with stakeholders to promote ethical conduct and good corporate
(King III),
which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
APPLIED
citizenship.
environment as reflected in the Group’s Code of Ethical Conduct.

The primary South African corporate governance framework is the King Report on Governance for South Africa, 2009, and King Code of Governance Principles
(King III), which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
environment as reflected in the Group’s Code of Ethical Conduct.

Massmart believes that these guides to corporate decision making are essential for any governance framework to achieve desired outcomes consistent with
PRINCIPLE 1.2
The Board ensures that the Company is and is seen to be a responsible corporate citizen
our Company values. In addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
Board ensures
that measurable
citizenship programmes and policies are developed and implemented.
practices relevant to ourThe
business,
in every country
where wecorporate
conduct business.

Massmart believes that these guides to corporate decision making are essential for any governance framework to achieve desired outcomes consistent with
our Company values. In addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
practices relevant to our business, in every country where we conduct business.

For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

APPLIED

PRINCIPLE 1.3
APPLIED

The Board ensures that the Company ethics are managed effectively

The Board ensures that ethical risks and opportunities are assessed (i.e. identified and evaluated in terms of probability and impact)
and that an ethics risk and opportunity profile is compiled.
Comment: This is done internally and is also outsourced to the Ethics Institute of South Africa.

PRINCIPLE 2.1 - 2.27
PRINCIPLE 2.1

PRINCIPLE 1.1 - 1.3
PRINCIPLE 1.1
APPLIED

PRINCIPLE 1.1
APPLIED

PRINCIPLE 1.1
APPLIED

PRINCIPLE 1.1
APPLIED

PRINCIPLE 1.1
APPLIED

PRINCIPLE 1.2
APPLIED

PRINCIPLE 1.2
APPLIED

The Board provides effective leadership base on ethical foundation
Both these statements are correct:- The Board sets the values that the Company adheres to; and- These values are documented in
the Company's code of conduct.
Comment: These values, which the Board sets, are documented in Massmart's Code of Ethical Conduct

The Board provides effective leadership base on ethical foundation
The Board ensures that the Board's and Management's conduct align with the Company values.
Comment: This is delegated to Massmart's Ethics Office who provide regular feedback to the Social and Ethics Committee.

APPLIED

PRINCIPLE 2.1
APPLIED

PRINCIPLE 2.2
APPLIED

The Board provides effective leadership base on ethical foundation
The Board promotes the stakeholder-inclusive approach of governance and takes account of the impact of the Company's
operations on internal and external stakeholders.

The Board provides effective leadership base on ethical foundation

PRINCIPLE 2.2
APPLIED

Deliberations, decisions and actions of the Board are based on fairness, accountability, responsibility and transparency.

The Board provides effective leadership base on ethical foundation
Directors, in performing their stewardship role, live the following five moral duties: conscience; care; competence; commitment;
courage.

The Board ensures that the Company is and is seen to be a responsible corporate citizen
The Board satisfies itself that management has thoroughly examined and dealt with all risks affecting strategy and business plans.
Comment: This is achieved through a review of the Divisional risk registers by the Risk Committee on behalf of the Board.

PRINCIPLE 2.2
APPLIED

PRINCIPLE 2.2
APPLIED

The Board ensures that the Company is and is seen to be a responsible corporate citizen
The Board gives adequate consideration to the impact of the Company's operations on society and the environment.

PRINCIPLE 2.2
APPLIED

PRINCIPLE 1.2
APPLIED

PRINCIPLE 1.2
APPLIED

The Board acts as the focal point for and custodian of corporate governance
The Board has a charter that clearly sets out its role and duties.
Comment: The Board Charter is reviewed and approved by the Board on an annual basis

The Board acts as the focal point for and custodian of corporate governance
The Board meets at least four times each year.
Comment: The dates of these quarterly meetings are determined a year in advance and communicated to the Board members at the same
time. The Board also meets on an ad hoc basis should a particular issue demand its attention.

The Boards appreciates that the strategy, risk, performance and sustainability are inseparable
The Board both informs and approves strategy.
Comment: As per the Board Charter, the Board assumes responsibility for annually approving and reviewing the Group's competitive strategy.
The Board of Massmart is responsible for directing the Group towards the achievement of the Massmart vision and mission. The Board is
therefore accountable for the development and execution of the Group's strategy.

The Boards appreciates that the strategy, risk, performance and sustainability are inseparable
The Board takes adequate steps to ensure that long-term planning results in sustainable outcomes that take into account people,
planet and profit.
Comment: The Board conducts strategy sessions on an annual basis and in terms of the Board Charter, annually approves and reviews the
Group's competitive strategy and sustainability and adopts business plans and budgets for the achievement thereof.

The Boards appreciates that the strategy, risk, performance and sustainability are inseparable
The Board ensures that the strategy is aligned with all of the following: the purpose of the Company; the value drivers of its
business; and the legitimate interests and expectations of its stakeholders.
Comment: The Board of Massmart is responsible for directing the Group towards the achievement of the Massmart vision and mission.

The Boards appreciates that the strategy, risk, performance and sustainability are inseparable
Strategy implementation meets both of the following conditions: Strategy is translated into key performance and risk areas that
include finance, ethics, compliance and sustainability; and The associated performance and risk measures are adequately identified
and clear.

The Boards appreciates that the strategy, risk, performance and sustainability are inseparable
The Board views sustainability as a business opportunity; i.e. long-term sustainability is considered when strategy is formulated and
it guides strategy-setting.

The Board ensures that the Company is and is seen to be a responsible corporate citizen
The Board pro-actively protects, enhances and invests in the well being of the economy, society and the environment.
Comment: The Group has a comprehensive CSI programme, focussed on three accountability themes of: enabling sustainable supply and
consumerism; minimising the Group's environmental footprint; and championing social equality issues.

The Board ensures that the Company is and is seen to be a responsible corporate citizen
The Board ensures that the Company's performance and its interaction with its stakeholders are guided by the Constitution and the
Bill of Rights.

PRINCIPLE 2.3

The Board should provide effective leadership based on an ethical foundation.
Comment: Refer to principle 1.1 for more detail.

APPLIED

PRINCIPLE 2.4
APPLIED

The Board should ensure that the Company is and is seen to be a responsible corporate citizen.
Comment: Refer to principle 1.2 for more detail.

PRINCIPLE 2.3

The Board should provide effective leadership based on an ethical foundation.
Comment: Refer to principle 1.1 for more detail.

APPLIED

PRINCIPLE 2.4

APPLIED

The Board should ensure that the Company is and is seen to be a responsible corporate citizen.
Comment: Refer to principle 1.2 for more detail.

APPLIED

PRINCIPLE 2.5

The Board should ensure that the Company ethics are managed effectively.
Comment: Refer to principle 1.3 for more detail.

The Board should ensure that the Company has an effective and independent Audit Committee.
Comment: Refer to principle 3.1 for more detail.

PRINCIPLE 2.16

The Board should be responsible for the governance of risk.
Comment: Refer to principle 4.1 for more detail.

APPLIED

PRINCIPLE 2.8

APPLIED

PRINCIPLE 2.10

APPLIED

PRINCIPLE 2.16
The Board should be responsible of information technology (IT) governance.
Comment: Refer to principle 5.1 for more detail.

APPLIED

PRINCIPLE 2.9

PRINCIPLE 2.15
APPLIED

APPLIED

PRINCIPLE 2.7

PRINCIPLE 2.14
APPLIED

APPLIED

PRINCIPLE 2.6

PRINCIPLE 2.14

APPLIED

PRINCIPLE 2.16
The Board should ensure that the company complies with applicable laws and considers adherence to non binding rules, codes and
standards.
Comment: Refer to principle 6.1 for more detail.

The Board should ensure that there is an effective risk based internal audit.
Comment: Refer to principle 7.1 for more detail.

APPLIED

PRINCIPLE 2.16
APPLIED

APPLIED

PRINCIPLE 2.11

The Board should appreciate that stakeholders' perceptions affect a company's reputation.
Comment: Refer to principle 8.1 for more detail.

APPLIED

PRINCIPLE 2.12

APPLIED

The Board should ensure the integrity of the company's integrated report.
Comment: Refer to principle 9.1 for more detail.

APPLIED

PRINCIPLE 2.13

PRINCIPLE 2.16

PRINCIPLE 2.16
APPLIED

The Board should report on the effectiveness of the Company's system of internal controls.
Comment: Refer to principles 7.1-7.5 and principles 9.1-9.3 for more detail.

APPLIED

PRINCIPLE 2.16
APPLIED

PRINCIPLE 2.14
APPLIED

The Board and its Directors should act in the best interests of the Company.
Comment: The Board and its Directors always act in the best interests of the Company.

PRINCIPLE 2.16
APPLIED

PRINCIPLE 2.14
APPLIED

The Board and its Directors should act in the best interests of the Company.
The Board has unrestricted access to all Company information, records, documents and property if it follows the Board approved
process.
Comment: The Board also has access to this information through the Executive Directors, who also sit on the Group Divisional Boards.

PRINCIPLE 2.16
APPLIED

PRINCIPLE 2.14
APPLIED

PRINCIPLE 2.14
APPLIED

The Board and its Directors should act in the best interests of the Company.
Both these statements are true: Directors are permitted to take independent advice related to their duties; and The Company will pay
for such advice if the Board approved procedure has been followed.
Comment: Directors are encouraged to take independent advice, at the Company's cost, for the proper execution of their duties and
responsibilities.

PRINCIPLE 2.17
APPLIED

APPLIED

Real or perceived conflicts of interest are both: disclosed to the Board; and when disclosed, managed appropriately.
Comment: Conflicts of interest are disclosed at every Board meeting and on an ad hoc basis as necessary.

PRINCIPLE 2.17

The Board and its Directors should act in the best interests of the Company.
The Company has a policy on dealing in securities by Directors, officers and selected employees.
Comment: This policy is set out in the Board Charter and in the Share Offers made to participating employees.

The Board will/has consider/ed business rescue proceedings or other turnaround mechanisms as soon as
the Company has been/may be financially distressed as defined in the Company's Act, 71 of 2008
The Board continually monitors whether the Company is financially distressed for the purposes of considering business rescue
proceedings; i.e. whether it appears reasonably: unlikely that the Company can pay its debts when due within the next six months; or
likely that the Company will become insolvent within the next six months.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Company discloses whether the Chairman is an independent non-executive Director, and if not, the reason for this.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Chairman of the Board is not the Chairman of the Remuneration Committee.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Nominations Committee oversees a formal succession plan for the Board, CEO and certain senior executive appointments.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Chairman is an independent non-executive Director or in the alternative, a lead independent Director has been appointed.
Comment: Kuseni Dlamini was appointed non-executive Chairman in April 2014 and is an independent Director. Chris Seabrooke, the
non-executive Deputy Chairman, maintains his role as the Group's Lead Independent Director. In addition, to ensure good governance, and as
recommended by King III, the chairmanship of four of the five Board Committees is held by independent Directors other than then Chairman.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Chairman has not been the CEO of the Company in the last three years.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Chairman is appointed by the Board every year.
Comment: The Chairman is verbally appointed by the Board on an annual basis.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
The Chairman's ability to add value, and his performance against what is expected of this role and function, is assessed every year.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
A clear, written role description exists for the Chairman.
Comment: The role of the Chairman is set-out in his contract with the Company.

The Board has elected a Chairman of the Board who is an independent non executive Director. The CEO of
the Company does not also fulfil the role of Chairman of the Board.
There is succession planning in place for the Chairman.
Comment: The Board, assisted by the Nomination Committee, ensures that adequate succession planning is in place for the Chairman.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
The Board appoints the CEO.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
The Board contributes to decisions about senior executive appointments.

The Board and its Directors should act in the best interests of the Company.
The Company has a policy on dealing in securities by Directors, officers and selected employees.
Comment: This policy is set out in the Board Charter and in the Share Offers made to participating employees.

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.15

Real or perceived conflicts of interest are both: disclosed to the Board; and when disclosed, managed appropriately.
Comment: Conflicts of interest are disclosed at every Board meeting and on an ad hoc basis as necessary.

The Board and its Directors should act in the best interests of the Company.

APPLIED

PRINCIPLE 2.14

The Board and its Directors should act in the best interests of the Company.

The Board will/has consider/ed business rescue proceedings or other turnaround mechanisms as soon as

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
The Board defines its own level of materiality and approves a framework for the delegation of authority.

APPLIED

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.17
APPLIED

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
The Board contributes to decisions about senior executive appointments.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority

PRINCIPLE 2.18
APPLIED

The Board defines its own level of materiality and approves a framework for the delegation of authority.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority

PRINCIPLE 2.18

The role and function of the CEO are clearly formulated in writing.
APPLIED

PRINCIPLE 2.17
APPLIED

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
The CEO is not a member of the Remuneration Committee.
Comment: The members are Chris Seabrooke, Kuseni Dlamini and David Cheesewright.

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.17
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
The CEO is not a member of the Audit and Risk Committee.
Comment: The members are Chris Seabrooke, Lulu Gwagwa and Phumzile Langeni.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority

PRINCIPLE 2.18
APPLIED

The CEO is not a member of the Nomination Committee.
Comment: The members are Kuseni Dlamini, Chris Seabrooke and David Cheesewright.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
There is a formal succession plan in place for the CEO and other senior executives.

The Board has appointed the Chief Executive Officer and has established a framework for the delegation of
authority
There is an appropriate benchmark; i.e. agreed performance measures, in place to evaluate the performance of the CEO.
Comment: These performance measures are included in the CEO's contract of employment.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The Board comprises a majority of non-executive Directors.
Comment: Seven of the nine Directors are non-executive, namely Kuseni Dlamini, Chris Seabrooke, David Cheesewright, Jeff Davis, Lulu
Gwagwa, Phumzile Langeni and JP Suarez.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
A majority of the non-executive Directors on the Board are independent.
Comment: Four of the seven executive Directors on the Board are independent.

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

PRINCIPLE 2.18
APPLIED

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
There is a policy addressing division of responsibilities at Board level to ensure a balance of power and authority, such that that no
one individual has unfettered powers of decision-making.
Comment: The Board has a charter setting out its policies, roles and responsibilities in the execution of its mandate which includes division of
responsibilities.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The Board has a minimum of two executive Directors, consisting of the CEO and the Director responsible for finance.
Comment: The Board consists of three executive Directors: the CEO, the COO, and the Group FD.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
When determining the number of Directors to serve on the Board, the Company considers the knowledge, skills and resources that
are necessitated by the size and nature of its business.
Comment: The Nomination Committee Charter makes recommendations on the composition of the Board with respect to specialist or
industry-specific skills required by the Group.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The Board has considered whether its size, diversity and demographics make it effective.

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

When determining the number of Directors to serve on the Board, the Company considers the knowledge, skills and resources that
are necessitated by the size and nature of its business.
Comment: The Nomination Committee Charter makes recommendations on the composition of the Board with respect to specialist or
industry-specific skills required by the Group.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The Board has considered whether its size, diversity and demographics make it effective.
Comment: The annual Board Self-Assessment considers whether the Board is the right size to fulfil its duties and comprises an appropriate
mix of skills, knowledge and background.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
At least one third of non-executive Directors rotates every year.
Comment: In addition, the Executive Directors also retire by rotation, on the same basis.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
Independent non-executive Directors serving for longer than nine years are subjected to a rigorous review of their independence and
performance by the Board.
Comment: Non-executive Directors self-assess their independence on an annual basis and those serving for longer than nine years are
subjected to a rigorous review.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The Board, through the Nomination Committee, recommends whether retiring non-executive Directors should be eligible for
re-election based on past performance, contribution and the objectivity of business decisions.
Comment: In terms of the Remuneration and Nomination Committee Charter, the Committee assists the Board with recommending Directors
who are retiring by rotation, for re-election.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
Non-executive Directors that are classified as 'independent' by the Company are subjected to an annual evaluation of their
independence by the Chairman and the Board.
Comment: Non-executive Directors, who are considered independent also self-assess their independence on an annual basis.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The Nominations Committee makes recommendations for appointment as Director based on all of the following: knowledge and
experience gap on the Board; integrity of the candidate; and skills and capacity of the candidate.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
The classification of Directors as independent or otherwise in the integrated report is disclosed on the basis of a yearly assessment
of the independence of the non-executive Directors.

The Board comprises a balance of power, with a majority of non executive Directors. The majority of non
executive Directors are independent.
There is reporting on the procedure and outcome of the assessment of the suitability of non-executive independent Directors to
continue serving on the Board for longer than nine years.
Comment: The Board considers whether the Director is independent, and the rigorous assessment given in terms of the Directors who have
been appointed for longer than nine years is documented in the Board minutes.

Directors are appointed through a formal process
The integrated report gives details of both Directors' appointment procedures, and the composition of the Board.
Comment: This is disclosed under the "Nominations Committee responsibilities" in the "Our Business" section.

Directors are appointed through a formal process
The integrated report classifies Directors as executive, non-executive or independent and provides information about individual
Directors that shareholders may need to make their own assessments in regard to all of the following: independence; education,
qualification and experience; length of service and age; significant other Directorships; political connections; and other relevant
information.
Comment: The Directors' CV's can all be found in the "Our Business" section of Massmart's Integrated Annual Report.

Directors are appointed through a formal process
Reasons for the removal, resignation or retirement of Directors are provided in the integrated report.

Directors are appointed through a formal process
The Company discloses: the number of meetings held each year by the Board and each Board committee; and which meetings each
Director attended (as applicable).
Comment: The Board and Committee Attendance table can be found in the "Our Business" section of Massmart's Integrated Annual Report.

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

Directors are appointed through a formal process
Reasons for the removal, resignation or retirement of Directors are provided in the integrated report.

Directors are appointed through a formal process
The Company discloses: the number of meetings held each year by the Board and each Board committee; and which meetings each
Director attended (as applicable).
Comment: The Board and Committee Attendance table can be found in the "Our Business" section of Massmart's Integrated Annual Report.

Directors are appointed through a formal process
The Nominations Committee identifies and participates in selecting Board members.

Directors are appointed through a formal process
The Nominations Committee ensures that new Directors have not been declared delinquent or are not serving probation in terms of
section 162 of the Companies Act, 2008.

Directors are appointed through a formal process
Procedures for appointments to the Board are all of the following: formally set out in a policy; transparent; and a matter for the
Board as a whole (although the Board may be assisted by the Nomination Committee).
Comment: In terms of the Board Charter "Directors are appointed through a formal process and the Nomination Committee will assist with the
process of identifying suitable candidates to be proposed to the Board and shareholders". The Nomination Committee Charter sets out the
functions of the Committee in identifying and nominating candidates.

PRINCIPLE 2.21
APPLIED

PRINCIPLE 2.21
APPLIED

PRINCIPLE 2.21
APPLIED

PRINCIPLE 2.21
APPLIED

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.22
PRINCIPLE 2.19
APPLIED

PRINCIPLE 2.19
APPLIED

Directors are appointed through a formal process

APPLIED

Both these statements are true: Before candidates are nominated for Board appointments, there are procedures in place to
investigate the candidates' backgrounds; and These procedures are in line with the JSE's requirements for listed companies.
Comment: This is done as part of the formal process described above.

Directors are appointed through a formal process
Non-executive Directors agree all of the following in their letters of appointment: the Directors' code of conduct; the contribution
that is expected from each Director; the remuneration for holding office as Director; and the terms of Directors' and officers' liability
insurance. A brief CV of each Director standing for election or re-election at the annual general meeting (AGM) accompanies the
notice of the AGM.
Comment: The notice of AGM forms part of the Integrated Report, which is distributed to shareholders in a single document, including
biographical details of all Directors. These details are cross-referenced in the notice of the AGM.

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.20
APPLIED

The induction of and ongoing training, as well as the development of Directors are conducted through a
formal process

PRINCIPLE 2.22

The Board ensures that inexperienced Directors are developed through mentorship programmes.
APPLIED

PRINCIPLE 2.20
APPLIED

PRINCIPLE 2.20
APPLIED

PRINCIPLE 2.20
APPLIED

PRINCIPLE 2.21
APPLIED

PRINCIPLE 2.21
APPLIED

PRINCIPLE 2.21

The induction of and ongoing training, as well as the development of Directors are conducted through a
formal process
The Board ensures that continuing professional development programmes are implemented.
Comment: In terms of the Remuneration and Nomination Committee Charter the Committee assists the Board with on-going training and
development of Directors.

The induction of and ongoing training, as well as the development of Directors are conducted through a
formal process
The Board ensures that Directors receive regular and adequate briefings on changes in risks, laws and the business environment.
Comment: Information pertaining to risks, laws and the business environment is included in the Board papers distributed to the Directors
before each meeting, and on an ad hoc basis as required.

The induction of and ongoing training, as well as the development of Directors are conducted through a
formal process
The development of an induction programme for new Directors meets both the following requirements: It is tailored to the needs of
both the Company and the new Director; and It enables new Directors to contribute effectively as quickly as possible.
Comment: The Board Charter provides that, "the Board will ensure that a comprehensive induction programme is available for all new Directors
and this will be implemented under the responsibility of the Company Secretary". Details of this induction programme do not appear to be
documented.

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The Company secretary is empowered by the Board to effectively perform his or her duties.

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.22
APPLIED

PRINCIPLE 2.23
APPLIED

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The Board is entitled to both appoint and remove the Company secretary.

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The Company complies with the provisions of the Companies Act, 2008 in relation to the appointment and removal, and the duties

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The Board is entitled to both appoint and remove the Company secretary.

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The Company complies with the provisions of the Companies Act, 2008 in relation to the appointment and removal, and the duties
allocated to the Company secretary.

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The role and function of the Company secretary are clearly formulated in writing.

The Board is assisted by a competent, suitably qualified and experienced Company secretary.
The Nominations Committee establishes procedures for appointments to the Board and ensures that these are properly carried out.

The evaluation of the Board, its committees and individual Directors is performed every year.
In so far as the role, function and duties of the Board, the Board committees and individual Directors are concerned, there are
performance criteria in place that serve as a benchmark for performance appraisals.
Comment: The Board Charter clearly sets out the roles and responsibilities of the Board, against which individual Directors' performances are
assessed.

The evaluation of the Board, its committees and individual Directors is performed every year.
Assessment of the performance of the CEO and other executive Directors as employees takes place every year and the results of
this assessment affect remuneration.
Comment: The Remuneration and Nomination Committee Charter provides that the Committee shall assist the Board with the annual
evaluation of senior executives' salary packages against the extent to which executives have met their performance targets, goals and
objectives.

The evaluation of the Board, its committees and individual Directors is performed every year.
Yearly evaluations of the Board's, Board committees' and individual Directors' performance are performed.

The evaluation of the Board, its committees and individual Directors is performed every year.
The results of performance evaluations are constructively used to identify training and development needs for Directors.
Comment: The results of the annual evaluations are reviewed by the Chairman and CEO, and are presented to the Board.

The evaluation of the Board, its committees and individual Directors is performed every year.
The nomination for re-appointment of a Director only occurs after an evaluation of the performance of the Director.

The evaluation of the Board, its committees and individual Directors is performed every year.
The Nominations Committee oversees the process and reviews the results of the evaluation of the performance and independence
of individual Directors, the Board and Board Committees.

The evaluation of the Board, its committees and individual Directors is performed every year.
The Nominations Committee comprises the Board Chairman and non-executive Directors.
Comment: The members are Mark Lamberti, Chris Seabrooke and David Cheesewright.

The evaluation of the Board, its committees and individual Directors is performed every year.
To determine the remuneration of the CEO and other executive Directors, the Remuneration Committee considers the results of the
evaluation of their performance, both as a Directors and as executives.

The evaluation of the Board, its committees and individual Directors is performed every year.
The integrated report discloses all of the following: an overview of the appraisal process of the Board, Board committees, individual
Directors; the results of this appraisal process; and action plans emanating from results of the appraisal.
Comment: An overview of the appraisal process of the Board, Board committees, individual Directors is included and the results of this
appraisal process and action plans emanating from results of the appraisal are managed by the Nomination Committee.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
Both of the following are disclosed in the integrated report regarding each Board Committee: composition; and role and mandate.
Comment: This can be found in the Corporate Governance section of Massmart's Integrated Annual Report.

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The names and details of all external advisers who regularly attend or are invited to attend committee meetings are disclosed.
Comment: This can be found in the Corporate Governance section of Massmart's Integrated Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Audit Committee terms of reference deal adequately with all of the following: composition; objectives, purpose and activities;
delegated authorities including the extent of power to make decisions; tenure; and reporting mechanism to the Board.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Audit Committee is entitled to obtain independent professional advice on any issue within its scope and the Company will pay
for such advice if the Board approved procedure has been followed.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Risk Committee's terms of reference have been approved by the Board and are reviewed every year.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Risk Committee is chaired by a non-executive Director.
Comment: The Chairman of the Audit and Risk Committee is Chris Seabrooke.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Risk Committee's terms of reference deal adequately with all of the following: composition; objectives, purpose and activities;
delegated authorities including the extent of power to make decisions; tenure; and reporting mechanism to the Board.

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Risk Committee is entitled to obtain independent professional advice on any issue within its scope and the Company will pay
for such advice if the Board approved procedure has been followed.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.

PRINCIPLE 2.23
APPLIED

There is a Board Remuneration Committee.
Comment: The members are Chris Seabrooke, Mark Lamberti and David Cheesewright.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Remuneration Committee terms of reference deal adequately with all of the following: composition; objectives, purpose and
activities; delegated authorities including the extent of power to make decisions; tenure; and reporting mechanism to the Board.The
Remuneration Committee meets at least twice per year.

PRINCIPLE 2.23
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Remuneration Committee is entitled to obtain independent professional advice on any issue within its scope and the Company
will pay for such advice if the Board approved procedure has been followed.

PRINCIPLE 2.23
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
There is a Nomination Committee consisting of Board members.
Comment: The members are Mark Lamberti, Chris Seabrooke and David Cheesewright.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Nominations Committee terms of reference deal adequately with all of the following: composition; objectives, purpose and
activities; delegated authorities including the extent of power to make decisions; tenure; and reporting mechanism to the Board.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Nomination Committee is entitled to obtain independent professional advice on any issue within its scope and the Company will
pay for such advice if the Board approved procedure has been followed.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
Is the Company required, in terms of section 72 of the Companies Act, to have a Social and Ethics Committee?
Comment: Yes

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Company has a Social and Ethics Committee
Comment: The members are: Phumzile Langeni, Grant Pattison and JP Suarez.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee comprises of not less than three Directors or prescribed officers of the Company, at least one of
whom is a non-executive Director?
Comment: The members are: Phumzile Langeni (independent non-executive), Grant Pattison (executive) and JP Suarez (non-executive).

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has monitored the Company's activities relating to corruption, including: the OECD
recommendations regarding corruption and the reduction of corruption.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has monitored the Company's activities relating to corporate citizenship, including: the Company's
standing in terms of the goals and purposes of the 10 principles set out in the UN Global Compact Principles, contribution to
development of communities in which its activities are conducted or in which is products/services are marketed, and record of
sponsorship, donations and charitable giving.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has monitored the Company's activities relating to the environment, health and public safety,
including the impact of the Company's activities and of its products or services.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has monitored the Company's activities relating to consumer relationships, including the
Company's advertising, public relations and compliance with consumer protection laws.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Nominations Committee's terms of reference have been approved by the Board and are reviewed every year.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.

PRINCIPLE 2.23
APPLIED

There is a Nomination Committee consisting of Board members.
Comment: The members are Mark Lamberti, Chris Seabrooke and David Cheesewright.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Nominations Committee terms of reference deal adequately with all of the following: composition; objectives, purpose and
activities; delegated authorities including the extent of power to make decisions; tenure; and reporting mechanism to the Board.

PRINCIPLE 2.23
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has monitored the Company's activities relating to labour and employment including: The
Employment Equity Act and the BBBEE Act Promotion of equality and prevention of unfair discrimination, the Company's standing in
terms of the International Labour Organization Protocol on decent work and working conditions, the Company's employment
relationships, the Company's contribution toward the educational development of its employees.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has drawn matters within its mandate to the attention of the Board as occasion required.

terms of the International Labour Organization Protocol on decent work and working conditions, the Company's employment
relationships, the Company's contribution toward the educational development of its employees.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.23
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has drawn matters within its mandate to the attention of the Board as occasion required.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Social and Ethics Committee has reported, through one of its members, to the shareholders of the Company at the Company's
annual general meeting, on matters within its mandate.
Comment: This is documented in the Social and Ethics Committee Report and in the Corporate Governance section of Massmart's Integrated
Annual Report.

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The majority of members of the Nominations Committee consists of non-executive Directors and a majority of the non-executive
Directors is independent.

PRINCIPLE 2.24
APPLIED

PRINCIPLE 2.25
PARTIALLY
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
The Remuneration Committee is chaired by an independent Director.
Comment: The Chairperson is Chris Seabrooke (independent non-executive).

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.23
APPLIED

PRINCIPLE 2.24
NOT
APPLICABLE

The Board delegates certain functions to well-structured committees without abdicating from its own
responsibilities.
All members of the Remuneration Committee are non-executive Directors and a majority of the members is independent.
Comment: The members are: Mark Lamberti (independent non-executive), Chris Seabrooke (independent non-executive) and David
Cheesewright (non-executive).

A governance framework has been agreed upon between the group and its subsidiary Boards
The integrated report provides details of the implementation and adoption of the holding Company's governance policies, processes
or procedures.
Comment: Not applicable

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
PRINCIPLE 2.24
APPLIED

A governance framework has been agreed upon between the group and its subsidiary Boards
There is a governance framework between the Group and its subsidiary Boards.
Comment: The divisional Boards report directly to the COO.

APPLIED

PRINCIPLE 2.25
PRINCIPLE 2.24
APPLIED

A governance framework has been agreed upon between the group and its subsidiary Boards
Implementation and adoption of the holding Company's governance policies, processes or procedures are considered and approved.

APPLIED

PRINCIPLE 2.25
PRINCIPLE 2.24
APPLIED

PRINCIPLE 2.24
APPLIED

PRINCIPLE 2.24
APPLIED

A governance framework has been agreed upon between the group and its subsidiary Boards
The holding Company Board consults with the Chairman of the subsidiary Board and nomination committee prior to nominating a
shareholder representative Director.
Comment: Massmart Holdings' Executives are represented on each of the Divisional Boards as non-executive Directors.

A governance framework has been agreed upon between the group and its subsidiary Boards
The holding Company that appoints a Director to represent its shareholder interests on the Board of the subsidiary Company,
respects the fiduciary duty of that Director to the subsidiary Company.

A governance framework has been agreed upon between the group and its subsidiary Boards

APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

APPLIED

A governance framework has been agreed upon between the group and its subsidiary Boards

APPLIED

PARTIALLY
APPLIED

PRINCIPLE 2.25

The Company remunerates its Directors and executives fairly.
The remuneration report discloses performance measures for vesting of share options and the reasons for choosing those
performance measures.
Comment: The report discloses performance measures for vesting of share options but not the reasons for choosing those performance
measures.

The Company remunerates its Directors and executives fairly.
The remuneration report includes details of the main performance parameters or targets for threshold, expected and beyond
expectation performance of executive Directors and other senior executives.

The Company remunerates its Directors and executives fairly.
Remuneration policies and practices are in place that adequately address all of the following: base pay and bonuses; termination of
employee contracts; severance and retirement benefits; and share-based and other long-term incentive schemes.

The Company remunerates its Directors and executives fairly.
Participation in the Company's share-based and long-term incentive schemes is subject to both of these conditions: It is limited to
employees and executive Directors; and It provides appropriate limits for individual participation.
Comment: Non-executive Directors are not entitled tp participate in the Company's incentive scheme, Maximum participation in the
share-based incentive scheme is four million shares.

The Company remunerates its Directors and executives fairly.
Remuneration policies and practices are both: aligned with Company strategy; and linked to individual performance.

The Company remunerates its Directors and executives fairly.
High leveraging of share-based incentive schemes through extensive financing thereof is avoided.

The Company remunerates its Directors and executives fairly.
Incentives are based on targets that are both: related to both finances and sustainability; and stretching, verifiable and relevant.

The Company remunerates its Directors and executives fairly.
The awards of share-based incentives and options are granted regularly and consistently, generally once a year.

The Company remunerates its Directors and executives fairly.
Awards of share-based incentives and options are not allowed in closed periods.

The Company remunerates its Directors and executives fairly.
More than one performance measure is used for the award of incentives to avoid manipulation of results or poor business
decisions.

The Company remunerates its Directors and executives fairly.
Backdating of awards of share-based incentives and options is not allowed.
Comment: This is specifically prohibited in the share incentive documents.

The Company remunerates its Directors and executives fairly.
Remuneration levels reflect the contribution to Company performance by senior executives.

The Company remunerates its Directors and executives fairly.
Incentives for long-term and short-term goals meet both of the following conditions:- Incentives are different for long-term and
short-term goals; and- There is a balance between rewarding short-term and long-term goals.

There are formal policies and practices in place to ensure equal treatment of shareholders within the group.

PRINCIPLE 2.25
PRINCIPLE 2.25

There are formal policies and practices in place to ensure equal treatment of shareholders within the group.

Insider trading is dealt with in terms of relevant stock exchange rules.

PRINCIPLE 2.25
PRINCIPLE 2.24

A governance framework has been agreed upon between the group and its subsidiary Boards

The Company remunerates its Directors and executives fairly.

APPLIED

The remuneration report discloses performance measures for vesting of share options and the reasons for choosing those
performance measures.
Comment: The report discloses performance measures for vesting of share options but not the reasons for choosing those performance
measures.

The Company remunerates its Directors and executives fairly.

PRINCIPLE 2.25

The Company remunerates its Directors and executives fairly.
Awards of shares and share options, in expectation of service over a performance measurement period, have a vesting period, or are
exercisable, within three to seven years from date of grant.
Comment: In terms of the existing employee share scheme, vesting occurs over a five-year period, starting two years after the offer date and
expiring ten years after the offer date. The new share plan which is being proposed to shareholders at the May 2013 AGM complies with the
above requirement.

The Company remunerates its Directors and executives fairly.

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

The Company remunerates its Directors and executives fairly.
Incentives for long-term and short-term goals meet both of the following conditions:- Incentives are different for long-term and
short-term goals; and- There is a balance between rewarding short-term and long-term goals.

The Company remunerates its Directors and executives fairly.
Awards of shares and share options, in expectation of service over a performance measurement period, have a vesting period, or are
exercisable, within three to seven years from date of grant.
Comment: In terms of the existing employee share scheme, vesting occurs over a five-year period, starting two years after the offer date and
expiring ten years after the offer date. The new share plan which is being proposed to shareholders at the May 2013 AGM complies with the
above requirement.

The Company remunerates its Directors and executives fairly.
The value of awards of share options and incentives is not significant compared to base pay.

The Company remunerates its Directors and executives fairly.
Employment contracts do not commit the Company to pay on termination if the termination arises from an executive's failure.

The Company remunerates its Directors and executives fairly.
There is no automatic entitlement to bonus or share-based payments on early termination of employment.

The Company remunerates its Directors and executives fairly.
There is not automatic vesting of share-based and other long-term incentives (although pro rating the benefit based on time and
performance or creating new instruments to preserve value may be considered) in the event of the following: change of control of
the Company; roll-over for capital reconstruction; early termination of employment; and dismissal for good cause.

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

The Company remunerates its Directors and executives fairly.
There is no provision in employment contracts for severance payments as result of change in control of the Company.

PRINCIPLE 2.25
PRINCIPLE 2.25
APPLIED

The Company remunerates its Directors and executives fairly.

APPLIED

NOT
APPLIED

The Company remunerates its Directors and executives fairly.
Non-executive Directors' fees comprise both a base fee and an attendance fee per meeting.
Comment: The Board does not believe that Directors should earn attendance fees in addition to a base fee. Many Directors add significant
value to the Group outside of the formal Board and Committee meetings, sometimes greater value than they might do within the confines of a
formal meeting.

APPLIED

PRINCIPLE 2.26
APPLIED

PRINCIPLE 2.25
APPLIED

APPLIED

PRINCIPLE 2.25
APPLIED

PRINCIPLE 2.25
APPLIED

Shareholders approve non-executive Directors' fees in advance by special resolution.
Comment: Refer to Special Resolution Number 2 in the Notice of AGM.

PRINCIPLE 2.26

APPLIED

PRINCIPLE 2.25
APPLIED

The Remuneration Committee ensures that the mix of fixed and variable pay (in cash, shares and other elements) meets the
Company's needs and strategic objectives.

The Company remunerates its Directors and executives fairly.
The Remuneration Committee assists the Board in setting and administering remuneration policies for all levels in the Company, but
focuses on the remuneration of executive Directors and other senior executives, and non-executive Directors.

The Company remunerates its Directors and executives fairly.

PRINCIPLE 2.26
NOT
APPLIED

PRINCIPLE 2.26
NOT
APPLIED

APPLIED

The Company remunerates its Directors and executives fairly.
The Remuneration Committee selects an appropriate comparative group when determining remuneration levels.

The Company remunerates its Directors and executives fairly.
The Remuneration Committee ensures that all benefits, including retirement benefits and other financial arrangements, are both
justified and correctly valued.

The Company remunerates its Directors and executives fairly.
The Remuneration Committee satisfies itself on the accuracy of recorded performance measures that govern vesting of incentives.

The Company remunerates its Directors and executives fairly.
The Remuneration Committee's terms of reference have been approved by the Board and are reviewed every year.

The Company remunerates its Directors and executives fairly.
Incentive schemes to encourage retention are established separately, or are clearly distinguished, from those to reward performance
and details thereof are disclosed in the remuneration report.
Comment: The existing employee share scheme and the new share plan which is being proposed to shareholders at the May 2013 AGM deal
with this.

The Company remunerates its Directors and executives fairly.
The remuneration report includes details of limits for participation in incentive schemes.
Comment: Limits are included in the incentive scheme documents: max four million per participant.

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report includes details about the use of comparative benchmarks for setting remuneration levels.

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report includes details of material payments that are ex gratia in nature.

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report includes justification of a policy to pay salaries on average above the median of the benchmark used for
setting the remuneration levels.

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report includes the term of executive service contracts as well as the notice period for termination.

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report discloses both the nature and period of restraint provided for in executive service contracts.

The Remuneration Committee advises on the remuneration of non-executive Directors.

The Company remunerates its Directors and executives fairly.
The Remuneration Committee considers the appropriateness of early vesting of share-based incentive schemes at the end of
employment.

The Company remunerates its Directors and executives fairly.

APPLIED

PRINCIPLE 2.26
APPLIED

The Company has disclosed the remuneration of each individual Director and prescribed officer.
A remuneration report is included in the integrated report.

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report discloses the maximum and the expected potential dilution due to incentive awards.
Comment: Refer to the Group's Income Statement and Note 11 to the Group AFS.

The Remuneration Committee regularly reviews incentive schemes to ensure their continued contribution to shareholder value.

PRINCIPLE 2.26
PRINCIPLE 2.25

The remuneration committee ensures that remuneration levels reflect the contribution of senior executives and executive Directors
to Company performance.

The Company remunerates its Directors and executives fairly.

PRINCIPLE 2.26
PRINCIPLE 2.25

The Company remunerates its Directors and executives fairly.

The Company remunerates its Directors and executives fairly.

APPLIED

PRINCIPLE 2.25

The Remuneration Committee regularly reviews incentive schemes to ensure their continued contribution to shareholder value.

The Company has established share-based and/or long-term incentive schemes.

PRINCIPLE 2.26
PRINCIPLE 2.25

The Company remunerates its Directors and executives fairly.

The Company remunerates its Directors and executives fairly.
The remuneration committee ensures that remuneration levels reflect the contribution of senior executives and executive Directors

APPLIED

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report discloses the non-executive Directors' fees, including fees for serving on a Board committee.

III PRINCIPLE 2.26
APPLIED

The Company has disclosed the remuneration of each individual Director and prescribed officer.
The remuneration report discloses the maximum and the expected potential dilution due to incentive awards.
Comment: Refer to the Group's Income Statement and Note 11 to the Group AFS.

Massmart believes that the ﬁrst steps towards good corporate governance must include
PRINCIPLE 2.26
Company has disclosed
the remuneration
of each individual
Director andframeworks,
prescribed officer.
embracing
theThe
requirements
of the relevant
governance
and regulatory
as well as
The
remuneration
report discloses
the non-executive
Directors'
fees, including
fees
for serving on a Board
committee.
corporate
best
practice.
More
than
this,
Massmart
believes
that
sustainable
and
effective
APPLIED
corporate governance is best demonstrated through a consistent pattern of doing the right thing
regardless of the circumstances.
PRINCIPLE 2.26

The Company has disclosed the remuneration of each individual Director and prescribed officer.

The primary South African
governance
framework
the KingofReport
on Governance
Thecorporate
remuneration
report includes
an is
overview
the policy
on base pay.for South Africa, 2009, and King Code of Governance Principles
APPLIED
(King III),
which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
environment as reflected in the Group’s Code of Ethical Conduct.
Massmart
believes
theseCompany
guides to corporate
decisionthe
making
are essential of
foreach
any governance
achieve
desired outcomes
PRINCIPLE
2.26that The
has disclosed
remuneration
individualframework
Directortoand
prescribed
officer. consistent with
our Company values. In addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
The remuneration report includes details of all benefits paid and awarded to individual Directors.
practices
relevant to our business, in every country where we conduct business.
APPLIED
For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

PRINCIPLE 2.27
APPLIED

The shareholders have approved the Company's remuneration policy.

Shareholders pass a non-binding advisory vote on the Company's remuneration policy every year.
Comment: The rationale and basis for the Group’s executive remuneration policy is carefully considered by the Remuneration Committee and
is documented in the integrated annual report.

Massmart believes that these guides to corporate decision making are essential for any governance framework to achieve desired outcomes consistent with
our Company
addition
to this corporate
governance
framework,
the Group
committed to complying
with all
legislation, regulations
and best
PRINCIPLEvalues.
3.2 In Audit
committee
members
are suitably
skilled
andisexperienced
independent
non-executive
Directors
practices relevant to our business, in every country where we conduct business.
Audit Committee members collectively have knowledge and experience of financial risks, financial and sustainability reporting, and
APPLIED
internal
controls.
For the year ended December
2013,
apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

PRINCIPLE 3.2
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
Audit Committee members collectively have knowledge and experience of corporate law.

PRINCIPLE
3.2 3.1 -Audit
PRINCIPLE
3.10 committee members are suitably skilled and experienced independent non-executive Directors
APPLIED

PRINCIPLE 3.1
APPLIED

PRINCIPLE 3.2
PRINCIPLE
APPLIED 3.1
APPLIED

PRINCIPLE 3.2
PRINCIPLE
APPLIED 3.1
APPLIED

Audit Committee members collectively have a thorough understanding of the complexities of International Financial Reporting
Standards, South African Statements of Generally Accepted Accounting Practice, Global Reporting Initiative Standards, or any other
The Board has ensured that the Company has an effective and independent audit committee
financial reporting framework and set of standards applicable.
The Audit Committee's terms of reference have been approved by the Board and are reviewed every year.

Audit committee members are suitably skilled and experienced independent non-executive Directors
If vacancies on the Audit Committee arise, the Board fills them until the next AGM when shareholders elect members formally.

The Board has ensured that the Company has an effective and independent audit committee

The Nominations Committee presents shareholders with suitable candidates for election as Audit Committee members.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The integrated report summarises the role and duties of the Audit Committee.
The
Board
has
ensured
the Governance
Companysection
has an
andIntegrated
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Comment:
This
included
in the that
Corporate
of effective
the Massmart's
Annual audit
Report.committee
The Company has an Audit Committee.
Comment: The members are Chris Seabrooke, Mark Lamberti, Lulu Gwagwa and Phumzile Langeni.

PRINCIPLE 3.1 - 3.10
PRINCIPLE 3.1
PRINCIPLE 3.1
APPLIED

The Board has ensured that the Company has an effective and independent audit committee
The Audit Committee's terms of reference have been approved by the Board and are reviewed every year.

APPLIED

PRINCIPLE 3.1
PRINCIPLE 3.1
APPLIED

The Board has ensured that the Company has an effective and independent audit committee
The Nominations Committee presents shareholders with suitable candidates for election as Audit Committee members.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.1
APPLIED

The Board has ensured that the Company has an effective and independent audit committee
The Company has an Audit Committee.
Comment: The members are Chris Seabrooke, Mark Lamberti, Lulu Gwagwa and Phumzile Langeni.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.1
APPLIED

The Board has ensured that the Company has an effective and independent audit committee
The Audit Committee meets at least twice a year.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.1
APPLIED

The Board has ensured that the Company has an effective and independent audit committee
At least once a year, the Audit Committee meets with the external and internal auditors without management being present.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.2
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
The Nominations Committee evaluates whether Audit Committee members collectively have the required level of qualifications and
experience.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.2
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
The shareholders elect the Audit Committee members at the AGM.
Comment: Refer to the Ordinary Resolution number 6 of the Notice of AGM.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.2
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
The Audit Committee consists of at least three members.
Comment: The members are Chris Seabrooke, Lulu Gwagwa and Phumzile Langeni.

APPLIED

PRINCIPLE 3.2
PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
All members of the Audit Committee are independent non-executive Directors.

Audit committee members are suitably skilled and experienced independent non-executive Directors
Audit Committee members collectively have knowledge and experience of financial risks, financial and sustainability reporting, and
internal controls.

Audit committee members are suitably skilled and experienced independent non-executive Directors
Audit Committee members collectively have knowledge and experience of corporate law.

APPLIED

PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
APPLIED

The Board has ensured that the Company has an effective and independent audit committee
The Audit Committee meets at least twice a year.

The Board has ensured that the Company has an effective and independent audit committee
At least once a year, the Audit Committee meets with the external and internal auditors without management being present.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The Nominations Committee evaluates whether Audit Committee members collectively have the required level of qualifications and
experience.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The shareholders elect the Audit Committee members at the AGM.
Comment: Refer to the Ordinary Resolution number 6 of the Notice of AGM.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The Audit Committee consists of at least three members.
Comment: The members are Chris Seabrooke, Lulu Gwagwa and Phumzile Langeni.

Audit committee members are suitably skilled and experienced independent non-executive Directors
All members of the Audit Committee are independent non-executive Directors.

Audit committee members are suitably skilled and experienced independent non-executive Directors
Audit Committee members collectively have knowledge and experience of financial risks, financial and sustainability reporting, and
internal controls.

Audit committee members are suitably skilled and experienced independent non-executive Directors
Audit Committee members collectively have knowledge and experience of corporate law.

Audit committee members are suitably skilled and experienced independent non-executive Directors
Audit Committee members collectively have a thorough understanding of the complexities of International Financial Reporting
Standards, South African Statements of Generally Accepted Accounting Practice, Global Reporting Initiative Standards, or any other
financial reporting framework and set of standards applicable.

Audit committee members are suitably skilled and experienced independent non-executive Directors
If vacancies on the Audit Committee arise, the Board fills them until the next AGM when shareholders elect members formally.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The integrated report summarises the role and duties of the Audit Committee.
Comment: This included in the Corporate Governance section of the Massmart's Integrated Annual Report.

PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
If vacancies on the Audit Committee arise, the Board fills them until the next AGM when shareholders elect members formally.

PRINCIPLE 3.4
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
The integrated report summarises the role and duties of the Audit Committee.
Comment: This included in the Corporate Governance section of the Massmart's Integrated Annual Report.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The Audit Committee includes in the integrated report both the following: a statement on whether or not it considered and
recommended the internal audit charter for approval by the Board; and a description of its working relationship with the Chief Audit
Executive.
Comment: This included in the Corporate Governance section of the Massmart's Integrated Annual Report.

PRINCIPLE 3.4
APPLIED

PRINCIPLE 3.4
APPLIED

PRINCIPLE 3.4
PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.2
PARTIALLY
APPLIED

PRINCIPLE 3.2
APPLIED

PRINCIPLE 3.3
APPLIED

PRINCIPLE 3.3
APPLIED

Audit committee members are suitably skilled and experienced independent non-executive Directors
The integrated report discloses whether the Audit Committee has satisfied its responsibilities for the year in accordance with the
formal terms of reference.
Comment: This included in the Corporate Governance section of the Massmart's Integrated Annual Report.

Audit committee members are suitably skilled and experienced independent non-executive Directors
It is disclosed in the integrated report whether the Audit Committee has adopted a formal terms of reference.
Comment: This included in the Corporate Governance section of the Massmart's Integrated Annual Report.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The integrated report discloses the names and qualifications of all members of the Audit Committee during the period under review,
and the period that each member has served on the Committee.
Comment: We do not disclose the period that each member has served on the committee but do for Board in their CV's in Massmart at a
Glance.

Audit committee members are suitably skilled and experienced independent non-executive Directors
The integrated report includes information about duties that the Board has assigned to the Audit Committee.
Comment: A summary of the these duties is included in the Board Committees table.

The audit committee is chaired by an independent non-executive Director.
The Chairman of the Audit Committee is an independent non-executive Director and not the Chairman of the Board.
Comment: The Chairman of the Audit and Risk Committee is Chris Seabrooke.

APPLIED

PRINCIPLE 3.4
PARTIALLY
APPLIED

PRINCIPLE 3.4
PARTIALLY
APPLIED

PRINCIPLE 3.4
APPLIED

PRINCIPLE 3.5
APPLIED

APPLIED

The Chairman of the Audit Committee is selected by the Board.

PRINCIPLE 3.5

The audit committee is chaired by an independent non-executive Director.
The Chairman of the Audit Committee attends the AGM.
Comment: Refer to the Board and Committee Attendance table.

PRINCIPLE 3.6
APPLIED

PRINCIPLE 3.4
APPLIED

The audit committee oversees integrated reporting
The Audit Committee is informed where there is disagreement on auditing or accounting matters between the management and the
external auditors.

PRINCIPLE 3.6
APPLIED

PRINCIPLE 3.4
APPLIED

PRINCIPLE 3.4
APPLIED

The audit committee oversees integrated reporting
The Audit Committee has regard to all factors and risks that may affect the integrity (i.e. accuracy and reliability of information) of
the integrated report, including the following: judgements; changes in accounting policies; significant or unusual transactions;
factors that may predispose management to present misleading information; and any evidence that brings into question any
previously published financial information, etc.

The audit committee oversees integrated reporting
The Audit Committee reviews a written assessment (documented by management) of the going concern premise of the Company.

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.4
APPLIED

PRINCIPLE 3.4
APPLIED

PRINCIPLE 3.4

The Audit Committee recommends to the Board whether the external auditor should perform assurance procedures on interim
results and review the results of such engagement.

The audit committee oversees integrated reporting
The Audit Committee reviews the content of summarised information for whether it provides a balanced view of the Company's
information.

The audit committee oversees integrated reporting
The Audit Committee recommends the integrated report to the Board for approval.

The audit committee oversees integrated reporting
The Audit Committee engages the external auditors to provide assurance on the summarised financial information.

The audit committee oversees integrated reporting
The Audit Committee recommends to the Board to engage an external assurance provider over material elements of the
sustainability reporting within the integrated report.
Comment: Massmart's sustainability report has not been audited by an external assurance provider but verification of the key sustainability
metrics have been obtained through agreed upon procedures performed by Massmart Internal Audit Services (MIAS). A copy of the agreed
upon procedures report is available at the registered offices of the Company.

The audit committee oversees integrated reporting
The Audit Committee evaluates both the independence and quality of the external providers of assurance on sustainability.
Comment: Massmart's sustainability report has not been audited by an external assurance provider but verification of the key sustainability
metrics have been obtained through agreed upon procedures performed by MIAS. A copy of the agreed upon procedures report is available at
the registered offices of the Company.

The audit committee oversees integrated reporting
The Audit Committee reviews the disclosure of sustainability issues in the integrated report to ensure that it is both reliable and not
in conflict with the financial information.

The audit committee has ensured that a combined assurance model has been applied which provides a
coordinated approach to all assurance activities.
The Audit Committee ensures that the combined assurance received from management, internal and external assurance providers
is sufficient to address all significant risks facing the Company.

The audit committee is chaired by an independent non-executive Director.

APPLIED

PRINCIPLE 3.3

The audit committee oversees integrated reporting

The audit committee oversees integrated reporting
The Audit Committee recommends to the Board whether the external auditor should perform assurance procedures on interim
results and review the results of such engagement.

The audit committee oversees integrated reporting
The Audit Committee reviews the content of summarised information for whether it provides a balanced view of the Company's
information.

The audit committee oversees integrated reporting
The Audit Committee recommends the integrated report to the Board for approval.

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.7

The audit committee has ensured that a combined assurance model has been applied which provides a
coordinated approach to all assurance activities.
The Audit Committee monitors the relationship between the external assurance providers and the Company.

The audit committee is satisfied with the expertise, resources and experience of the Company's finance
function.
The integrated report discloses the results of the Audit Committee's evaluation of both the finance Director and the finance function.

The audit committee is satisfied with the expertise, resources and experience of the Company's finance
function.
The Audit Committee does both of the following: considers and satisfies itself of the suitability of the expertise and experience of
the financial Director every year; and reviews the finance function every year.

The audit committee oversees the internal audit function
The Audit Committee is responsible for the appointment, performance assessment and dismissal of the Chief Audit Executive or
outsourced internal audit service provider.

The audit committee oversees the internal audit function
The internal audit plan is approved by the Audit Committee.

The audit committee oversees the internal audit function
The Audit Committee ensures that the Company's internal audit function both: is independent; and has the necessary resources,
standing and authority within the Company to enable it to discharge its functions.

The audit committee oversees the internal audit function
The Audit Committee oversees cooperation between external and internal audit to avoid overlap of audit scope.

The audit committee oversees the internal audit function

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.7
APPLIED

PRINCIPLE 3.8
APPLIED

PRINCIPLE 3.8
APPLIED

PRINCIPLE 3.8
APPLIED

PRINCIPLE 3.8
APPLIED

PRINCIPLE 3.8
APPLIED

The audit committee oversees the internal audit function
The Audit Committee ensures that the Company's internal audit function both: is independent; and has the necessary resources,
standing and authority within the Company to enable it to discharge its functions.

The audit committee oversees the internal audit function

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9

The Audit Committee oversees cooperation between external and internal audit to avoid overlap of audit scope.
APPLIED

The audit committee oversees the internal audit function
The Audit Committee ensures that the internal audit function goes through an independent quality review in line with Institute of
Internal Auditors' standards or whenever it considers it appropriate.

The audit committee is an integral component of the risk management process.
The terms of reference of the Audit Committee set out its responsibilities for risk management.
Comment: This is included in the Audit and Risk Committee Charter.

The audit committee is an integral component of the risk management process.
The Audit Committee oversees all of the following: financial reporting risks; internal financial controls; fraud risks related to
financial reporting; and IT risks related to financial reporting.

The audit committee is an integral component of the risk management process.
There is a Board committee (either a risk committee or the audit committee) that assists the Board in carrying out its risk
responsibilities. (Further questions will refer to a risk committee, even if the audit committee carries out this function.)
Comment: This is dealt with by the risk component of the Audit and Risk Committee.

The audit committee is an integral component of the risk management process.
The Risk Committee oversees the Company's risk management function.

The audit committee is an integral component of the risk management process.
Both these statements are correct: In the integrated report, the Audit Committee makes a statement on the effectiveness of the
system of internal financial controls; and This statement is based on a formal documented review performed by internal audit as
well as reports from other assurance providers, management and the external auditors.
Comment: This is included in the Corporate Governance section of the Massmart's Integrated Annual Report.

PRINCIPLE 3.9
APPLIED

APPLIED

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9
APPLIED

PRINCIPLE 3.9

The Audit Committee reviews any accounting and auditing concerns identified as a result of the internal or external audit.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee is informed of Reportable Irregularities identified and reported by the external auditor in terms of the Auditing
Profession Act.
Comment: There aren't any to report on.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee reviews the quality and effectiveness of the external audit process.

REGISTER DOCUMENTING THE ASSESSMENT OF THE 75 PRINCIPLES OF KING
III PRINCIPLE 3.10 The audit committee has reported to the Board and the shareholders as to how it has discharged its duties.
APPLIED

The integrated report describes how the Audit Committee carried out its functions during the period under review.
Comment: This is included in the Corporate Governance section of the Massmart's Integrated Annual Report.

Massmart believes that the ﬁrst steps towards good corporate governance must include
PRINCIPLE 3.10
The audit committee has reported to the Board and the shareholders as to how it has discharged its duties.
embracing the requirements of the relevant governance and regulatory frameworks, as well as
The integrated report includes a statement on whether the Audit Committee is satisfied that the auditor is independent of the
APPLIED bestCompany.
corporate
practice. More than this, Massmart believes that sustainable and effective
Comment:
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is best
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corporate governance
through
regardless of the circumstances.
PRINCIPLE 3.10

The audit committee has reported to the Board and the shareholders as to how it has discharged its duties.

The primary South African corporate governance framework is the King Report on Governance for South Africa, 2009, and King Code of Governance Principles
The integrated report includes commentary by the Audit Committee on all of the following: the financial statements; the accounting
(King III),
which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
APPLIED
practices; and the internal financial controls of the Company.
environment as reflected in the Group’s Code of Ethical Conduct.
Comment: This is included in the Audit and Risk Committee Report.
Massmart believes that these guides to corporate decision making are essential for any governance framework to achieve desired outcomes consistent with
our Company
addition
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corporate has
governance
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PRINCIPLEvalues.
3.10 In The
audit
committee
reported
to the Board
and
shareholders
as to
how
it has discharged
practices relevant to our business, in every country where we conduct business.
The Audit Committee reports internally to the Board both on its statutory duties and on those duties that the Board assigns to it.
APPLIED

For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

PRINCIPLE 3.10
APPLIED

PRINCIPLE 3.8

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.

The audit committee has reported to the Board and the shareholders as to how it has discharged its duties.
The Audit Committee reports to the shareholders on all of its statutory duties.
Comment: This is included in the Audit and Risk Committee Report.

The audit committee is an integral component of the risk management process.
The Audit Committee discloses in the integrated report the nature and extent of material weaknesses in the design, implementation
or execution of financial controls that resulted in material financial loss, fraud or material errors.
Comment: There has been no material financial loss, fraud or material errors resultant from weakness in financial controls.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.

PRINCIPLE 4.1 - 4.10
PRINCIPLE 4.1
APPLIED

The Audit Committee approves both the external auditor's terms of engagement and remuneration.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee monitors and reports on the external auditor's independence.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee has defined a policy for non-audit services provided by the external auditor.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee recommends to shareholders the appointment, reappointment and removal of the external auditor.
Comment: Refer to the Ordinary Resolution Number 5 in the Notice of AGM.

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee reviews any accounting and auditing concerns identified as a result of the internal or external audit.

PRINCIPLE 4.1
APPLIED

PRINCIPLE 4.1
APPLIED

PRINCIPLE 4.1
APPLIED

PRINCIPLE 4.1
APPLIED

The audit committee is responsible for the recommending the appointment of the external auditor and
overseeing the external audit process.
The Audit Committee is informed of Reportable Irregularities identified and reported by the external auditor in terms of the Auditing
Profession Act.
Comment: There aren't any to report on.

The audit committee is responsible for the recommending the appointment of the external auditor and

PRINCIPLE 4.1
APPLIED

The Board is responsible for the governance of risk.
A policy and a plan that provide for an effective system and process of risk management have been developed and approved by the
Board.
Comment: This function is delegated to the Audit and Risk Committee, which oversees the development and annual review of the Group's risk
management policy, process and structures, and makes recommendations from time-to-time to the Board.

The Board is responsible for the governance of risk.
Management demonstrates to the Board that the risk responses provide for the identification and exploitation of opportunities to
improve the performance of the Company.

The Board is responsible for the governance of risk.
The risk policy includes all of the following: the Company's definitions of risk terms and risk management; - risk management
objectives; the risk approach and philosophy; and the various responsibilities and ownership for risk management within the
Company.

The Board is responsible for the governance of risk.
The Board's responsibility for risk governance is set out in both the Board charter and risk policy and plan.
Comment: The Board Charter provides that the Board and Board Committees assume responsibility for ensuring that a relevant system of
policies and procedures is in place to identify, monitor and manage risk and to ensure regulatory and legal compliance.

The Board is responsible for the governance of risk.
The risk plan includes all of the following: the Company's risk management structure; the risk management framework; i.e. the
approach followed (for example, COSO, ISO, IRMSA ERM Code of Practice, IRM (UK), etc.); the standards and methodology adopted;
i.e. the measureable milestones (for example, tolerances, intervals, frequencies, frequency rates, etc.); risk management guidelines;
reference to integration of risk (for example, communication, training and awareness programmes); and details of the assurance
and review of the risk management process.

The Board is responsible for the governance of risk.
The integrated report discloses details of how the Board has satisfied itself that risk assessments, responses and interventions are
effective.
Comment: This is included in the Corporate Governance section of the Massmart's Integrated Annual Report.

APPLIED

PRINCIPLE 4.1
APPLIED

approach followed (for example, COSO, ISO, IRMSA ERM Code of Practice, IRM (UK), etc.); the standards and methodology adopted;
i.e. the measureable milestones (for example, tolerances, intervals, frequencies, frequency rates, etc.); risk management guidelines;
reference to integration of risk (for example, communication, training and awareness programmes); and details of the assurance
and review of the risk management process.

PRINCIPLE 4.5
APPLIED
APPLIED

PRINCIPLE 4.3
APPLIED

APPLIED

PRINCIPLE 4.2
APPLIED

PRINCIPLE 4.5

The integrated report discloses details of how the Board has satisfied itself that risk assessments, responses and interventions are
effective.
Comment: This is included in the Corporate Governance section of the Massmart's Integrated Annual Report.

APPLIED 4.3
PRINCIPLE

The Board has determined the levels of risk tolerance.

PRINCIPLE 4.5

The Board has ensured that risk assessments are performed on a continual basis.

The Company discloses in the integrated report details of where the limits of risk appetite (willingness to tolerate risk) exceed, or
deviate materially from, the limits of the Company's risk tolerance (ability to tolerate risks).
Comment: The Company's risk appetite has not exceeded its risk tolerance levels.

PRINCIPLE 4.4

Risks
are prioritised
and rankedtoinmanagement
order to focus responses
and interventions
to those
risks outsideand
the monitor
Board's tolerance
The Board
has delegated
the responsibility
to design,
implement
the risklimits.
Comment: Risks are ranked within the Group risk register.

The Board has determined the levels of risk tolerance.
The Board monitors that risks are taken within the Company's tolerance and appetite levels.
Comment: The Audit and Risk Committee monitors that risks are managed within the level of tolerance and appetite, as approved by the
Board.

APPLIED
APPLIED

PRINCIPLE 4.5
APPLIED

PRINCIPLE 4.4
APPLIED

PRINCIPLE 4.2
APPLIED

PRINCIPLE 4.3
APPLIED

PRINCIPLE 4.3
APPLIED

PRINCIPLE 4.3
APPLIED

The Board has determined the levels of risk tolerance.
The Board sets the levels of risk tolerance every year.
Comment: The Audit and Risk Committee makes recommendations to the Board concerning levels of tolerance and appetite, which the Board
approves.

The risk committee and/or audit committee has assisted the Board in carrying out its risk responsibilities.
The Risk Committee adequately reviews all of the following: the risk management progress and maturity of the Company; the
effectiveness of risk management activities; the key risks facing the Company; and the responses to address these key risks.

The risk committee and/or audit committee has assisted the Board in carrying out its risk responsibilities.
The Risk Committee monitors the whole risk management process.

PRINCIPLE 4.5
APPLIED

PRINCIPLE 4.5
PRINCIPLE 4.5
APPLIED
APPLIED

PRINCIPLE 4.5
PRINCIPLE 4.5
NOT
APPLIED
APPLICABLE

The risk committee and/or audit committee has assisted the Board in carrying out its risk responsibilities.
The Risk Committee considers the risk policy and plan.

PRINCIPLE
PRINCIPLE 4.6
4.5
APPLIED
APPLIED

PRINCIPLE 4.3
APPLIED

APPLIED

Both the following statements are true: Membership of the Risk Committee includes executive and non-executive Directors; and
Members of senior management and independent risk management experts are invited to attend, if necessary.

PRINCIPLE 4.5
4.7
PRINCIPLE

The risk committee and/or audit committee has assisted the Board in carrying out its risk responsibilities.
The Risk Committee has at least three members.
Comment: The members are Chris Seabrooke, Mark Lamberti, Lulu Gwagwa and Phumzile Langeni.

PRINCIPLE 4.8
PRINCIPLE 4.5
APPLIED

PRINCIPLE 4.3
APPLIED

PRINCIPLE 4.4
APPLIED

PRINCIPLE 4.4
APPLIED

PRINCIPLE 4.5
APPLIED

The risk committee and/or audit committee has assisted the Board in carrying out its risk responsibilities.
The Risk Committee members collectively have adequate and appropriate knowledge, skills and experience in risk.

The Board has delegated to management the responsibility to design, implement and monitor the risk
management plan.
The Board's risk policy and plan is effectively implemented by management through risk management systems and processes.
Comment: On behalf of the Board, the Audit & Risk Committee oversees the Group's risk management programme. Responsibility for risk
management and loss prevention rests however, with the Group and Divisional Executive Committees.

The Board has delegated to management the responsibility to design, implement and monitor the risk
management plan.
A Chief Risk Officer (CRO) or other senior employee responsible for risk management has been appointed and meets both the
following requirements: The CRO or senior employee is a suitably experienced person; and The CRO or senior employee has access
to and regular interaction on strategic matters with the Board or appropriate Board committee, and executive management.
Comment: Massmart's Chief Risk Officer (CRO) is the Group's Financial Director.

The Board has ensured that risk assessments are performed on a continual basis.
The Board ensures that effective and on-going risk assessments (i.e. identification and evaluation of risks in terms of probability
and impact) are performed.
Comment: The Risk Committee tables a Group risk register, aggregated from those prepared by the Divisions and the Group Executive
Committee, to the Board annually in February.

APPLIED

PRINCIPLE 4.5
4.9
PRINCIPLE
APPLIED
APPLIED

PRINCIPLE 4.10
APPLIED 4.5
PRINCIPLE
NOT
APPLICABLE

PRINCIPLE 4.6
APPLIED

PRINCIPLE 4.7
APPLIED

PRINCIPLE 4.8
PRINCIPLE 4.5
APPLIED

The Board has ensured that risk assessments are performed on a continual basis.

A systematic, documented, formal risk assessment is conducted at least once a year.
The
risk The
committee
and/or
audit
committee
has
assisted
the
Board
in carrying
out its
responsibilities.
Comment:
Risk Committee
tables
a Group
risk register,
aggregated
from
those
prepared
by the Divisions
andrisk
the Group
Executive
Committee,
to the Board
annually.collectively have adequate and appropriate knowledge, skills and experience in risk.
The
Risk Committee
members

management plan.

The Board's risk policy and plan is effectively implemented by management through risk management systems and processes.
Comment:
On has
behalfensured
of the Board,
therisk
Auditassessments
& Risk Committee
oversees
the Group's
risk
management
programme. Responsibility for risk
The Board
that
are
performed
on a
continual
basis.
management and loss prevention rests however, with the Group and Divisional Executive Committees.
A top-down approach is adopted in risk assessments without limiting focus to strategic or high-end risks only.
Comment: The Risk Committee considers there to be two categories of Group risk which can broadly be described as Strategic/Environmental
risks and
Operational
risks.
The
Board
has delegated
to management the responsibility to design, implement and monitor the risk

management plan.
A Chief
Risk Officer
(CRO) or that
otherrisk
senior
employee responsible
for risk management
has been
appointed and meets both the
The
Board
has ensured
assessments
are performed
on a continual
basis.
following
The CRO
or seniora employee
a suitably
experienced
The
Boardrequirements:
regularly receives
and reviews
register ofisthe
Company's
key risks.person; and The CRO or senior employee has access
to and regular interaction on strategic matters with the Board or appropriate Board committee, and executive management.
Comment: Massmart's Chief Risk Officer (CRO) is the Group's Financial Director.

The Board has ensured that risk assessments are performed on a continual basis.
The Board has ensured that risk assessments are performed on a continual basis.

The risk assessment process (i.e. identification and evaluation of risks in terms of probability and impact) involves all of the
The Board ensures that effective and on-going risk assessments (i.e. identification and evaluation of risks in terms of probability
following: the risks affecting the various income streams of the Company; the critical dependencies of the business; and the
and impact) are performed.
sustainability and the legitimate interests and expectations of stakeholders.
Comment: The Risk Committee tables a Group risk register, aggregated from those prepared by the Divisions and the Group Executive
Comment: Refer to our Group Risk Landscape section of the Massmart Integrated Annual Report
Committee, to the Board annually in February.

The Board has ensured that risk assessments are performed on a continual basis.
The Board has ensured that risk assessments are performed on a continual basis.

The Board ensures that key risks are quantified where practicable.
A systematic, documented, formal risk assessment is conducted at least once a year.
Comment: The Risk Committee tables a Group risk register, aggregated from those prepared by the Divisions and the Group Executive
Committee, to the Board annually.

The
and methodologies
implemented
to increase the probability of
The Board
Board has
has ensured
ensured that
that frameworks
risk assessments
are performedare
on a
continual basis.
anticipating
unpredictable
risks.
Risks are prioritised and ranked in order to focus responses and interventions to those risks outside the Board's tolerance limits.
The BoardRisks
ensures
that anwithin
effective
framework
and processes are in place to anticipate unpredictable risks.
Comment:
are ranked
the Group
risk register.

The risk committee and/or audit committee has assisted the Board in carrying out its risk responsibilities.

APPLIED
APPLIED

PRINCIPLE 4.3

and impact) are performed.
Comment: The Risk Committee tables a Group risk register, aggregated from those prepared by the Divisions and the Group Executive
The
risk committee
and/orinaudit
committee has assisted the Board in carrying out its risk responsibilities.
Committee,
to the Board annually
February.
The Risk Committee has at least three members.
Comment: The members are Chris Seabrooke, Mark Lamberti, Lulu Gwagwa and Phumzile Langeni.

The Board is responsible for the governance of risk.

APPLIED

PRINCIPLE 4.2

The
has ensured
that
areRisk
performed
a continual
basis.
Both Board
the following
statements
are risk
true: assessments
Membership of the
Committeeon
includes
executive
and non-executive Directors; and
Members
senior that
management
and on-going
independent
management
are invited
to attend, ifofnecessary.
The
Boardof
ensures
effective and
risk risk
assessments
(i.e.experts
identification
and evaluation
risks in terms of probability

The Board has ensured that risk assessments are performed on a continual basis.
A systematic, documented, formal risk assessment is conducted at least once a year.
Comment: The Risk Committee tables a Group risk register, aggregated from those prepared by the Divisions and the Group Executive

APPLIED

The Board
Board has
has ensured
ensured that
that risk
management
has considered
andon
has
implemented
appropriate risk responses.
The
assessments
are performed
a continual
basis.
Management
determines
risk responses,
and notes the
risk responses
in theto
risk
register.or high-end risks only.
A top-down approach
is adopted
in risk assessments
without
limiting focus
strategic
Comment: The Risk Committee considers there to be two categories of Group risk which can broadly be described as Strategic/Environmental
risks and Operational risks.

The Board has ensured the continual risk monitoring by management.
The
Board
has ensured
thatand
riskcontinual
assessments
areofperformed
on a takes
continual
The Board
ensures
that effective
monitoring
risk management
place. basis.
Comment:
Audit and
Risk Committee
Charter
provides
thatCompany's
the Company
The
BoardThe
regularly
receives
and reviews
a register
of the
keymonitors
risks. the implementation of the policy and plan for risk
management taking place by means of risk management systems and processes.

The Board
Board has
has ensured
received that
assurance
regarding the
risk management
process.
The
risk assessments
areeffectiveness
performed onofa the
continual
basis.
Management
providesprocess
assurance
the Board that
risk management
isof
integrated
in the
activities
of the
Company.
The risk assessment
(i.e. to
identification
andthe
evaluation
of risks in plan
terms
probability
anddaily
impact)
involves
all of
the
following: the risks affecting the various income streams of the Company; the critical dependencies of the business; and the
sustainability and the legitimate interests and expectations of stakeholders.
Comment: Refer to our Group Risk Landscape section of the Massmart Integrated Annual Report

The Board has ensured that there are processes in place which enable complete, timely, relevant, accurate
and accessible risk disclosure to stakeholders.
The
Board has ensured that risk assessments are performed on a continual basis.
There is disclosure of undue, unexpected or unusual risks taken, and if there are any resulting material losses that the Company

The
Board
thatunder
key risks
are also
quantified
where
suffered
forensures
the period
review,
disclosure
ofpracticable.
all of the following: the causes of these losses; the effect that these losses
have had on the Company; and the steps taken by the Board and the management to prevent a recurrence.
Comment: The unexpected risk of significant currency devaluations is disclosed in the Group's Annual Financial Statements.

The Board has ensured that frameworks and methodologies are implemented to increase the probability of
anticipating unpredictable risks.
The Board ensures that an effective framework and processes are in place to anticipate unpredictable risks.

The Board has ensured that management has considered and has implemented appropriate risk responses.
Management determines risk responses, and notes the risk responses in the risk register.

The Board has ensured the continual risk monitoring by management.
The Board ensures that effective and continual monitoring of risk management takes place.
Comment: The Audit and Risk Committee Charter provides that the Company monitors the implementation of the policy and plan for risk
management taking place by means of risk management systems and processes.

PRINCIPLE 4.7
APPLIED

PRINCIPLE 4.8
APPLIED

The Board has ensured that management has considered and has implemented appropriate risk responses.
Management determines risk responses, and notes the risk responses in the risk register.

The Board has ensured the continual risk monitoring by management.
The Board ensures that effective and continual monitoring of risk management takes place.
Comment: The Audit and Risk Committee Charter provides that the Company monitors the implementation of the policy and plan for risk
management taking place by means of risk management systems and processes.

REGISTER DOCUMENTING THE ASSESSMENT OF THE 75 PRINCIPLES OF KING
III PRINCIPLE 4.9 The Board has received assurance regarding the effectiveness of the risk management process.
APPLIED

Management provides assurance to the Board that the risk management plan is integrated in the daily activities of the Company.

APPLIED

PRINCIPLE 5.3
APPLIED

PRINCIPLE 5.3
APPLIED

Massmart
believes
that the ﬁrst steps towards good corporate governance must include
PRINCIPLE 4.10
The Board has ensured that there are processes in place which enable complete, timely, relevant, accurate
embracing theand
requirements
the relevant
governance and regulatory frameworks, as well as
accessible risk of
disclosure
to stakeholders.
APPLIED
corporate
bestThere
practice.
More
than
this, Massmart
believes
that
sustainable
and
effective
is disclosure
of undue,
unexpected
or unusual risks taken,
and if there
are any
resulting material
losses
that the Company
suffered for the
review, also disclosure
of all of theafollowing:
the causes
of these losses;
the effect
that right
these losses
corporate governance
is period
bestunder
demonstrated
through
consistent
pattern
of doing
the
thing
have had on the Company; and the steps taken by the Board and the management to prevent a recurrence.
regardless of the
circumstances.
Comment:
The unexpected risk of significant currency devaluations is disclosed in the Group's Annual Financial Statements.
The primary South African corporate governance framework is the King Report on Governance for South Africa, 2009, and King Code of Governance Principles
(KingPRINCIPLE
III), which 4.10
forms the
backbone
Massmart’s
governance
framework;
in which
additionenable
Massmart
applies high
ethical
standardsaccurate
to its operating
The
Board to
has
ensuredown
thatcorporate
there are
processes
in place
complete,
timely,
relevant,
environment as reflectedand
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Group’s Code
of disclosure
Ethical Conduct.
accessible
risk
to stakeholders.
APPLIED

disclosure
of any current,
or envisaged
risk
that
is considered
to threaten
the long-term
of the with
Massmart believes that There
these is
guides
to corporate
decisionimminent
making are
essential for
any
governance
framework
to achieve
desiredsustainability
outcomes consistent
our Company values. In Company.
addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
Comment: There is no current imminent or envisaged risk existing.
practices relevant to our business, in every country where we conduct business.
For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
PRINCIPLE 4.10
The Board has ensured that there are processes in place which enable complete, timely, relevant, accurate
Principles as set out in King III.
APPLIED

PRINCIPLE 5.2

and accessible risk disclosure to stakeholders.

PRINCIPLE 5.4
APPLIED

PRINCIPLE 5.4
APPLIED

PRINCIPLE 5.4
APPLIED

The Board has ensured that there are processes in place which enable complete, timely, relevant, accurate and accessible risk
disclosure to stakeholders.
Comment: The Board discloses in the integrated report its views on the effectiveness of the Company's risk management processes.

PRINCIPLE 5.1 - 5.7

PRINCIPLE 5.5

APPLIED

The Board is responsible of information technology (IT) governance.
The IT governance framework includes the structures, processes and mechanisms that will enable the delivery of value to the
business and reduce IT risk.

APPLIED

PRINCIPLE 5.1
APPLIED

PRINCIPLE 5.1
APPLIED

PRINCIPLE 5.1
APPLIED

PRINCIPLE 5.1
APPLIED

PRINCIPLE 5.2
APPLIED

The Board is responsible of information technology (IT) governance.
The Board receives independent assurance on the effectiveness of the IT internal controls, including on outsourced IT services.
Comment: Independent review and assurance is provided by the External Auditors and MIAS.

The Board is responsible of information technology (IT) governance.
The Board assumes responsibility for the governance of IT and places it on the Board agenda.
Comment: Ensuring proper system security, data integrity and business continuity is the responsibility of the Board, but is given effect by the
Audit and Risk Committee, the Massmart Technology Information and Process Forum (TIP Forum) and Massmart's formally contracted IT
business partners and service providers.

The Board is responsible of information technology (IT) governance.
The Company has an IT governance framework that supports effective and efficient management of its IT resources.

The Board is responsible of information technology (IT) governance.
The Board ensures that an effective IT charter and policies are established and implemented.

APPLIED

PRINCIPLE 5.3
APPLIED

The Board has delegated to management the responsibility for the implementation of an IT governance
framework.
Management is responsible for the implementation of all the structures, processes and mechanisms of the IT governance
framework.

The Board has delegated to management the responsibility for the implementation of an IT governance
framework.
A Chief Information Officer (CIO) or other senior employee responsible for IT has been appointed and meets both the following
requirements: The CIO or senior employee is a suitably experienced person; and The CIO or senior employee has access to and
regular interaction on strategic matters with the Board or appropriate Board Committee, and executive management.
Comment: The Chairman of the TIP Forum, Mike Marshall, has access to the Executive Directors and is suitably experienced to fulfill the
requirements of this role.

The Board monitors and evaluates significant IT investments and expenditure.
The Board both oversees the value delivery of IT, and monitors the return on investment from significant IT projects.

The Board monitors and evaluates significant IT investments and expenditure.
The role of IT in achieving business strategies and objectives is clear.

The Board monitors and evaluates significant IT investments and expenditure.
Good governance principles apply to all parties in the supply chain or channel for the acquisition and disposal of IT goods or
services.
Comment: All new major IT systems in the Group require specific MIAS sign-off prior to implementation and all significant IT projects are
subject to MIAS review.

IT is an integral part of the Company's risk management plan.
IT risks form an integral part of the Company's risk management process.

Management regularly demonstrates to the Board that the Company has adequate business resilience arrangements in place for IT
disaster recovery.

Massmart believes that the ﬁrst steps towards good corporate governance must include
PRINCIPLE 5.5the IT
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of the
the Company's
managementand
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requirements
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governance
The
Board
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and
that
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codes and standards
considered.
corporate
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thatrules,
sustainable
andareeffective
APPLIED
corporate governance is best demonstrated through a consistent pattern of doing the right thing
regardless of the circumstances.
PRINCIPLE 5.6

The Board ensured that information assets are managed effectively.

The primary South African
governance
framework
the King all
Report
on Governance
South
Africa,
2009,
and King
Code ofasset.
Governance Principles
Thecorporate
Board ensures
that the
Companyisidentifies
personal
informationfor
and
treats
it as an
important
business
APPLIED
(King III),
which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
environment as reflected in the Group’s Code of Ethical Conduct.
Massmart
believes
theseBoard
guidesensured
to corporate
decision
making are
essential
any governance
framework to achieve desired outcomes consistent with
PRINCIPLE
5.6 that The
that
information
assets
are for
managed
effectively.
our Company values. In addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
The following two statements are correct: The Board ensures that an Information Security Management System is developed,
practices
relevant to our business, in every country where we conduct business.
APPLIED
recorded and implemented; and The Information Security Management System ensures security, confidentiality, integrity and
availability of information.
For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

PRINCIPLE 5.7
APPLIED

A risk committee and audit committee assists the Board in carrying out its IT responsibilities.
The Risk Committee assists the Board in carrying out its IT governance responsibilities by ensuring that IT risks are adequately
addressed through its risk management and monitoring processes.

IT has been aligned with the performance and sustainability objectives of the Company.
The Board ensures that IT strategy is effectively integrated with the Company's strategic and business processes.

PRINCIPLE 6.1 - 6.4
PRINCIPLE 6.1

PRINCIPLE 5.2

The Board ensures that there is an effective process in place to identify and exploit opportunities to improve the performance and
sustainability of the Company through the use of IT.
Comment: Opportunities are identified by MIAS and through collaboration in the TIP Forum.

REGISTER DOCUMENTING THE ASSESSMENT OF THE 75 PRINCIPLES OF KING
III PRINCIPLE 5.5 IT is an integral part of the Company's risk management plan.
APPLIED

PRINCIPLE 5.1

IT has been aligned with the performance and sustainability objectives of the Company.

IT has been aligned with the performance and sustainability objectives of the Company.
The Board ensures that there is an effective process in place to identify and exploit opportunities to improve the performance and
sustainability of the Company through the use of IT.
Comment: Opportunities are identified by MIAS and through collaboration in the TIP Forum.

The Board has delegated to management the responsibility for the implementation of an IT governance
framework.
Management is responsible for the implementation of all the structures, processes and mechanisms of the IT governance
framework.

APPLIED

PRINCIPLE 6.1
APPLIED

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The Board assumes responsibility for the Company's compliance with applicable laws and those non-binding rules, codes and
standards that the Company has voluntarily elected to comply with.
Comment: The Board Charter provides that the Board shall ensure compliance with laws and regulations by the Group and the Group's own
governing documents, codes of conduct and legal standards.

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The Board appreciates that the duty to act in the best interest of the Company involves having regard to, not only the obligations
that laws create, but also the rights and protection that they afford to the Company.

APPLIED

PRINCIPLE 6.1
APPLIED

PRINCIPLE 6.1
APPLIED

PRINCIPLE 6.1
APPLIED

PRINCIPLE 6.1
APPLIED

PRINCIPLE 6.1
APPLIED

PRINCIPLE 6.2
APPLIED

PRINCIPLE 6.2
APPLIED

PRINCIPLE 6.3
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

The Board assumes responsibility for the Company's compliance with applicable laws and those non-binding rules, codes and
standards that the Company has voluntarily elected to comply with.
Comment: The Board Charter provides that the Board shall ensure compliance with laws and regulations by the Group and the Group's own
governing documents, codes of conduct and legal standards.

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The Board appreciates that the duty to act in the best interest of the Company involves having regard to, not only the obligations
that laws create, but also the rights and protection that they afford to the Company.

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The Board oversees that the compliance policy and process take account of the context of law, and how applicable laws relate to
one other.

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The Board continually monitors the Company's voluntary compliance with applicable laws, rules, codes and standards.
Comment: On-going compliance is monitored and tested through various means including MIAS, external audit and third party service
providers. Reports from these entities are presented to the Audit and Risk Committee.

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The integrated report discloses the extent of voluntary adherence to applicable non-binding rules, codes and standards.

The Board ensures that the Company complies with applicable laws and considers adherence to non binding
rules, codes and standards.
The integrated report discloses details of how the Board discharges its responsibility to establish an effective compliance
framework and processes.

The Board and each individual Director have a working understanding of the effect of applicable laws, rules,
codes and standards on the Company and its business.

APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

Both the induction and on-going training programmes of Directors include an overview of, and changes to, applicable laws, rules,
codes and standards.

The Board and each individual Director have a working understanding of the effect of applicable laws, rules,
codes and standards on the Company and its business.
Directors know the general content of applicable laws, rules, codes and standards sufficiently well to discharge their legal duties.

Compliance risk should form an integral part of the Company's risk management process.
The risk of non-compliance is identified, assessed and responded to through the risk management processes.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
There is disclosure of material or repeated regulatory penalties, sanctions or fines for contraventions of, or non-compliance with,
statutory obligations whether imposed on the Company or its Directors or officers.
Comment: There were no such material or repeated regulatory penalties, sanctions or fines for contraventions of, or non-compliance with,
statutory obligations during the reporting period.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
Management has established the appropriate structures to educate, train, communicate about, and measure compliance.
Comment: The Executive Committee has recently established a Compliance sub-committee in order to focus on issues of compliance.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The CEO has appointed an individual responsible for the management of compliance; e.g. a Chief Compliance Officer.
Comment: Massmart's General Counsel, who sits on the Executive Committee, is the Group's Chief Compliance Officer.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
A Chief Compliance Officer or other senior employee responsible for compliance has been appointed and meets both the following
requirements: The Chief Compliance Officer or senior employee is a suitably experienced person; and The Chief Compliance Officer
or senior employee has access to and regular interaction on strategic matters with the Board or appropriate Board Committee, and
executive management.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The compliance function has adequate resources to fulfil its duties.

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

PRINCIPLE 6.4
APPLIED

A Chief Compliance Officer or other senior employee responsible for compliance has been appointed and meets both the following
requirements: The Chief Compliance Officer or senior employee is a suitably experienced person; and The Chief Compliance Officer
or senior employee has access to and regular interaction on strategic matters with the Board or appropriate Board Committee, and
executive management.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The compliance function has adequate resources to fulfil its duties.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The Board ensures that management has implemented a legal compliance policy, approved by the Board.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The Board receives assurance on the effectiveness of the internal controls intended to ensure compliance with laws, rules, codes
and standards.
Comment: Massmart General Counsel and MIAS report to the Board on any matters of compliance.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
Compliance with laws, rules, codes and standards is dealt with in the code of conduct of the Company.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The CEO has appointed an individual responsible for the management of compliance; e.g. a Chief Compliance Officer.
Comment: Massmart's General Counsel, who sits on the Executive Committee, is the Group's Chief Compliance Officer.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
A Chief Compliance Officer or other senior employee responsible for compliance has been appointed and meets both the following
requirements: The Chief Compliance Officer or senior employee is a suitably experienced person; and The Chief Compliance Officer
or senior employee has access to and regular interaction on strategic matters with the Board or appropriate Board Committee, and
executive management.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The compliance function has adequate resources to fulfil its duties.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The Board ensures that management has implemented a legal compliance policy, approved by the Board.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
The Board receives assurance on the effectiveness of the internal controls intended to ensure compliance with laws, rules, codes
and standards.
Comment: Massmart General Counsel and MIAS report to the Board on any matters of compliance.

The Board should delegate to management the implementation of an effective compliance framework and
processes.
Compliance with laws, rules, codes and standards is dealt with in the code of conduct of the Company.

corporate best practice. More than this, Massmart believes that sustainable and effective
corporate governance is best demonstrated through a consistent pattern of doing the right thing
regardless of the circumstances.
PRINCIPLE 7.1 - 7.5
PRINCIPLE 7.1
APPLIED

PRINCIPLE 7.1
APPLIED

PRINCIPLE 7.1
APPLIED

PRINCIPLE 7.1
APPLIED

PRINCIPLE 7.1
APPLIED

PRINCIPLE 7.1
APPLIED

The Board should ensure that there is an effective risk based internal audit.
The Company has established an internal audit function.

The Board should ensure that there is an effective risk based internal audit.
The internal audit function evaluates the Company's governance processes.

The primary
South
corporate
governance
is the King
Report on Governance
Africa, 2009, and King Code of Governance Principles
PRINCIPLE
7.5 African
Internal
audit
should framework
be strategically
positioned
to achievefor
itsSouth
objectives.
(King III), which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
The Chief Audit Executive has a standing invitation to attend Executive Committee meetings.
environment
APPLIEDas reflected in the Group’s Code of Ethical Conduct.
Massmart believes that these guides to corporate decision making are essential for any governance framework to achieve desired outcomes consistent with
our Company values. In addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
PRINCIPLE 7.5
Internal audit should be strategically positioned to achieve its objectives.
practices relevant to our business, in every country where we conduct business.
The internal audit function has the appropriate skills and resources to meet the complexity and volume of risk, and the assurance
For theAPPLIED
year ended December
from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
needs2013,
of theapart
Company.
Principles as set out in King III.

PRINCIPLE 7.5
APPLIED

The Board should ensure that there is an effective risk based internal audit.
The internal audit function performs an objective assessment of the effectiveness of risk management and the internal control
framework.
Comment: The Audit and Risk Committee Chairman has given the Chief Audit Executive the task of working on this.

The Board should ensure that there is an effective risk based internal audit.

The internal audit function adheres to the Institute of Internal Auditors' Standards for the Professional Practice of Internal Auditing
and Code of Ethics.

PRINCIPLE 8.1
APPLIED

PRINCIPLE 8.1
APPLIED

The Board should ensure that there is an effective risk based internal audit.
The internal audit function appropriately provides information on instances of fraud, corruption, unethical behaviour and
irregularities.

PRINCIPLE 8.1
APPLIED

PRINCIPLE 7.1
NOT
APPLICABLE

The Board should ensure that there is an effective risk based internal audit.
Where there is no formal internal audit function, the integrated report discloses:- the reasons for this; and- how adequate assurance
of an effective governance, risk management and internal control environment has been maintained.
Comment: N/A

PRINCIPLE 8.2
PRINCIPLE 7.2
APPLIED

Internal Audit should follow a risk based approach to its plan.
The internal audit plan and approach are informed by the strategy and risks of the Company.

APPLIED

PRINCIPLE 8.2
PRINCIPLE 7.3
APPLIED

Internal Audit should provide a written assessment of the effectiveness of the Company's system of internal
controls and risk management.

APPLIED

Internal controls are established over all of the following areas: financial; operational; compliance; and sustainability.

PRINCIPLE 8.2
PRINCIPLE 7.3
APPLIED

PRINCIPLE 7.3
APPLIED

PRINCIPLE 7.4

Internal Audit should provide a written assessment of the effectiveness of the Company's system of internal
controls and risk management.
Internal audit provides the Board with a written assessment of the system of internal controls and risk management.

Internal Audit should provide a written assessment of the effectiveness of the Company's system of internal
controls and risk management.

APPLIED

PRINCIPLE 7.5
APPLIED

PRINCIPLE 7.5
APPLIED

APPLIED

PRINCIPLE 8.3
APPLIED

Internal audit provides a documented review of internal financial controls to the audit committee.

The Audit Committee should be responsible for overseeing internal audit.
Comment: MIAS report functionally to the Audit and Risk Committee.

Internal audit should be strategically positioned to achieve its objectives.
The internal audit function is independent and objective.

Internal audit should be strategically positioned to achieve its objectives.
The internal audit function reports functionally to the Audit Committee.

The Chief Audit Executive develops and maintains a quality assurance and improvement programme that covers all aspects of the
internal audit function.

PRINCIPLE 8.1 - 8.6

The internal audit function systematically analyses and evaluates business processes and associated controls.

The Board should ensure that there is an effective risk based internal audit.

Internal audit should be strategically positioned to achieve its objectives.

PRINCIPLE 8.4
APPLIED

PRINCIPLE 8.4
APPLIED

PRINCIPLE 8.5
APPLIED

PRINCIPLE 8.5
APPLIED

The Board should appreciate that stakeholders' perceptions affect a Company's reputation.
The gap between stakeholders' perceptions and the performance of the Company is measured and managed to enhance or protect
the Company's reputation.
Comment: A formal stakeholder engagement process is undertaken from a corporate accountability point of view, the aim of which is to
optimise the Group's performance by integrating profitability and accountability. In addition, the Executive Directors formally engage with
stakeholders twice a year, and informally on an ad hoc basis.

The Board should appreciate that stakeholders' perceptions affect a Company's reputation.
The Company's reputation, and how its relationships with stakeholders affect it, is a regular Board agenda item.
Comment: Stakeholder relationships and the Company's reputation are discussed under sustainability and investor relations discussions;
The latest Social and Ethics Committee Report is included in every Board pack; and
The Group General Counsel discusses matters relating to FCPA and the Consumer Protection Act.

The Board should appreciate that stakeholders' perceptions affect a Company's reputation.
All of the following statements are correct in relation to stakeholders that could materially affect the operations of the Company:
Stakeholders are identified; and Stakeholders' legitimate interests and expectations are evaluated; and The above takes place as
part of the risk management process.
Comment: Stakeholders and their interests and expectations are identified and evaluated. The Group Risk Landscape is reviewed on an annual
basis to address this.

The Board should delegate to management to proactively deal with stakeholder relationships.
Management develops a strategy and formulates policies for the management of the relationship with each stakeholder grouping.

The Board should delegate to management to proactively deal with stakeholder relationships.
The Board oversees the establishment of mechanisms and processes that support constructive engagement by the Company with
its stakeholders.

The Board should delegate to management to proactively deal with stakeholder relationships.
The Board encourages shareholders to attend the AGMs.

The Board should strive to achieve the appropriate balance between its various stakeholder groupings, in the
best interests of the Company.
The Board takes account of the legitimate interests and expectations of its stakeholders in making decisions in the best interests of
the Company.

Companies should ensure the equitable treatment of shareholders.
There is equitable treatment of all holders of the same class of shares.
Comment: The equitable treatment of all holders of the same class of shares is protected by the Board.

Companies should ensure the equitable treatment of shareholders.
The Board ensures that minority shareholders are sufficiently protected.

Transparent and effective communication with stakeholders is essential for building and maintaining their
trust and confidence.
The Board has adopted stakeholder communication guidelines that support a responsible communication programme.
Comment: There do not appear to be any formal guidelines that have been adopted by the Board.

Transparent and effective communication with stakeholders is essential for building and maintaining their
trust and confidence.
The Company provides information to its stakeholders that is both: complete, timely, relevant, accurate, honest and accessible; and

The Board ensures that minority
shareholders
are sufficiently protected.
REGISTER
DOCUMENTING
THE
ASSESSMENT
OF THE 75 PRINCIPLES OF KING
APPLIED
III

PRINCIPLE 8.5

Transparent and effective communication with stakeholders is essential for building and maintaining their
trust and confidence.

APPLIED
Massmart
believes
that
the ﬁrst
stepscommunication
towards guidelines
good corporate
governance
mustprogramme.
include
The Board
has adopted
stakeholder
that support a responsible
communication
There do not appear
to berelevant
any formal guidelines
that have beenand
adopted
by the Board. frameworks, as well as
embracing the Comment:
requirements
of the
governance
regulatory
corporate best practice. More than this, Massmart believes that sustainable and effective
PRINCIPLE 8.5
Transparent
effective
communication
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corporate
governance
isand
best
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through
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the righttheir
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trust and confidence.
regardless
of
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circumstances.
APPLIED

The Company provides information to its stakeholders that is both: complete, timely, relevant, accurate, honest and accessible; and
in accordance
with legal constraints
and
The primary South African
corporate governance
framework is
thestrategy.
King Report on Governance for South Africa, 2009, and King Code of Governance Principles
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BOARD AND COMMITTEE ATTENDANCE
THE TABLE BELOW REFLECTS THE BOARD MEMBERS’ ATTENDANCE AT THE MEETINGS FOR THE YEAR ENDED DECEMBER 2013

(King III), which forms the backbone to Massmart’s own corporate governance framework; in addition Massmart applies high ethical standards to its operating
environment as reflected in the Group’s Code of Ethical Conduct.

PRINCIPLE 8.5

Transparent and effective communication with stakeholders is essential for building and maintaining their

Massmart believes that trust
these guides
to corporate decision making are essential for any governance framework to achieve desired outcomes consistent with
and confidence.
NOT values. In addition to this corporate governance framework, the Group is committed to complying with all legislation, regulations and best
our Company
The integrated report includes reasons for refusals of requests for information that were lodged with the Company in terms of the
APPLICABLE
practices
relevant to ourPromotion
business, in
country
where weAct,
conduct
of every
Access
to Information
2000.business.
Comment: N/A
For the year ended December 2013, apart from the exceptions outlined below, the Board confirms that the Group complied with the Code of Governance
Principles as set out in King III.

PRINCIPLE 8.6
PARTIALLY
APPLIED

The Board should ensure that disputes are resolved effectively and expeditiously as possible.

The Board has adopted formal dispute resolution processes for internal and external disputes.
Comment: The Board does not have a formal dispute resolution process as it believes that the existing processes within the Group operate
satisfactorily and do not require a more formal and separate mechanism.

PRINCIPLE 9.1 - 9.3
PRINCIPLE 9.1
APPLIED

PRINCIPLE 9.2
APPLIED

PRINCIPLE 9.2
APPLIED

PRINCIPLE 9.2
APPLIED

PRINCIPLE 9.2
APPLIED

PRINCIPLE 9.3
PARTIALLY
APPLIED

PARTIALLY
APPLIED

The Company has controls to enable it to verify and safeguard the integrity, i.e. accuracy and reliability, of its integrated report.

Sustainability reporting and disclosure should be integrated with the Company's financial reporting.
The Board includes commentary on the Company's financial results in the integrated report.
Comment: This is included in the Report to Shareholders section of Massmart's Integrated Annual Report.

Sustainability reporting and disclosure should be integrated with the Company's financial reporting.
The Board discloses in the integrated report the following: whether the Company is a going concern and if it will continue to be a
going concern in the year ahead; and if there is concern about the Company's going concern status, the reasons therefor and the
steps the Company are taking to remedy the situation.
Comment: This is included in the Financial Director's Review, of Massmart's Integrated Annual Report.

Sustainability reporting and disclosure should be integrated with the Company's financial reporting.
The integrated report discloses the nature of the Company's dealings with stakeholders and the outcomes of these dealings.
Comment: The integrated report discloses the nature of the Company's dealings with stakeholders and the outcomes of these dealings.

MJ Lamberti3
CS Seabrooke
D Cheesewright
JA Davis
NN Gwagwa
GRC Hayward
P Langeni
GM Pattison
JP Suarez
I Zwarenstein

Sustainability reporting and disclosure should be independently assured.
Sustainability reporting is independently assured in accordance with a formal assurance process established.
Comment: Massmart's sustainability report has not been audited by an external party but verification of the key sustainability metrics have
been obtained through agreed upon procedures performed by MIAS. A copy of the agreed upon procedures report is available at the registered
offices of the Company.

Audit1

Risk1

Nomination2

Remuneration2

Social
and Ethics

Independent Non-executive
Independent Non-executive
Non-executive
Non-executive
Independent Non-executive
Executive
Independent Non-executive
Executive
Non-executive
Executive

4/4C
4/4
4/4
4/4
3/4
4/4
4/4
4/4
4/4
4/4

1/1C
1/1
0/1
1/1
1/1
1/1
1/1
1/1
0/1
1/1

3/3
3/3C
3/3*
3/3*
3/3
2/3*
3/3
2/3*
–
3/3*

2/2
2/2C
2/2*
1/2*
2/2
2/2
2/2
1/2*
–
2/2

4/4C
4/4
4/4
–
–
4/4*
–
4/4*
–
–

4/4
4/4C
4/4
–
–
4/4*
–
4/4*
–
–

–
–
1/2*
–
–
–
2/2C
2/2
1/2
–

Chief Compliance Officer
Chief Audit Executive
Corporate Affairs Executive
Human Capital Executive
Supplier Development Executive
Company Secretary
General Counsel
Divisional Chief Executive
Massbuild
Financial Director
Masswarehouse

–
–
–
–
1/4*
4/4*
4/4*

–
1/1*
1/1*
–
–
1/1*
1/1*

2/2*
3/3*
–
–
–
3/3*
3/3*

1/1*
2/2
–
–
–
2/2*
2/2

–
–
–
–
–
–
4/4*

–
–
–
–
–
–
4/4*

1/1*
–
2/2*
1/2*
–
–
2/2*

–

–

–

1/1

–

–

–

–

–

–

1/1

–

–

–

Management
T Doorasamy4
N Gray
B Leroni
P Maphoshe
M Mthunzi
P Sigsworth
M Spivey
L Walters
J Wilford
C
*
1
2
3
4

Chairperson
Invitee
With effect from 22 May 2013 the Audit and Risk Committee was split into two Committees to allow each committee to give more focus to their different roles. The
membership of the committees can be seen below and on the next page. The first meeting in the 2013 financial year took place on 25 February 2013, before the split,
and the attendance at this meeting has been included in both the “Audit” and “Risk” columns above.
In accordance with King III, with effect from 4 March 2013 the Nomination and Remuneration Committee was split into two committees: the membership of
the committees remains the same as that of the former combined committee. The first meeting in the 2013 financial year took place on 26 February 2013, before
the split, and the attendance at this meeting has been included in both the “Nomination” and “Remuneration” columns above.
Resigned with effect from 10 April 2014.
Appointed as Chief Compliance Officer on 1 July 2013, and as such was only invited to meetings after that date in the 2013 financial year.

BOARD COMMITTEES

Sustainability reporting and disclosure should be independently assured.
The integrated report discloses the scope and methodology of independent assurance of the sustainability report, as well as the
name of the assurer.
Comment: Massmart's sustainability report has not been audited but verification of the key sustainability metrics on have been obtained
through agreed upon procedures performed by MIAS. A copy of the agreed upon procedures report is available at the registered offices of the
Company.

AGM

Board members

Sustainability reporting and disclosure should be integrated with the Company's financial reporting.
The Board ensures that the integrated report sets out: the positive and negative effects of the Company's operations on the
environment and society; and the plans to improve the positive effects and remove or reduce the negative effects in the financial
year ahead.
Comment: We talk to the effects of the Company's operations on the environment and society.

Board

Composition

Scheduled
Meetings
Responsibility

Audit Committee
OUR BUSINESS
More information on the
activities and responsibility
of the Audit Committee can
be found on the web:
WEB:
www.massmart.co.za/
iar2013/ob

Chris Seabrooke
Lulu Gwagwa
Mark Lamberti
Phumzile Langeni

3x a year

PRINCIPLE 9.3

The Board should ensure the integrity of the Company's integrated report.

Status/Position

›
›
›
›
›

Overseeing the effectiveness of the Group’s internal control
systems.
Reviewing the scope and effectiveness of the external and
internal audit functions.
Ensuring that adequate accounting records have been
maintained.
Ensuring the appropriate accounting policies have been
adopted and consistently applied.
Overseeing the quality and integrity of the Annual Financial
Statements.
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BOARD COMMITTEES continued

Composition

Scheduled
Meetings

Risk Committee
Chris Seabrooke
Lulu Gwagwa
Guy Hayward
Mark Lamberti
Phumzile Langeni
Ilan Zwarenstein
Michael Spivey
Llewellyn Walters
Julie Wilford

Nomination Committee
OUR BUSINESS
More information on the
activities and responsibility of
the Nomination Committee can
be found on the web:
WEB:
www.massmart.co.za/
iar2013/ob

Mark Lamberti
David Cheesewright
Chris Seabrooke

twice a year 4x a year

OUR BUSINESS
More information on the
activities and responsibility of
the Risk Committee can be
found on the web:
WEB:
www.massmart.co.za/
iar2013/ob

Remuneration Committee
Chris Seabrooke
David Cheesewright
Mark Lamberti

4x a year

OUR EMPLOYEES
More information on the
activities and responsibility
of the Remuneration Committee
can be found on p.38.

Social and Ethics Committee
Phumzile Langeni
Grant Pattison
JP Suarez

twice a year

OUR BUSINESS
More information on the
activities and responsibility
of the Social and Ethics
Committee can be found on
the web:
WEB:
www.massmart.co.za/
iar2013/ob

Executive Committee
Grant Pattison
Guy Hayward
Ilan Zwarenstein
Neville Dunn
Doug Jones
Brian Leroni
Pearl Maphoshe
Mncane Mthunzi
Michael Spivey
Llewellyn Steeneveldt
Kevin Vyvyan-Day
Llewellyn Walters
Robin Wright

monthly

OUR BUSINESS
Biographical details of each
Executive Committee member
can be found on p.92-p.94.

THE BOARD AND THE COMPANY SECRETARY

Responsibility

›
›
›

Reviewing and reporting on compliance with King III.
Testing that the Group’s going-concern assertion remains
appropriate.
Overseeing the Group’s risk management programme as
contemplated in King III.

The Board of Massmart is responsible for directing the Group towards the achievement of the
Massmart vision and mission. The Board is therefore accountable for the development and
execution of the Group’s strategy, operating performance and ﬁnancial results, as well as being
the custodian of the Group’s corporate governance. The Board appreciates that strategy, risk,
performance and sustainability are inseparable.
The Board is responsible for its own composition, the appointment of the Chairman and CEO, and the
constitution and composition of its Committees. The Board has a charter setting out its policies, roles and
responsibilities in the execution of its mandate described above. Each Board Committee also has a charter,
or terms of reference, that is formally signed off by the Board. Annually in November the Committees and
Board review, and amend if necessary, the respective charters to ensure their relevance.
The role of all Directors is to bring independent judgement and experience to the Board’s deliberations and
decisions. The Board comprises three executive Directors, four independent non-executive Directors and
three non-executive Directors.

›
›
›

›
›

›
›
›
›
›
›

The assessment, recruitment and nomination of new executive
and non-executive Directors.
Making recommendations as to the composition of the
Board.
Formulating succession plans for the approval of the Board for
the appointment of new executive and non-executive Directors,
including the Chairperson
and CEO.

Designing, monitoring and communicating the Group’s
remuneration policies.
Considering and approving executive remuneration including
short- and long-term incentives.

Annually, the Nomination Committee prepares and circulates a questionnaire aimed at gauging the
independence status of each non-executive director. This is completed by each non-executive director and
returned to the Committee, which then considers each director’s independence.
The Committee feels that the following aspects are important in assessing a non-executive director’s
independence:
whether the director had been employed in an executive capacity in the Group in the previous three
years;
whether the director had served on the Board for longer than nine years. In this case, the Committee
considers whether that director’s independence, judgement and contribution to the Board’s
deliberation could be compromised, or may appear to be compromised, by this length of service;
whether the director is a representative of a major shareholder; and
whether the proportion of that director’s shareholding in Massmart (if any) or director’s fees
represented a material part (10% or more) of their wealth or income.
In addition to the above, the Committee considers whether the director is independent in character and
judgement and whether there are circumstances which are likely to affect, or could appear to affect, the
director’s judgement.
Having considered the circumstances of each non-executive director, the Committee believes that four of
the non- executive Directors can be considered independent while the three Walmart- appointees are not
considered independent. Finally, the Committee believes that none of the four independent non-executive
Directors, or entities associated with or controlled by him/her, owns shares in Massmart which, relative to
his/her personal wealth or income, are sufficiently material to affect his/her independence.

Assisting the Group with its responsibility towards sustainability
with respect to practices that are consistent with good
corporate citizenship.
Assessing the company’s standing in terms of the United
Nations Global Compact Principles.
Considering the company’s standing in terms of consumer
relationships, with particular attention to the United Nations
Global Compact Principles and the OECD recommendations
concerning corruption.
Considering the Group’s contribution to the social and
economic development within our communities.
Monitoring the Group’s activities relating to labour and
employment, the environment, health and public safety and
consumer relationships.
Deliberating and taking decisions or making recommendations
on all matters affecting Group strategy and operations,
including risk management, and executive and senior
management succession.

The Board is comfortable that it meets the King III principle of having an arm’s-length relationship with the
Company Secretary and confirms that the Company Secretary is not a director of any of the main operating
companies within the Group. The Company Secretary, Mr Philip Sigsworth, CA(SA), was the financial director
of another listed company, Austro Group, prior to joining Massmart, where he also performed company
secretarial work. As such, the Board confirms that it has assessed and is happy with the qualification,
competence and expertise of the Company Secretary.
The Company Secretary assists the Board in fulfilling its functions and is empowered by the Board to
perform his duties. The Company Secretary, directly or indirectly:
assists the Chairman, CEO, COO and FD with induction of new Directors;
assists the Board with director orientation, development and education;
ensures that the Group complies with all legislation applicable/relevant to Massmart;
monitors the legal and regulatory environment and communicates new legislation and any changes
to existing legislation relevant to the Board and the Divisions; and
provides the Board with a central source of guidance and assistance.
One-third of the non-executive Directors are required to retire every year and Massmart executive Directors
have elected to also retire on this basis. As a result, all Directors retire by rotation at least every three years
and are then eligible for re-election. In addition, shareholders must ratify the initial appointment of each
director at the first annual general meeting following that director’s appointment. As a result of the
requirement that at least one-third of the non-executive Directors compulsorily retire every year or following
their initial appointment to the Board, and the voluntary retirement of executive Directors on the same basis,
at the 30 May 2014 annual general meeting the following Directors retire by rotation but all offer themselves
for re-election: Messrs CS Seabrooke, D Cheesewright and GRC Hayward; and Dr NN Gwagwa.

Board process and evaluation
The Board meets four times a year and on an ad hoc basis should a particular issue demand its attention. In
addition, the Board meets annually to formally consider and approve the strategies of the Massmart
Divisions and Group.
The Board’s authority is devolved sequentially through the Massmart Executive Committee, the Divisional
Boards and the Divisional Executive Committees, as formally prescribed by the Massmart Governance
Authorities (described below). In addition, the Board has delegated certain specific responsibilities to five
Board Committees, also described more fully below. These Committees assist the Board and Directors in
discharging their duties and responsibilities under King III and the Governance Authorities. Full transparency
of the Committees’ deliberations is encouraged and the minutes of all Committee meetings are included in
the formal Board papers at the ensuing Board meeting. All Directors are welcome to attend any Board
Committee meeting or Divisional Board meeting.
The Massmart Governance Authorities describes the specific levels of authority and required approvals for

monitors the legal and regulatory environment and communicates new legislation and any changes
to existing legislation relevant to the Board and the Divisions; and
provides the Board with a central source of guidance and assistance.
One-third of the non-executive Directors are required to retire every year and Massmart executive Directors
have elected to also retire on this basis. As a result, all Directors retire by rotation at least every three years
and are then eligible for re-election. In addition, shareholders must ratify the initial appointment of each
director at the first annual general meeting following that director’s appointment. As a result of the
requirement that at least one-third of the non-executive Directors compulsorily retire every year or following
their initial appointment to the Board, and the voluntary retirement of executive Directors on the same basis,
at the 30 May 2014 annual general meeting the following Directors retire by rotation but all offer themselves
for re-election: Messrs CS Seabrooke, D Cheesewright and GRC Hayward; and Dr NN Gwagwa.
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EXECUTIVE DIRECTORS

Board process and evaluation
The Board meets four times a year and on an ad hoc basis should a particular issue demand its attention. In
addition, the Board meets annually to formally consider and approve the strategies of the Massmart
Divisions and Group.
The Board’s authority is devolved sequentially through the Massmart Executive Committee, the Divisional
Boards and the Divisional Executive Committees, as formally prescribed by the Massmart Governance
Authorities (described below). In addition, the Board has delegated certain specific responsibilities to five
Board Committees, also described more fully below. These Committees assist the Board and Directors in
discharging their duties and responsibilities under King III and the Governance Authorities. Full transparency
of the Committees’ deliberations is encouraged and the minutes of all Committee meetings are included in
the formal Board papers at the ensuing Board meeting. All Directors are welcome to attend any Board
Committee meeting or Divisional Board meeting.
The Massmart Governance Authorities describes the specific levels of authority and required approvals for
all major decisions at both Group and Divisional level. It clarifies which executive position, Committee or
Board needs to be consulted prior to taking the decision, which body makes the decision and which bodies
should thereafter be informed of the decision. Where appropriate, it now includes the Walmart position on
the decision. The Board has also adopted a policy which describes Walmart’s access to the Massmart
business. This policy is fully described on the Company’s website under FAQ.
The Board works to a formal agenda that covers strategy, structure, operating performance, growth
initiatives, sustainability, investor relations, risk and governance, and any other key activities of the Group.
An annual agenda structure ensures that other areas including IT and compliance are addressed. Formal
Board papers are prepared for every discussion item on the meeting’s agenda and are distributed timeously
to Board members.
Directors are encouraged to take independent advice, at the Company’s cost, for the proper execution of
their duties and responsibilities.
Directors have unrestricted access to any executive, manager or employee in the Group. Annually in October,
the Nomination Committee facilitates a comprehensive formal performance evaluation of the CEO,
comprising a self-evaluation, a questionnaire evaluating the CEO by every non- executive director, and an
appraisal of the CEO by each of his direct reports using a different questionnaire. The Board Chairman
provides the summary and feedback of the above to the CEO, and he is encouraged to probe and debate any
aspect of the evaluation with the Board.
At the same time, all Board members complete a detailed Board self- assessment, covering the composition,
duties, responsibilities, process and effectiveness of the Board. Similarly, all Board Committee members
complete detailed self-assessments covering the same aspects of their committees. The results of these
assessments are collated by the Company Secretary and sent in summarised form to the respective Board
and Committee Chairpersons for a formal written response. The summarised results together with the
Chairpersons’ written responses are included in the Board papers at the November meeting.
Finally, all Board members formally assess the Chairman’s performance and the Deputy Chairman provides
the feedback to the Chairman. These assessments are approached in a constructive manner and provide
valuable input that enhances the effectiveness of the Chairman, the Board and its Committees.

GRANT PATTISON (43)
BSc (Eng) (Hons) (UCT)

GUY HAYWARD (48)
BCom, CTA (UCT), CA (SA)

ILAN ZWARENSTEIN (39)
BCom, BAcc, CA (SA)

Chief Executive Officer and member
of the Social and Ethics Committee

Chief Operating Officer and member
of the Risk Committee

Group Financial Director and member
of the Risk Committee

Employee since 1998
Appointed 7 December 2004

Employee since 2000
Appointed 15 May 2001

Employee since 2005
Appointed 7 May 2012

Grant graduated from the University
of Cape Town as an electrical engineer. After
four years with the Anglo American group
and two years consulting with The Monitor
Group, Grant joined Massmart as Executive
Assistant to the Executive Chairman in
1998. He has since held various positions
within the Group, including Managing
Director of Massdiscounters and Group
Commercial Executive. He joined the
Executive Committee in 2000 and the Board
in 2004, becoming Deputy Chief Executive
Officer in 2005, Chief Executive Officer
Designate in 2006 and Chief Executive
Officer on 1 July 2007.
Grant has been co-chair of CGCSA
(Consumer Goods Council of South Africa)
since April 2009 and was elected in May
2013 as Chairman of CGSO (Consumer
Goods and Services Ombud). He has
also served as a Director on the American
Chamber of Commerce in South Africa
(Amcham) Board since 2011.

Guy graduated from the University
of Cape Town in 1986 and, after serving
articles with Deloitte Haskins & Sells,
qualified as a Chartered Accountant in
1989. During the 1990s he held financial
roles at Malbak and CNA Gallo in South
Africa and at Goldman Sachs in London.
He joined Massmart as Group Financial
Executive in 2000 and was appointed
Chief Financial Officer in 2001. In
May 2012 he was appointed Chief
Operating Officer. Guy is also a Governor
of Hilton College.

Ilan graduated from the University
of the Witwatersrand in 1997. After
completing his articles in 2000, he remained
with Grant Thornton where he served as a
manager in Corporate Finance and in Audit.
In February 2003, Ilan was appointed
as a partner at Grant Thornton.
He joined Massmart at the end of 2005
as Group Finance Executive and was
appointed Company Secretary in 2006. In
May 2012 Ilan was appointed as Group
Financial Director.
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NON-EXECUTIVE DIRECTORS

MARK J LAMBERTI (63)
BCom, MBA (Wits), PPL (Harvard)

KUSENI DLAMINI (45)
BA (Hons)(KZN), MPhil (Oxon)

Outgoing Chairman of the Board,
Chairman of the Nomination
Committee and member of
the Audit, Remuneration and
Risk Committees

Incoming Chairman of the
Board, Chairman of the
Nomination Committee and a
member of the Remuneration
Committee

Appointed 30 August 1990
Resigned 10 April 2014

Appointed 10 April 2014

Following progress through a
multi-functional retail career that
began in 1975, Mark was appointed
Managing Director of the ailing
six-store Makro chain in 1988.
After successfully repositioning the
chain, he founded Massmart in
1990 to pursue an aggressive growth
strategy in high-volume, low-gross
margin, low-expense retailing and
wholesaling.
In 1996, he was appointed Executive
Chairman of Massmart and from July
2003 CEO and Deputy Chairman
of the Board. At the end of June
2007 he relinquished his executive
role to become non-executive
Chairman. His role as architect and
leader of Massmart has been widely
recognised with numerous awards
including that of the Ernst & Young
South African Entrepreneur of the
Year in 2001.
In 2013 he was designated a
Chartered Director, CD(SA), by the
Institute of Directors on the basis of
his public record and established
status as a director.
From June 2008 to January 2015
Mark served as the Executive
Chairman and later the Chief
Executive Officer of Transaction
Capital, a non-deposit taking
financial services group, and
currently serves as Chief Executive
Officer of Imperial Group and as a
Director and Executive Committee
member of Business Leadership
South Africa.

Kuseni Dlamini is the Chairman of
Times Media Group Ltd (formerly
Avusa), a leading media and
entertainment company listed on
the Johannesburg Stock Exchange.
He is the former Chief Executive
Officer of Old Mutual South
Africa and Emerging Markets.
Prior to this he was the Head
of Anglo American South Africa
and a member of the Executive
Committee of Anglo American plc
in London and was Director of
Anglo Platinum Ltd. He is also
the former Executive Chairman
of Richards Bay Coal Terminal
Company Ltd and a former
Chairman of Anglo Operations
(Pty) Ltd. As part of his career in
mining he held a number of senior
positions at Anglo Gold Ashanti
and De Beers Consolidated Mines
Ltd in South Africa and the United
Kingdom. Kuseni is a graduate of
the Universities of KwaZulu-Natal,
Durban, and Oxford where he was
a Rhodes Scholar. In March 2008,
he was named a ‘Young Global
Leader’ by the World Economic
Forum and, during the same
month, Miningx selected him as
one of the top 100 most influential
people in South African mining.
In June 2008, the Mail & Guardian
named him as one of the top 200
young people worth taking to lunch
and in the same year and month,
The Economist referred to him as
“A Rare Commodity’. In 2010, the
World Economic Forum appointed
him a member of the Global
Agenda Council on Economic
Growth and Poverty Alleviation.

NON-EXECUTIVE DIRECTORS CONTINUED
In 2011, he was appointed
Co-Chairman of the annual World
Economic Forum Africa Summit
which brings together Heads of
States, leading politicians and
business leaders to debate the state
of Africa in a changing world on an
annual basis. Kuseni is active in
professional bodies and charities
which include the South African
Institute of International Affairs,
Common Purpose and the Advisory
Board of Wits Business School.
He is also a member of the Council
of the University of Pretoria and
Chairman of the Board of South
African National Parks.

DAVID CHEESEWRIGHT (51)
BSc (1st Class) Mathematics
& Sports Science,
Loughborough University (UK)

JEFFREY DAVIS (51)
BS Accounting (Pennsylvania
State University), EMBA
(University of Pittsburgh)

President and Chief
Executive Officer – Walmart
International, and a member
of the Nomination and the
Remuneration Committees

Chief Financial Officer of
Walmart US and Executive
Vice-President Finance of
Wal-Mart Stores Inc.
Appointed 20 June 2011

Appointed 23 November 2011

CHRIS SEABROOKE (61)
BCom, BAcc, MBA, FCMA
Deputy Chairman of the
Board and Lead Independent
Director, Chairman of the
Audit, Remuneration and Risk
Committees and a member of
the Nomination Committee
Appointed 1 February 2000

Chris has been a director of over 25
stock exchange-listed companies.
He is currently CEO of Sabvest
Limited, Chairman of Metrofile
Holdings Limited and Transaction
Capital Limited and a director of
Datatec Limited, Torre Industrial
Holdings Limited, Net1 UEPS
Technologies Inc (Nasdaq/JSE)
and Brait S.E. (Luxembourg/JSE).
He is also a director of a number
of unlisted companies including
Mineworkers Investment Company
(Pty) Ltd, and is Deputy Chairman
of Primedia Holdings (Pty) Ltd.
He is a former Chairman of the
South African State Theatre and
former Deputy Chairman of the
inaugural National Arts Council
of South Africa. He is a member
of the Institute of Directors.

David Cheesewright is President and
CEO of Walmart International. Prior
to being named to this role, he was
President and CEO for Walmart’s
EMEA and Canada region since
September 2011, where he oversaw
integration of Walmart’s acquisition of
Massmart, the company’s business
in Sub-Saharan Africa, and more
aggressive growth in the United
Kingdom and Canada.
David’s career spans more than
25 years in the international retail
and manufacturing sectors. He was
appointed president and CEO of
Walmart Canada in February 2008,
following a term as COO of Asda in
the U.K. and a prior term as COO
of Walmart Canada from 2004 to
2005. He joined Asda in 1999
where he held leadership positions
in operations, merchandising,
logistics, strategy and format
development, and he helped develop
and expand Asda’s online grocery
program.
Prior to his career with Asda, David
held a range of key positions with
Mars Confectionary in the U.K.
David is also a member of the board
of directors of Yihaodian, Queens
Business School and The Retail
Council of Canada, Canada’s largest
retail industry association.

Jeffrey Davis is Chief Financial
Officer of Walmart US and
Executive Vice-President
Finance of Walmart Stores
Inc. He has responsibility
for treasury operations, capital
markets, investor relations,
risk management and US
M&A. Jeffrey was previously
Treasurer for Wal-Mart Stores
Inc. and prior to that was
Senior Vice President of Finance
and Strategy, Operations, for
Walmart U.S.
Jeffrey joined Walmart in 2006
as Vice President of Finance
for the Walmart U.S. health
and wellness merchandise unit.
Previously, he served as Chief
Financial Officer for Lakeland
Tours, LLC, where he led its
acquisition growth strategy
and was responsible for all
accounting, financial reporting
treasury and capital structuring,
and strategic planning functions.
Prior to that, Jeffrey was Chief
Financial Officer for McKesson
General Medical and he held a
number of financial leadership
roles at the Hillman Co, a private
investment holding company.
He also spent four years at
KPMG Peat Marwick as an
audit supervisor.

DR NOLULAMO (‘Lulu’)
GWAGWA (55)
MSc (KZN), MSc (LSE), PHD (UCL)

PHUMZILE LANGENI (39)
BCom (Natal), BCom Hons
(UNISA)

JP SUAREZ (50)
BA (Hons) (Tufts University) JD
(University of Pennsylvania)

Member of the Audit and
the Risk Committees

Chairperson of the Social
and Ethics Committee and
a member of the Audit and
the Risk Committees

Senior Vice President of Realty
Design, Construction and
Strategy for Walmart US
and a member of the Social
and Ethics Committee

Appointed 1 November 2006

Appointed 25 August 2004
Lulu is Chief Operating Officer
of Lereko Investments Proprietary
Limited. She was Deputy
Director General in the National
Department of Public Works,
responsible for establishing the
national public works programme,
and completed a five-year term
as the CEO of the Independent
Development Trust. She has
served on various Government
commissions, is the CEO of
Lereko, and is a non-executive
director of FirstRand Limited and
Sun International Limited.

Appointed 20 June 2011
Phumzile is the Executive
Chairperson of Afropulse
Group Proprietary Limited, a
women-led investment, investor
relations and corporate advisory
house. She is a stock broker by
training and was previously the
economic adviser to the Minister
of Minerals and Energy, and an
executive director of dual-listed
junior platinum miner, Anooraq
Resources. Phumzile is the nonexecutive chairman of Astrapak
Limited, a non-executive director
of Imperial Holdings Limited,
Peermont Global Proprietary
Limited, the Mineworkers
Investment Company Proprietary
Limited, Primedia Proprietary
Limited, Transaction Capital
Proprietary Limited, Metrofile
Holdings Limited and a member
of the Port Regulator.

John Peter (JP) Suarez is the
Senior Vice President of Realty
Design, Construction, and
Strategy for Walmart US. JP is
responsible for leading Walmart’s
development activities for US
stores including Supercenters,
Neighborhood Markets and test
formats along with designing
new prototypes. Prior to his
current role, JP was responsible
for Business Development in
Walmart’s International Division
and looked after merger and
acquisition activities and
international real estate, and
global format development efforts.
Prior to that, JP was Senior Vice
President and General Counsel
for Walmart International. He
joined the company in 2004
as Vice President and General
Counsel for Sam’s Club. JP also
serves as a board member on
the University of Pennsylvania
Law School Board Of Overseers.
His previous experience includes
serving as the United States’
EPA Assistant Administrator for
Enforcement and Compliance,
acting as a federal and state
prosecutor, and working as Chief
Enforcement Officer over New
Jersey’s gaming industry.
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EXECUTIVE COMMITTEE

EXECUTIVE COMMITTEE CONTINUED
3

GRANT PATTISON (43)
BSc (Eng) (Hons) (UCT)

GUY HAYWARD (48)
BCom, CTA (UCT), CA (SA)

ILAN ZWARENSTEIN (39)
BCom, BAcc, CA (SA)

Chief Executive Officer

Chief Operating Officer

Group Financial Director

CV: Refer to page 89

CV: Refer to page 89

CV: Refer to page 89

NEVILLE DUNN (45)
BCom (Natal), CA (SA)

DOUG JONES (41)
BCom, PGDA (UCT), CA (SA)

BRIAN LERONI (49)
BA (Wits), MPhil (Stellenbosch)

Divisional Managing Director
Masscash Wholesale and
Chairman of Massmart Liquor
Forum

Divisional Managing Director
of Masswarehouse, Chairman
of Massmart Food Forum
and Chairman of Massmart
Corporate University’s School of
Management Development

Group Corporate Affairs
Executive and member of the
Social and Ethics Committee

Neville graduated from University
of Natal (Durban) in 1990 with
a BCom in Accounting followed
by a post graduate diploma
and after serving articles with
Deloitte and Touche, qualified as
a Chartered Accountant in 1992.
From 1995, Neville held various
financial roles with Robertsons
Proprietary Limited and then with
The Hub (a division of the Mr
Price Group), and in 2002 joined
Masscash as Financial Director,
becoming Operations Director
in 2008. In February 2012,
Neville was appointed Divisional
Managing Director, Masscash
Wholesale and became a member
of the Massmart Executive
Committee.

After qualifying as a Chartered
Accountant in 1998 Doug moved
to Canada with Deloitte.
He worked for Coca-Cola
Enterprises in Toronto for a
number of years before returning
to South Africa to join ABI
(the Soft Drink Division of
SAB Limited). Doug joined Makro
as Finance Director in 2007 and
became Commercial Director
in 2010. Doug was appointed
Divisional Managing Director in
September 2012, and joined the
Massmart Executive Committee
at the same time.

Brian’s work experience includes
executive positions at Masstores
Proprietary Limited, an associate
partner at Andersen Consulting
(now Accenture) and Marketing
Director at CNA. He joined
Massmart as Group Projects
Executive in September 2004
and was appointed Group
Corporate Affairs Executive
in September 2005. Brian
joined the Massmart Executive
Committee in July 2007.

PEARL MAPHOSHE (45)
BA (Hons), HDipEd
(Durban-Westville), MA (London)

MNCANE MTHUNZI (42)
B.Com (Economics), PMD, GEDP
(GIBS), AMP (Harvard)

Group Human Capital
Executive, Chairperson of the
HR Forum and member of the
Social and Ethics Committee

Group Africa and Supplier
Development Executive

Prior to joining Massdiscounters
Pearl worked for Telkom and Old
Mutual and for Umgeni Water
as General Manager: Corporate
Services. Prior to assuming
responsibility for Human Capital
on the Massmart Executive
Committee from August 2007,
Pearl was Director of Human
Resources at Massdiscounters.
Pearl is also a guest lecturer and
external examiner on the MBA
programme at the University
of Kwazulu Natal. She brings
broad experience in managing
and developing human capital
to the Group. Pearl serves on
the council at the University
of Zululand. She is a member
of the executive committee of
the Council and she serves as
the Chairperson of the HR and
Remuneration committee of
the Council.

Mncane is the former CEO of
the Consumer Goods Council
of South Africa (CGCSA), an
industry association for the
retailers, manufactures and
service providers. He was the
Managing Director of the Black
Management Forum (BMF)
for a period of three years.
Prior to joining the BMF he
worked for Microsoft as an
Enterprise Strategy Consultant
and later in a Sales Executive
role within Microsoft. He
was also a Senior Manager
at PricewaterhouseCoopers.
Mncane started his career at
Accenture, where he worked in a
number of industries both locally
and internationally handling
large-scale systems integrations
and business solutions for a
number of clients. His leadership
and stakeholder involvement
includes being a member of
various boards of directors and
charity organisations. Mncane’s
career span is across a number
of industries which include
Transport, Industrial Products,
Retail, Telecommunications,
Broadcasting, Information
Technology and the Government.
Mncane joined the Massmart
Executive Committee in
September 2011.

MICHAEL SPIVEY (50)
BSc and Juris Doctorate
(University of Arkansas),
Masters in Law in International
Banking and Finance (Boston
University)

LLEWELLYN STEENEVELDT (45)
BSc Eng (Phys Met), GDE
(Industrial), MBA
Group Commercial Executive
and Chairman of the Real
Estate Committee and TIP
and Operations Forums

Massmart General Counsel and
a member of the Risk Committee

Mike joined Massmart in 2011.
He has a multi-faceted 20 year
global business career that
includes transactional, regulatory,
finance and business development
experiences. At Walmart, Mike
provided legal and regulatory
compliance counsel to numerous
segments of the business. As a
leader at the Export-Import Bank
of the United States, Mike served
as a senior attorney focusing on
cross-border trade and structured
transactions, and later led the
Bank’s sales, marketing and
product development operations.
Early in his career, Mike lived in
Budapest, Hungary and worked as
an associate with an international
law firm and a foreign trade bank
where he specialised in crossborder merger and acquisition
transactions. At Massmart,
Mike directs the Company’s legal,
regulatory and ethics affairs and
serves on the Massmart Executive
Committee.

Llewellyn graduated from the
University of the Witwatersrand
in 1991 as a Physical
Metallurgist. After seven years
with Tongaat-Hulett group and
three years with the Industrial
Development Corporation,
Llewellyn joined Massmart as
Business Analyst in 2002. He
has since held various positions
within the Group, including
Executive Assistant to the CEO
and Managing Director of
Builders Express. Llewellyn was
appointed Group Commercial
Executive and joined the
Massmart Executive Committee
in July 2009.
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AUDIT COMMITTEE
With effect from 22 May 2013 the Audit and Risk Committee was split into two Committees to allow each committee to give more focus to their different roles.
The Audit Committee comprises:
Mr Chris Seabrooke (Chairman) – member since 2000;
Mr Mark Lamberti – member since 2013;
Ms Phumzile Langeni – member since 2009; and
Dr Lulu Gwagwa – member since 2011,
all of whom are independent non-executive directors and who each have the requisite financial and commercial skills and experience to contribute to the
Committee’s deliberations. The Audit Committee met three times in the year ended December 2013.

KEVIN VYVYAN-DAY (49)
BCom, BAcc (Wits), CA (SA)

LLEWELLYN WALTERS (50)
BA, LLB (Wits)

ROBIN WRIGHT (58)
BCom (Natal), CA (SA)

Divisional Chief Executive of Cambridge
Food and Chairman of the General
Merchandise Forum

Divisional Chief Executive of Massbuild,
Chairman of the Supply Chain Forum and a
member of the Risk Committee

Managing Director Massdiscounters

After qualifying as a Chartered Accountant in
1989, Kevin consulted at both the Strategy
Group (Deloitte) and Gemini Consulting.
He joined UPD as Group Operations and
Systems Director in 1995 and became Group
Chief Executive Officer in 1996. Kevin joined
Massmart as Divisional Chief Executive
responsible for Makro and as a member of
the Massmart Executive Committee in 2005.
In September 2012, Kevin was appointed
Divisional Chief Executive responsible for
Cambridge Food.

Llewellyn spent thirteen years in the banking
industry where he held senior positions in
a number of specialist financial institutions
before joining ABSA. In June 2003, Llewellyn
joined Super Group, a JSE-listed supply
chain and logistics company where his last
position was Divisional MD responsible for
the group’s African operations. He joined
Massmart in November 2008 as Divisional
Chief Executive for Builders Warehouse, later
becoming responsible for the whole division,
and was appointed to the Massmart Executive
Committee upon joining.

After graduating from Natal University with
a BCom degree and qualifying with his
CA (SA) in 1978, Robin spent six years in
retailing and wholesaling at WG Brown before
founding CCW in 1985. In 1998, he sold a
controlling interest in CCW to Massmart and
was appointed to the Massmart Executive
Committee. He led the acquisition and
integration of Browns and Weirs, and has
spearheaded the growth of the Division
to become South Africa’s leading food
wholesaler. In February 2012, Robin was
appointed Group Food Executive, before
being appointed as Managing Director of
Massdiscounters in January 2013 and he
remains a member of the Massmart Executive
Committee.

Responsibilities of the Audit Committee:
Overseeing the effectiveness of the Group’s governance, risk and internal control systems.
With regard to the External Auditors, to nominate their appointment, to determine audit fees payable, to pre- determine fees and scope of non-audit
services, and monitor their independence.
Reviewing the scope and effectiveness of the External and Internal Audit functions.
Ensuring that adequate accounting records have been maintained.
Ensuring the appropriate accounting policies have been adopted and consistently applied.
Reviewing and reporting on the application of King III.
Testing that the Group’s going-concern assertion remains appropriate.
Overseeing the quality and integrity of the annual financial statements.
Ensuring that Massmart Internal Audit Services (MIAS) reports functionally to the Committee, is considered independent, applies King III standards and
adheres to the Institute of Internal Auditors’ Standards for the Professional Practice of Internal Auditing and Code of Ethics.
It approves MIAS’s plan and ensures that MIAS have sufficient resource and skill to effectively perform their function.
Reviewing the adequacy and effectiveness of combined assurance, compliance and IT.
Receiving and reviewing the assurance assertion of MIAS and presenting this to the Board.
The CEO, the COO, the FD, senior financial executives of the Group and representatives from the External and Internal Auditors attend all meetings by invitation.
The Internal and External Auditors have unfettered access to the Audit Committee and its members, and both present formal reports to the Committee.
The Chairman of the Committee meets quarterly with the Chief Audit Executive (CAE), and at the start of every Committee meeting the External Auditors have a
private audience with the Committee.
In specific response to the requirements of the Companies Act, King III and in terms of its charter, the Committee can report as follows:

EXECUTIVE COMMITTEE

AUDIT COMMITTEE REPORT
FOR THE YEAR ENDED DECEMBER 2013

The Massmart Executive Committee is the most senior executive decision- making body in the Group. The Committee is chaired by the CEO (Grant Pattison)
and comprises the COO (Guy Hayward), Group FD (Ilan Zwarenstein), Group Human Capital Executive (Pearl Maphoshe), Group Corporate Affairs Executive
(Brian Leroni), the five divisional Chief Executives (Neville Dunn, Doug Jones, Kevin Vyvyan-Day, Llewellyn Walters and Robin Wright), the Group Africa and
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charter, the Committee can report as follows:

The Committee deliberates, takes decisions or makes recommendations on all matters of strategy and operations. Within the parameters described by the
Board-approved Governance Authorities, the decisions or recommendations are sometimes referred to the Board or its relevant Committee for final approval,
The scope, independence and objectivity of the External Auditors was reviewed;
while in other cases the power to take decisions is delegated to Divisional Boards or Executive Committees.

›
›

The External Auditors Ernst and Young Inc., and audit partner Allister Carshagen, are, in the Committee’s opinion, independent of the

The Executive
Committee
specific
responsibility,
inter
alia, for: for approval to be the Group’s auditor for the 2014 financial year;
Company
andhas
have
been proposed
to the
shareholders

›
›

On an on-going basis, the Committee reviews and approves the fees proposed by the External Auditors;

monitoring and measuring the structures, trends and performance of markets and competition;
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›
›
›

No reportable irregularities were identified and reported by the External Auditors to the Committee;

The Committee has reviewed the scope, quality, effectiveness, independence and objectivity of the External Auditors and is satisfied with all of these
areas. The audit firm Ernst and Young Inc., and audit partner Allister Carshagen, will be proposed to the shareholders at the May 2014 annual general
meeting for approval to be the Group’s auditor for the 2014 financial year. Ernst and Young Inc., are, in the Committee’s opinion, independent of the
Group.
The Committee is satisfied that the internal financial controls of the Divisions and Group operated effectively during the year ended December 2013 and
can be relied upon. In addition, the Committee is satisfied with the Group’s accounting policies and that these have been appropriately and consistently
applied during the year ended December 2013.
The Committee reviewed this Integrated Annual Report and recommended it to the Board for approval.
The nature and extent of non-audit services provided by the External Auditors is reviewed annually to ensure that fees for such services do not become
so significant as to call into question their independence of Massmart.
The nature and extent of any future non-audit services have been defined and pre-approved, and the total fee associated with those non-audit services
may not exceed 50% of the total audit fee without approval of the Committee. During the year ended December 2013, there were no non-audit services
included in the audit fee. If it appears that this guideline will be exceeded on a consistent basis, non-audit services will be outsourced to alternative
auditors.
No reportable irregularities were identified and reported by the External Auditors to the Committee.
The Massmart website (www.massmart.co.za) has a link enabling the general public to lodge complaints with the Committee. Since establishing this
functionality in 2009, no complaints have been received.
Annually the Committee considers whether it is meeting its duties and responsibilities as set out in the Committee charter and in terms of the requirements of
the Companies Act.
As part of the Audit function, the Committee receives reports on Group companies’ financial performance, governance, and internal controls, adherence to
accounting policies, compliance and areas of significant risk, amongst others. The Committee also receives written reports by both the External and Internal
Auditors, which are accompanied by discussion with Committee members. After considering these reports, the Committee formally reports to the Board, twice
each year, regarding the overall control framework and effectiveness of controls.
Each of the four Divisions has at least one Financial Review Committee which meets twice a year – before the finalisation and release of the Group’s Interim
and Preliminary financial results, respectively. These Committees effectively function as Divisional Audit Committees but not strictly in the manner required by
the regulators or King III. The attendance at these meetings includes the following invitees: the Group’s Financial Director, Divisional Chief Executive and
Divisional Finance Director, key finance and accounting staff, members of Internal and External Audit, and Massmart Corporate Finance executives. Minutes
from these meetings are included with the papers of the following Committee meeting. Twice a year the Audit Committee reviews the Financial Review
Committee minutes and the External Audit report, and annually they review the annual financial statements to comply with the Companies Act requirements of
a holding company audit committee and its responsibilities in regard to all Company subsidiaries.
The Group’s interim and provisional reports are always subject to independent review by the External Auditors.

so significant as to call into question their independence of Massmart.
The nature and extent of any future non-audit services have been defined and pre-approved, and the total fee associated with those non-audit services
may not exceed 50% of the total audit fee without approval of the Committee. During the year ended December 2013, there were no non-audit services
included in the audit fee. If it appears that this guideline will be exceeded on a consistent basis, non-audit services will be outsourced to alternative
auditors.
No reportable irregularities were identified and reported by the External Auditors to the Committee.
The Massmart website (www.massmart.co.za) has a link enabling the general public to lodge complaints with the Committee. Since establishing this
functionality in 2009, no complaints have been received.
Annually the Committee considers whether it is meeting its duties and responsibilities as set out in the Committee charter and in terms of the requirements of
the Companies Act.

The responsibilities of MIAS are defined and governed by a charter approved by the Audit Committee and the Board. MIAS has the unequivocal support of the
Board and this Committee and has access to any part of or person in Massmart. All employees are expected to co-operate positively with MIAS.

As part of the Audit function, the Committee receives reports on Group companies’ financial performance, governance, and internal controls, adherence to
accounting policies, compliance and areas of significant risk, amongst others. The Committee also receives written reports by both the External and Internal
Auditors, which are accompanied by discussion with Committee members. After considering these reports, the Committee formally reports to the Board, twice
each year, regarding the overall control framework and effectiveness of controls.

To ensure independence, MIAS reports functionally to the Audit Committee and administratively to the CEO. The Internal Audit function has adopted a
risk-based methodology for several years in order to ensure appropriate coverage of governance, risk management and control processes that are key to the
realisation of strategic objectives. The internal audit plan is based on risk assessments, risk registers, group strategies and input from management, the Board
and the Audit Committee. The Audit Committee approves the annual MIAS plan and the MIAS budgets. The CAE has unrestricted access to anyone in the
organisation, has frequent and independent discussions and updates with the Committee Chairman and Massmart Executive Directors. The CAE holds a senior
executive position in the organisation and has an influential impact across the business strategically and operationally. The Board provides MIAS with the
authority to attend any strategic session, Committee or Board meeting and to have unrestricted access to all information across the Group to assist with its
determination of the types and levels of governance, control and risk that exist across Massmart.

Each of the four Divisions has at least one Financial Review Committee which meets twice a year – before the finalisation and release of the Group’s Interim
and Preliminary financial results, respectively. These Committees effectively function as Divisional Audit Committees but not strictly in the manner required by
the regulators or King III. The attendance at these meetings includes the following invitees: the Group’s Financial Director, Divisional Chief Executive and
Divisional Finance Director, key finance and accounting staff, members of Internal and External Audit, and Massmart Corporate Finance executives. Minutes
from these meetings are included with the papers of the following Committee meeting. Twice a year the Audit Committee reviews the Financial Review
Committee minutes and the External Audit report, and annually they review the annual financial statements to comply with the Companies Act requirements of
a holding company audit committee and its responsibilities in regard to all Company subsidiaries.

The MIAS team formally reports any material findings and matters of significance to the Divisional Boards on a quarterly basis and to the Audit Committee
when it meets. The reports highlight whether actual or potential risks to the business are being appropriately managed and controlled. Progress in addressing
previous unsatisfactory audit findings is monitored until MIAS reports the proper resolution of the problem area.

SUITABILITY OF THE FINANCIAL DIRECTOR

There is significant MIAS involvement in IT throughout the Group in order to ensure satisfactory IT governance and assurance. All new major IT systems in the
Group require specific MIAS sign-off prior to implementation and all significant IT projects are subject to MIAS review. The MIAS role is twofold: to assess the
process and controls around large IT projects at significant phases of these projects; and to assess the control environment within existing IT systems and the
Group’s general computer control environment. MIAS adopted the Control Objectives for Information and related Technologies (COBIT) methodology for
technology auditing several years ago.

As required by the JSE, the Committee and Board have considered the skills, qualifications and performance of the Group Financial Director, Ilan Zwarenstein,
and are unanimously satisfied of his continuing suitability for the position. His biographical details can be found in the Corporate Governance section.

MIAS and External Audit’s scope and work-plans, and those of other assurance providers, are properly co-ordinated and when appropriate are relied upon in
order to provide efficient and effective assurance to the Committee and to reduce the governance burden.

EXTERNAL AUDIT

MIAS applies the standards of the International Standards for the Professional Practise of Internal Auditor and the recommendations of King III. In accordance
with the International Standards for the Professional Practise of Internal Audit standards, it has been determined that MIAS will be subjected to an independent
external quality assessment review at least once in five years. An independent external audit firm conducted the last quality review and concluded that
Massmart’s Internal Audit function ‘generally conforms’ to the standards of the Institute of Internal Audit which is the highest standard possible.

The Group’s interim and provisional reports are always subject to independent review by the External Auditors.
The Committee’s report in accordance with section 94(7)(f) of the Companies Act, can be found in the Corporate Governance section.

During the year ended December 2013, Ernst and Young Inc. were the External Auditors for all Group companies, with the exception of:
Massmart International Limited who are audited by RBC Trust Company (Guernsey) Limited;
Masscash Swaziland (Proprietary) Limited who are audited by Synergy Chartered Accountants; and
Makro (Lesotho) (Proprietary) Limited, Maseru Cash & Carry (Proprietary) Limited and Game Discount World (Lesotho) (Proprietary) Limited who are all
audited by New Dawn Chartered Accountants.
Total fees incurred to Ernst and Young Inc. during the year ended December 2013 were R20.6 million (2012: R12.7 million).

INTERNAL AUDIT
The Committee considers Massmart Internal Audit Services (MIAS) to be an independent, objective body providing assurance to the Group’s governance, risk
and control activities. MIAS comprises a dedicated team that, although managed from Massmart Corporate, is deployed Group-wide. The team comprises
appropriately tertiary qualified and experienced personnel, including internal audit and retail/wholesale professionals, to ensure the delivery of a relevant and
high-quality risk-based audit service. Pleasingly, 93% of the audit team is African, Coloured or Indian.
MIAS is an objective body providing assurance concerning the Group’s governance, risk and control activities.
MIAS has the unequivocal support of the Board and Audit Committee.
MIAS is considered independent and has been subjected to a quality review.
The MIAS team formally reports any material findings at the Divisional Boards and the Audit Committee on a quarterly basis.
There is significant MIAS involvement in Information Technology (IT) throughout the Group to ensure satisfactory IT governance and assurance.

In September 2012, Kevin was appointed
Divisional Chief Executive responsible for
Cambridge Food.

Chief Executive for Builders Warehouse, later
becoming responsible for the whole division,
and was appointed to the Massmart Executive
Committee upon joining.

wholesaler. In February 2012, Robin was
appointed Group Food Executive, before
being appointed as Managing Director of
Massdiscounters in January 2013 and he
remains a member of the Massmart Executive
Committee.

RISK COMMITTEE
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AUDIT COMMITTEE REPORT
FOR THE YEAR ENDED DECEMBER 2013

The audit committee met three times in the year ended 29 December 2013 and the Internal and External Auditors presented formal reports
to the Committee and attended these meetings by invitation. In response to the requirements of the Companies Act, King III and in terms of its
charter, the Committee can report as follows:

›
›
›
›

The scope, independence and objectivity of the External Auditors was reviewed;
The External Auditors Ernst and Young Inc., and audit partner Allister Carshagen, are, in the Committee’s opinion, independent of the
Company and have been proposed to the shareholders for approval to be the Group’s auditor for the 2014 financial year;
On an on-going basis, the Committee reviews and approves the fees proposed by the External Auditors;
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With effect from 22 May 2013 the Audit and Risk Committee was split into two Committees to allow each committee to give more focus to their different roles.
The Risk Committee comprises: Mr Chris Seabrooke (Chairman); Mr Norman Gray; Dr Lulu Gwagwa; Messrs Guy Hayward, Mark Lamberti, Michael Spivey,
Llewellyn Walters and Ilan Zwarenstein; Ms Phumzile Langeni; and Mrs Julie Wilford, four of whom are independent non-executive directors and who each have
the requisite financial and commercial skills and experience to contribute to the Committee’s deliberations. The Risk Committee met twice in the year ended
December 2013.
The Board recognises its responsibility to report a balanced and accurate assessment of the Group’s financial results and position, its business, operations and
prospects. Aspects of how this is achieved are covered in the section below.
The Board considers risk management to be a key business discipline designed to balance risk and reward, and to protect the Group against risks and
uncertainties that could threaten the achievement of business objectives. The Board’s risk strategy has been established through debate with the executive
directors where the Group’s risk tolerance has been considered and balanced against the drive towards the achievement of its strategies and objectives.

The appointment of the External Auditors complies with the Companies Act, and with all other legislation relating to the appointment of

The Committee is responsible to the Board for overseeing the Group’s risk management programme. The day-to-day responsibility for risk management,
including maintaining an appropriate loss prevention and internal control framework, remains with the executives of the Group and of each Division.

do not become so significant as to call into question their independence;

The Committee’s primary role is one of oversight and therefore it reviews and assesses the dynamic interventions, within the Group’s available resources and
skills, required in response to business-specific, industry-wide and general risks. The Committee tables a Group risk register, aggregated from those prepared
by the Divisions and the Group Executive Committee, to the Board annually in February. The Committee considers there to be two categories of Group risk
which can broadly be described as Strategic/Environmental risks and Operational risks.

KEVIN
VYVYAN-DAY (49)
LLEWELLYN WALTERS (50)
ROBIN WRIGHT (58)
External Auditors;
BCom,
BAcc
(Wits),
CA
(SA)
BA,
LLB
(Wits)
BCom to(Natal),
(SA)
ensureCA
that
the fees for such services
› The nature and extent of non-audit services provided by the External Auditors has been reviewed

AUDIT COMMITTEE REPORT continued
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to become South Africa’s leading food
Massmart in November 2008 as Divisional
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wholesaler. In February 2012, Robin was
Chief Executive for Builders Warehouse, later
In September 2012, Kevin was appointed
appointed Group Food Executive, before
becoming responsible for the whole division,
Divisional Chief Executive responsible for
and was appointed to the Massmart Executive being appointed as Managing Director of
Cambridge Food.
Massdiscounters in January 2013 and he
Committee upon joining.
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Chris Seabrooke

›
›
›

Chairperson of the Audit Committee
10 April 2014
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The audit committee met three times in the year ended 29 December 2013 and the Internal and External Auditors presented formal reports
to theMassmart
Committee Social
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these meetings
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the requirements
the Companies
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report as follows:
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Group General Counsel and the Group’s Human Resources Executive attend meetings by invitation.
The scope, independence and objectivity of the External Auditors was reviewed;

›
ExternalisAuditors
Ernst
Youngand
Inc.,
and audit
partner
Allister Carshagen,
are,
thesocial
Committee’s
opinion,
independent
of the
Committee
governed
by aand
charter
monitors
Group
performance
in terms of
defiinned
and ethics
performance
indicators
›The The
have been
proposed
to the
for approval
to be the Group’s
that Company
have beenand
formulated
with
reference
to shareholders
Regulation 43(5)
of the Companies
Act. auditor for the 2014 financial year;

an on-going basis, the Committee reviews and approves the fees proposed by the External Auditors;
›TheseOnindicators,
which include but are not limited to, OECD anti-corruption guidelines, United Nations Global Compact principles,
appointment of the External Auditors complies with the Companies Act, and with all other legislation relating to the appointment of
›the The
Employment Equity Act, Johannesburg Stock Exchange Socially Responsible Index criteria and Broad-based Black Economic

Strategic/Environmental risks tend to be longer-term and more material in nature and can, in most cases, only be monitored, managed and partially
mitigated through longer-term strategic or tactical business responses. These risks, which, for example, include executive talent retention and succession,
transformation and supply chain, are the primary focus of the Group’s Risk Management process. The Group risk register summarises the major risks
facing the Group, taking into account the likelihood of occurrence, the potential impact and any mitigating factors or compensating controls. The Risk
Committee oversees the maintaining of a sound system of governance, risk management and control with regard to operations, safeguarding assets,
reliability of management reporting, and compliance with laws and regulations.
Operational risks by their nature can be immediately addressed or mitigated by local management actions. These risks – which include in-store health,
safety and security, compliance, fire prevention and detection, IT systems and food safety, amongst others – are therefore the direct responsibility of each
Divisional Executive Committee where a Loss Prevention or Risk Officer has line-responsibility for overseeing these risks.

INTERNAL CONTROL FRAMEWORK
Massmart maintains clear principles and procedures designed to achieve corporate accountability and control across the Group. These are codified in the
Massmart Governance Authorities that describes the specific levels of authority and the required approvals necessary for all major decisions at both Group and
Divisional level. Through this framework, operational and financial responsibility is formally and clearly delegated to the Divisional Boards. This is designed to
maintain an appropriate control environment within the constraints of Board-approved strategies and budgets, while providing the necessary local autonomy
for day-to-day operations.
The Board is responsible for the risk management programme that attempts to balance the risks and rewards in achieving the Group’s objectives. On behalf of
the Board, the Risk Committee oversees the Group’s risk management programme. Responsibility for risk management and loss prevention rests however, with
the Group and Divisional Executive Committees.

LITIGATION AND LEGAL
There are no current, pending or threatened legal or arbitration proceedings that may have, or have had in the previous 12 months, a material effect on the
Group’s financial position. As part of the litigation relating to the Massmart-Walmart acquisition, Massmart has either satisfied or is in the process of
satisfying the conditions ordered by the 2012 Competition Appeal Court order. Two conditions remain active. Firstly, Massmart has established a Supplier
Development Fund that has commenced distributing funds to qualifying beneficiaries. The first annual report of the Fund was submitted to the Competition
Commission in December 2013. Secondly, in cooperation with the Competition Commission, Massmart has initiated its remedial plan to re-instate the
approximately 230 employees who were either not located or did not accept their original re-instatement offer from the pool of 503 retrenched employees. The
objective of the remedial plan is to ensure that Massmart has fully complied with the court order to re-instate all employees.

External Auditors;

elements, are reviewed by the Committee, on a rotational or core agenda basis.
The nature and extent of non-audit services provided by the External Auditors has been reviewed to ensure that the fees for such services
›Empowerment
not become
signifi
cant as
call ended
into question
their 2013,
independence;
The do
Committee
metso
twice
during
thetoyear
December
at which meetings performance in the following areas were reviewed,
The nature
andrequirements
extent of future
services
have been defined and pre-approved;
in response
to the
of non-audit
the Companies
Act:

›
›
›
›
›
›

No reportable irregularities were identified and reported by the External Auditors to the Committee;
JSE Socially Responsible Investment Index;
Anti-corruption Compliance;
Consumer and Product Safety;
Human capital management;

›
›
›
›

Regulatory and compliance matters;
Stakeholder Relations;
Socio-Economic Development; and
Environmental Impact.

The Committee confirms that no material issues were identified during this review.

FINANCIAL RISK AND APPRAISAL
Financial targets agreed in Group budgets and strategy processes are predicated on assumptions about the future that are uncertain and may prove incorrect
or inaccurate. The monitoring and management of this risk is the responsibility of the Group Executive Committee. Monthly performance is measured and
compared to the budget and prior year, and corrective or remedial action taken as appropriate.
Despite extensive financial, accounting and management controls and procedures, including reviews by Internal and External Auditors, there are risks arising
from the Group’s cash management and treasury operations, direct and indirect taxation, and employee or third-party fraud or economic crime.
In addition to financial reviews, Massmart participates in externally-facilitated review and disclosure processes that enable independent reviews of its
corporate accountability performances. These include a bi-annual ethics review by the South African Institute of Ethics, Carbon Disclosure Project
participation, Broad-based Black Economic Empowerment verification and an annual JSE Socially Responsible Investment Index review.
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GROUP RISK LANDSCAPE
STRATEGIC/ENVIRONMENTAL RISK
BUSINESS MODEL / STRATEGIC EXECUTION

DEFINITION

RISK

Through poor design, implementation, execution or prioritisation of our business model
or strategy, the Group’s longer-term financial performance and competitive positioning
could be severely compromised. The resultant financial performance may be suboptimal on either an absolute or relative basis.

Non-adherence to business model
or poor strategic execution

RISK
Volatility of key economic variables

RISK
Talent retention and succession

›
›
›
›
›

›
›
›
›

Unpredictable or dramatic changes in economic factors (inflation, interest rates,
exchange rates).
Margin decline from product deflation.
Effect on consumer confidence and spending from interest rate and/or inflation rate
volatility.
Impact on imported stock valuation.
Impact on foreign operations’ results and net assets reported in SA currency, with
possible material translation gains/losses.

Scarcity of retail-specific skills.
Developing and retaining sufficient business, leadership and senior management
skills to ensure long term competitiveness.
Over dependence on key leaders in the Group.
The need for an actively managed leadership succession pipeline.

POTENTIAL IMPACT

RISK MITIGATION
The Group insists on strategic clarity at the Divisions and Massmart Corporate.

2012

2013

PROBABILITY

LOW

LOW

FINANCIAL IMPACT

HIGH

HIGH

ECONOMIC IMPACT

HIGH

HIGH

2012

2013

All direct foreign exchange import liabilities are covered forward.

PROBABILITY

HIGH

MEDIUM

Interest rates on the Group’s medium-term debt have been fixed.

FINANCIAL IMPACT

MEDIUM

MEDIUM

Property lease escalation rates are negotiated as low as possible and certain property
leases are inflation-linked.

ECONOMIC IMPACT

MEDIUM

MEDIUM

The Group continually explores means of keeping the net assets of its African operations
to a minimum, thereby reducing the translation effect of any currency movement. This
includes repatriating cash profits as frequently as possible and settling cross-border
liabilities timeously.

2012

2013

PROBABILITY

LOW

LOW

This remains a major focus area. The Executive Committee actively monitors the
progress, development and possible succession plans for the ‘Top 200’ employees, as
well as monitoring a further 200 employees.

FINANCIAL IMPACT

HIGH

HIGH

ECONOMIC IMPACT

HIGH

HIGH

The strategies of all Divisions and the Group are formally documented and are reviewed
annually at Divisional level, at Group Executive Committee level and then by the Board.
A Division’s strategies dictate management’s operational tactics and priorities. The annual
budget process is an output of these reviews and on-going monthly monitoring of annual
financial results and comparison to budget at Divisional Boards and Group Executive
Committee level takes place.

There are in-house education programmes prepared and presented in conjunction with
local and international business schools that focus on developing middle and junior
executives, and there is an in-house graduate recruitment programme in place.
Annual ‘fire-side chats’ are held with each executive in the Group, which are attended
by that person’s superior and a third executive.
The Group’s remuneration policy, incorporating short- and longer-term incentives, is
designed to reward significant outperformance and provides an opportunity for staff to
accumulate wealth. The Share Scheme may act as a retention mechanism.

RISK
Ineffective cost control

It is strategically important to maintain a low cost base and essential that the Group
implements sustainably low and efficient operational and overhead cost structures.

2012

2013

Ongoing cost control through monitoring, benchmarking, review and innovation.

PROBABILITY

LOW

LOW

RDC and supply chain strategy. Reduce cost and waste.

FINANCIAL IMPACT

LOW

MEDIUM

ECONOMIC IMPACT

LOW

MEDIUM

Improve effectiveness and efficiency in procurement and inventory management.
Eliminate unnecessary complexity.
Careful new store roll-outs.
Collaborate with Walmart/ASDA on We Operate for Less programmes.

RISK

›

Insufficient progress with Transformation

›

In the broader national context, inadequate transformation at all levels by
Massmart and other South African businesses will curb the country’s longer-term
growth potential. Adverse reputational exposure due to under delivering in respect
of B-BBEE requirements.
This issue includes insufficient Black representation at Executive level at the Group
and Divisions.

DEFINITION:
STRATEGIC & ENVIRONMENTAL RISKS: tend to be longer-term and more material in nature and can, in most cases, only
be monitored, managed and partially mitigated through longer-term strategic or tactical business responses. These risks, which,
for example, include executive talent retention and succession, transformation and supply chain, are the primary focus of the
Group’s Risk Management process.

2012

2013

PROBABILITY

LOW

LOW

FINANCIAL IMPACT

MEDIUM

MEDIUM

ECONOMIC IMPACT

HIGH

MEDIUM

The Board needs to set appropriate targets and expectations in the context of new
codes and to maximise the visibility of initiatives such as the Supplier Development
Fund and Thuthukani (or its successor scheme) even if these initiatives do not directly
influence the scorecard.
Transformation is an agenda item at all Divisional and Group Board meetings and a
senior executive at Massmart has overall responsibility for delivering the strategy.
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GROUP RISK LANDSCAPE continued
OPERATIONAL RISK
BUSINESS MODEL / STRATEGIC EXECUTION

DEFINITION

RISK

Negative impact from a sustained attack by a major competitor (international or local)
aimed at one or more of the Group’s major categories or formats.

Competitor attack on our major merchandise categories

POTENTIAL IMPACT

RISK MITIGATION

2012

2013

PROBABILITY

MEDIUM

MEDIUM

FINANCIAL IMPACT

MEDIUM

HIGH

ECONOMIC IMPACT

MEDIUM

HIGH

Maintain a relevant and competitive product offering that offers affordable value to our
customers. Invest in brand awareness and loyalty.
Manage low-cost efficient operations.
Ensure suppliers believe that our stores and associated supply chain offer an ideal route
to market.
Optimise our store locations, and ensure regular store refurbishments and format renewal.

RISK
Complexity of the Group’s African operations

The complexity, of doing business in 12 African countries, each with different regulatory,
fiscal and customs environments. Political risk can become an issue. African currencies
can be illiquid, making cash repatriation vulnerable. There are also operational and
logistical challenges in managing the lengthy supply chain. There are, in addition, often
challenges presented in securing legal title to land in some countries.

2012

2013

PROBABILITY

LOW

LOW

FINANCIAL IMPACT

HIGH

HIGH

ECONOMIC IMPACT

HIGH

HIGH

Careful pre-selection of countries for new stores, with a thorough evaluation of customs,
tax, exchange control and business legislation. Regular repatriation of cash.
Although there is a natural economic hedge in place because our SA operations supply
the African stores, IFRS accounting standards have broken this hedge, resulting in
increased volatility of reported foreign currency movements. Dedicated executives across
several functions monitor and manage the African operations.
Keep supply chain as short as practical.
Develop relationships with key government and regulatory authorities in those countries.

RISK
Food Safety & Hygiene

RISK
Failure to address in-store Health and Safety issues

Non adherence to food safety standards and/ or failure to maintain appropriate hygiene
levels may result in legal liability and significant reputational damage as well as impact
trading performance. The concern extends especially to ‘Private Label’ products.

›
›
›

Legal consequences of non-compliance with Occupational Health and Safety Act.
Ensuring staff and customer safety when moving and storing inventory, including
racking and stacking.
Possible significant reputational risk from customer or employee injury or death.

DEFINITION:
OPERATIONAL RISKS by their nature can be immediately addressed or mitigated by local management actions. These risks –
which include in-store health, safety and security, compliance, fire prevention and detection, IT systems and food safety, amongst
others – are therefore the direct responsibility of each Divisional Executive Committee where a Loss Prevention or Risk Officer has
line-responsibility for overseeing these risks.

2012

2013

Supplier compliance audits.

PROBABILITY

LOW

LOW

Use of QA tests by third parties (Food Consulting Services).

FINANCIAL IMPACT

LOW

MEDIUM

ECONOMIC IMPACT

HIGH

MEDIUM

2012

2013

Increase executive, staff and customer awareness in-stores.

PROBABILITY

LOW

LOW

Internal Audit reviews.

FINANCIAL IMPACT

LOW

HIGH

Use of professional third parties to assess in-store health and safety issues, including
legislative and regulatory compliance.

ECONOMIC IMPACT

LOW

HIGH

Supply chain focus to reduce inventory volumes.

Food safety management system audited by Diverse.
Food Forum focus. Formulated product-recall procedure.
Internal audit focus.

NOMINATION COMMITTEE
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AUDIT COMMITTEE REPORT continued

The Nominations Committee’s functions include assisting the Board with making recommendations on the composition of the Board with respect to race,
gender and the balance between executive, non-executive and independent non-executive members appointed to the Board, as well as acknowledging the
specialist or industry-specific skills required by the Group. The Nomination Committee assists the Board in identifying and nominating candidates and
formulating succession plans for the approval of the Board for the appointment of new executive and non-executive Directors, including the Chairperson and
CEO. The Committee recommends Directors who are retiring by rotation, for re-election.

›

The Committee is satisfied that the internal financial controls of the Divisions and Group operated effectively throughout the year ended

December
2013 and
can be relied
In addition,
the Committee
with the
Group’sofaccounting
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bested
practice
in respect
Board composition,
structure
and have
process
and ensuringbeen
that appropriately
the Board hasand
the appropriate
to execute
ensure 2013;
that the induction and on-going training and
consistentlycomposition
applied throughout
theits
53duties
weekseffectively.
ended 29They
December
developmentThe
of Directors
take
place. this Integrated Annual Report and recommended it to the Board for approval;
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reviewed

›
the date
this to
report,
nothat
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have been
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of theof
Company
to
› As atassists
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the of
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ensure
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competitive
strategies,
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succession
andstatements,
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content orexecutive
auditing recruitment,
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financial
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matter;
and

›

The Massmart website (www.massmart.co.za) has a link enabling the general public to lodge complaints with the Committee. Since

each Group company’s stage in its life cycle and the executive capabilities appropriate for that stage;
establishing
this functionality
in 2009,
complaints
have
the present
and future
posts which need
to beno
filled
to mitigate
risk;been received.
the availability of individuals to fill such posts;
the cost and composition of remuneration packages paid to individuals holding comparable positions in the retail and wholesale industry or other
industries as appropriate;
the Company’s policies regarding the various components and mix of compensation, incentivisation and wealth creation;
the cost of executive compensation to the company relative to short, medium and long term performance;
Chris Seabrooke
the time required to recruit, induct, inculcate and train individuals to be fully effective in new positions; and
Chairperson of the Audit Committee
the total compensation programme is designed with full consideration of all accounting, tax and regulatory requirements and shall be of the highest
quality.

10 April 2014

SOCIAL AND ETHICS COMMITTEE REPORT
FOR THE YEAR ENDED DECEMBER 2013

COMPLIANCE, TRANSPARENCY AND ACCOUNTABILITY
AGM
Attendance by all Directors at Massmart’s Annual General Meeting is strongly encouraged while attendance for Board Committee Chairpersons is compulsory.
At the May 2013 Massmart Annual General Meeting the Chairperson of the Nomination Committee and the Chairperson of the Remuneration Committee, the
Audit Committee and the Risk Committee were in attendance, as were the Board Chairman, CEO, COO and FD. In total, five non-executive directors attended the
Annual General Meeting.
The Company’s transfer secretaries attend every general meeting of shareholders to assist with the recording of shareholders’ attendance and to tally the
votes. The Chairman confirms with the meeting that votes will be counted by way of poll, i.e. all votes are counted, rather than by way of a show of hands.

Share buy-back programme
Annually the Group seeks, and obtains, the approval of the shareholders in general meeting to repurchase Massmart shares. This authority – valid until the
following year’s Annual General Meeting and subject to the Listings Requirements of the JSE – allows the Group to purchase its own shares not exceeding 5%
of that class of the Company’s issued share capital, at a price not greater than 10% above the preceding five-day volume-weighted average. Shareholders have
been asked to renew this authority at the forthcoming May 2014 Annual General Meeting.
During 53 weeks ended 29 December 2013, no Massmart shares were purchased on the open market by a Massmart subsidiary. The amount and timing of any
future purchases will be determined by the Board and are dependent on the Board’s view on the intrinsic value of Massmart shares, the ruling market price from
time to time, the Group’s cash position and future cash requirements, and prevailing market conditions.
The Massmart Employee Share Trust acquires shares from time to time on the JSE open-market to mitigate the dilution caused by the Company issuing new
shares when options are exercised by participants. During the 53 weeks ended 29 December 2013, the Massmart Employee Share Trust purchased 1.2 million
shares for R223.0 million which were utilised to meet vesting share options.

Share dealings
No Director, Executive or employee may deal, directly or indirectly, in Massmart shares where that person may be aware of unpublished price-sensitive
information. There are strict closed periods during which all directors, executives and employees are not allowed to deal in Massmart shares.
The periods begin one month prior to the end of each reporting date (these reporting dates being December and June) and end on the public release of the
Group results. A closed period also applies from the date when Massmart issues a cautionary announcement.

The Massmart Social and Ethics Committee was constituted in June 2011 and comprises two non-executive Directors and
Group General Counsel and the Group’s Human Resources Executive attend meetings by invitation.

In addition, all Directors, Executives and employees, and their associates as defined by the JSE, are not allowed to deal in Massmart shares in the final hour of
trading on the JSE. All share dealings by a Director, Executive or employee must be authorised by the CEO, the COO or the FD. Any dealings by the CEO are
authorised by the Chairman, and dealings by the COO and the FD are authorised by the CEO.

The Committee is governed by a charter and monitors Group performance in terms of defined social and ethics performance indicators

Corporate Ethics

the Massmart CEO. An independent external advisor, the Group Chief Compliance Officer, the Group’s Corporate Affairs Executive, the

that have been formulated with reference to Regulation 43(5) of the Companies Act.
These indicators, which include but are not limited to, OECD anti-corruption guidelines, United Nations Global Compact principles,
the Employment Equity Act, Johannesburg Stock Exchange Socially Responsible Index criteria and Broad-based Black Economic

Massmart is committed to achieving the highest standards of ethical behaviour and continued its strong emphasis on promoting awareness of, and
compliance with, Massmart’s Code of Ethical Conduct. Massmart’s Code of Ethical Conduct was revised in January 2013, to bring it in line with the Walmart
Statement of Ethics, and distributed to all 36 000 Massmart employees and contractors between April and August 2013.

Empowerment elements, are reviewed by the Committee, on a rotational or core agenda basis.

Massmart Ethics Line

The Committee met twice during the year ended December 2013, at which meetings performance in the following areas were reviewed,

Massmart has an Ethics Line that is independently run by Deloitte Tip-Offs Anonymous. Deloitte Tip-Offs Anonymous has been certified by the External
Whistle-blowing Hotline Services Provider Standard E01.1.1. This Line can be used by all Massmart employees and suppliers to report any suspected unethical
behaviour. Controls are in place to ensure callers can make good faith anonymous claims, without fear of retaliation.

in response to the requirements of the Companies Act:

›
›
›
›

JSE Socially Responsible Investment Index;
Anti-corruption Compliance;
Consumer and Product Safety;
Human capital management;

›
›
›
›

Regulatory and compliance matters;
Stakeholder Relations;
Socio-Economic Development; and
Environmental Impact.

The Committee confirms that no material issues were identified during this review.

Ethics structure and system
The Massmart Ethics Office adopted Walmart’s ethics system, IntegriLink, to record all calls received. Calls are investigated by the Divisional Ethics Officers
and, where necessary, by Massmart Forensic Services Department. All calls are monitored by the Massmart Ethics Office, and significant calls in conjunction
with the Walmart Global Ethics Office. The Group Ethics Forum meets twice a year where the call statistics and trends are discussed. The appointment of
Ethics Officers in all Divisions, and the formulation and regular meetings of the Group Ethics Forum, have ensured the continued focus on the consistent
application of ethics practice and training within Massmart.
Call statistics
During the weeks ended 31 December 2013, 40.3% of calls received were HR-related matters with 59.7% of calls involving ethics issues (see table below).

Phumzile Langeni
Chairperson of the Social and Ethics Committee

MASSMART ETHICS LINE
Total calls

10 April 2014

2013

2012

January

66

43

February

51

42

March

58

53

April

51

58

May

54

76

June

29

49

July

75

61

August

75

64

September

77

55

BREAKDOWN OF CALLS

Call statistics
During the weeks ended 31 December 2013, 40.3% of calls received were HR-related matters with 59.7% of calls involving ethics issues (see table below).

MASSMART ETHICS LINE

These expanded and realigned resources have dual objectives of (i) providing legal/regulatory subject matter expertise to the Divisions and (ii) ensuring that
each division assesses and manages those legal/regulatory risks that the Group identifies. With support from the Group, the Finance Directors in each Division
will continue to ensure that legal/regulatory risks are appropriately assessed and managed. Compliance across the Group is exercised as follows:

Total calls
2013

2012

January

66

43

February

51

42

March

58

53

April

51

58

May

54

76

June

29

49

July

75

61

August

75

64

September

77

55

October

88

59

November

73

57

December

58

33

755

650

Total
Increase

The environment is monitored, formally and informally, via several sources including key subject matter experts within the Group legal/regulatory
function, external service providers that review all proposed or impending legislation and regulations, as well as non-executive Directors, and contacts
within government bodies, supplier bodies and consumer groups;
Depending upon where the response to the pending legislation can most efficiently and effectively be addressed, the task falls to one of the trading
forums (Food, Liquor, General Merchandise, Cellular) or functional forums (TIP, Finance) or even the Group Executive Committee. The members of these
forums are also tasked with keeping their respective Divisions apprised of intentions to support the role of the Divisional Compliance Officers; and
On-going compliance is monitored and tested through various means including internal compliance monitoring, MIAS, External Audit and third-party
service providers. Reports from these entities are presented to the Risk Committee and the newly constituted Compliance and Ethics Committee.

BREAKDOWN OF CALLS

Pending legislation or recently enacted laws that may have a potentially material impact on the Group include:
Payment Card Industry Data Security Standard;
Labour and Employment legislation
Protection of Personal Information Act; and
Various regulations relating to food safety and product safety, most significantly the Consumer Protection Act.

16.2%

Extraterritorial laws now relevant to Massmart via our subsidiary association with Walmart that may have a material impact on the Group include:

Ethics awareness
The Massmart Ethics Office continuously distributes ethics awareness communications throughout Massmart:
Regular “emailers” providing communication on relevant topics are sent to all employees with access to an email address and for management to display on all
notice boards. The “Gifts and Entertainment” emailer was distributed during the Nov/Dec period. Ethics posters are situated in all stores and head offices. The
posters displayed are: ‘Do what is right’ and ‘What does ethics mean?’ which will soon be available in ten languages, and two other posters that explain the
Massmart Ethics Line and our values. Ethics “tone-at-the-top” messaging is also a recurring topic with Group Executives during store meetings.
Ethics surveys
Tone at the Top

44%

39%

8%

BUA 2013

Ethics Institute of South Africa 2012

% Improvement

57%

37%

20%

In 2013, Walmart Global Ethics partnered with Corporate Executive Board (CEB) to administer a 21-item integrity survey to a statistically significant global
Director Manager Leadership
59%
41%
18%
sample of employees deployed to all businesses. As Massmart had conducted an integrity risk assessment through the Ethics Institute of South Africa the
Ethical pressure
65%
55%
10%
previous year, we tailored the CEB questions to be part of the BUA engagement survey. This BUA survey involved ascertaining the involvement and ownership
Awareness
81%
73%
8%
that drives an employee to make a valuable contribution for the betterment and success of the Organisation. When the engagement is high, the employee is
Observed misconduct
63%
47%
16%
much better able to respect, add value, and seek opportunities to go above what the job requires. This, we believe, then directly impacts the culture and
As
seen in
above, the percentage improvement increased across all themes. It can thus be noted that Massmart is in line with actively improving the
success
ofthe
thetable
Organisation.
various elements such as increased productivity, active awareness campaigns, and engaging employees from all levels for greater commitment to the
Organisation.
The table below reflects the response on similar questions between the Ethics survey 2012 and the BUA survey 2013.
Themesand service providers
Suppliers
Comfort speaking up

Massmart regularly communicates its ethical and ethical-sourcing standards to suppliers and service providers, and attempts to ensure that they comply with
these standards as well as all legal requirements in all the countries where we operate including laws and regulations relating to corrupt activities. This is
achieved in the following ways: suppliers and service providers are invited to make use of the Ethics Line, Massmart’s formal trading agreements detail ethical
practices that suppliers are expected to uphold, and supplier ethics messages are distributed in supplier communications.
Contact the Massmart Ethics Line:
Call
Outside of SA
SMS
Fax
Email
Web

In 2013, Management created a Compliance and Ethics Sub-Committee of its Executive Committee to focus on governance, regulatory compliance and
ethics matters;
In 2013, Management divided the role of General Counsel and Chief Compliance Officer and appointed an executive to lead the regulatory compliance
function. Management has realigned certain reporting lines and added resources within both the regulatory and legal areas to accommodate this
enhanced structure.

0800 20 32 46
+22 31 508 6488
32846
0800 00 77 88
massmart@ethics-line.com
www.walmartethics.com

Legal and Regulatory Compliance
Monitoring and managing legal and regulatory risks across the Group has always been a fundamental tenet of our business model. King III requires that an
effective compliance framework should include, among other features, formalized control processes with clear responsibilities and reporting channels. To
ensure compliance with King III in an increasingly regulated market, the Group has sharpened its focus in this area by expanding and realigning certain
functional legal and regulatory areas, including the following:
In 2011, the Board appointed a Group General Counsel and Legal Executive with Group-wide scope;
In 2013, Management created a Compliance and Ethics Sub-Committee of its Executive Committee to focus on governance, regulatory compliance and
ethics matters;
In 2013, Management divided the role of General Counsel and Chief Compliance Officer and appointed an executive to lead the regulatory compliance
function. Management has realigned certain reporting lines and added resources within both the regulatory and legal areas to accommodate this
enhanced structure.
These expanded and realigned resources have dual objectives of (i) providing legal/regulatory subject matter expertise to the Divisions and (ii) ensuring that
each division assesses and manages those legal/regulatory risks that the Group identifies. With support from the Group, the Finance Directors in each Division
will continue to ensure that legal/regulatory risks are appropriately assessed and managed. Compliance across the Group is exercised as follows:
The environment is monitored, formally and informally, via several sources including key subject matter experts within the Group legal/regulatory
function, external service providers that review all proposed or impending legislation and regulations, as well as non-executive Directors, and contacts
within government bodies, supplier bodies and consumer groups;
Depending upon where the response to the pending legislation can most efficiently and effectively be addressed, the task falls to one of the trading
forums (Food, Liquor, General Merchandise, Cellular) or functional forums (TIP, Finance) or even the Group Executive Committee. The members of these
forums are also tasked with keeping their respective Divisions apprised of intentions to support the role of the Divisional Compliance Officers; and

The U.S. Foreign Corrupt Practices Act;
Sarbanes Oxley;
Dodd-Frank; and
Various trade sanctums relevant to subsidiaries of US companies.
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NOTICE OF THE ANNUAL
GENERAL MEETING
FOR THE YEAR ENDED DECEMBER 2013

NOTICE OF AGM

Notice is hereby given that the Annual General Meeting of holders
of all classes of shares of the Company will be held on Friday,
30 May 2014, at 09h00, at Massmart House, 16 Peltier Drive,
Sunninghill Ext 6, Sandton, for purposes of:
1. Transacting the following business:
1.1 to present the audited Annual Financial Statements of the
Company and its subsidiaries (Group) for the year ended
December 2013, and the associated Directors’ report and
External Auditors’ report, the Audit Committee report and
the Social and Ethics Committee report;
1.2 to elect Directors in the place of those resigning and
retiring in accordance with the Company’s Memorandum
of Incorporation; and
1.3 such other business as may be transacted at an Annual
General Meeting.
2. Considering and, if deemed fit, passing, with or without
modification, the below mentioned ordinary and special
resolutions.
The Board of Directors of the Company has determined, in
accordance with section 59 of the Companies Act, 71 of 2008,
as amended (Act), that the respective record dates for shareholders
to be recorded as shareholders in the securities register of the
Company in order to: (i) be entitled to receive this notice of Annual
General Meeting is Thursday, 17 April 2014; and (ii) be entitled
to attend, participate and vote at the Annual General Meeting
is Friday, 23 May 2014. The last date to trade to be entitled to
attend, participate and vote at the Annual General Meeting is
Friday, 16 May 2014.

Ordinary business

NOTICE OF ANNUAL GENERAL MEETING 
FORM OF PROXY



Ordinary resolutions
Ordinary Resolution Number 1
“Resolved that Mr D Cheesewright, who retires by rotation and has offered himself for re-election, be and is hereby re-elected
to the Board of Directors of the Company.”
In terms of the Act, more than 50% of the voting rights exercised on this resolution must be cast in favour of ordinary
resolution number 1 for it to be adopted.

Ordinary Resolution Number 2
“Resolved that Mr D Dlamini, who resigns as required by the Memorandum of Incorporation and has offered himself for reelection, be and is hereby re-elected to the Board of Directors of the Company.”
In terms of the Act, more than 50% of the voting rights exercised on this resolution must be cast in favour of ordinary
resolution number 2 for it to be adopted.

Ordinary Resolution Number 3
“Resolved that Dr NN Gwagwa, who retires by rotation and has offered herself for re-election, be and is hereby re-elected to
the Board of Directors of the Company.”
In terms of the Act, more than 50% of the voting rights exercised on this resolution must be cast in favour of ordinary
resolution number 3 for it to be adopted.

Ordinary Resolution Number 4
“Resolved that Mr GRC Hayward, who retires by rotation and has offered himself for re-election, be and is hereby re-elected
to the Board of Directors of the Company.”
In terms of the Act, more than 50% of the voting rights exercised on this resolution must be cast in favour of ordinary
resolution number 4 for it to be adopted.

Ordinary Resolution Number 5
“Resolved that Mr CS Seabrooke, who retires by rotation and has offered himself for re-election, be and is hereby re-elected
to the Board of Directors of the Company.”
In terms of the Act, more than 50% of the voting rights exercised on this resolution must be cast in favour of ordinary
resolution number 5 for it to be adopted.

The summarised audited Annual Financial Statements of the
Company and the Group (as approved by the Directors of the
Company), including the Directors’ report and External Auditors’
report, the Audit Committee report and the Social and Ethics
Committee report for the year ended December 2013, circulated
together with this notice, are presented to the shareholders for their
consideration.

Ordinary Resolution Number 6

The summarised audited Annual Financial Statements for the
year ended December 2013 are set out in the ‘Group Financial
Director’s Review’ on pages 56 to 80 of the Massmart Integrated
Annual Report. The complete audited financial statements for
the year ended December 2013 can be found on the Company’s
website: WEB:
www.massmart.co.za

Ordinary Resolution Number 7

“Resolved that Ernst & Young Inc. (with Mr Allister Carshagen as the Audit Partner) be and are hereby elected as the Company’s
auditors for the ensuing financial year to hold office until the Company’s next Annual General Meeting, as approved by the
Audit Committee and recommended to shareholders.”
In terms of the Act, more than 50% of the voting rights exercised on this resolution must be cast in favour of ordinary
resolution number 6 for it to be adopted.

“Resolved that the following persons be and are hereby appointed, each by way of a separate vote, as members of the Audit
Committee:
7.1 CS Seabrooke (Chairman)1;
7.2 NN Gwagwa2; and
7.3 P Langeni”.
1
2

NOTES TO THE FORM OF PROXY



Subject to his re-election as a Director pursuant to ordinary resolution number 5
Subject to her re-election as a Director pursuant to ordinary resolution number 3

In terms of the Act, more than 50% of the voting rights exercised on each of these resolutions must be cast in favour of each
of ordinary resolution numbers 7.1, 7.2 and 7.3 for such resolutions to be adopted.
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NOTICE OF THE ANNUAL GENERAL MEETING continued
FOR THE YEAR ENDED DECEMBER 2013

Ordinary Resolution Number 8
“Resolved that, subject to the JSE Limited Listings Requirements (JSE Listings Requirements), the Directors be and are
hereby authorised to issue the ordinary shares in the authorised but unissued shares of the Company (or to issue options or
convertible securities convertible into ordinary shares) for cash to such person or persons on such terms and conditions as
they may deem fit, subject to the following:
8.1 the securities shall be of a class already in issue, or convertible into a class already in issue;
8.2 the securities shall be issued to public shareholders (as defined in the JSE Listings Requirements) and not to related
parties (as defined in the JSE Listings Requirements);
8.3 the issues of securities in the aggregate under the authority of this resolution during the period in 8.5 below shall not
exceed 5% of the number of securities of that class already in issue as at the date of this notice of Annual General
Meeting being 10,855,476 ordinary shares, determined in accordance with the relevant provisions of the JSE Listings
Requirements, provided that:
8.3.1 any equity securities issued under the authority during the period contemplated in 8.5 below must be deducted
from such number in 8.3 above; and
8.3.2 in the event of a sub-division or consolidation of the issued equity securities during the period contemplated
in 8.5 below, the existing authority must be adjusted accordingly to represent the same allocation ratio;
8.4 the maximum discount at which the shares may be issued shall be 10% of the weighted average traded price of the
shares of the Company measured over the 30 business days prior to the date that the price of the issue is agreed
between the Company and the party subscribing for the shares;
8.5 the authority hereby granted will be valid until the Company’s next Annual General Meeting, provided that it will not
extend beyond 15 months from the date on which this resolution is passed; and
8.6 once shares representing, on a cumulative basis within the period contemplated in 8.5 above, 5% or more of the
Company’s issued ordinary and/or preference shares prior to that issue, have been issued, the Company shall publish
an announcement in accordance with the JSE Listings Requirements.”
Pursuant to the JSE Listings Requirements, the Company will only be entitled to implement this general authority to allot and
issue ordinary shares for cash if this ordinary resolution number 8 is passed by a majority of 75% or more of the votes cast
by all shareholders present or represented by proxy at the Annual General Meeting, excluding any votes cast by the Massmart
Holdings Limited Employee Share Trust.

1.2 repurchases may not be made at a price greater than 10% above the weighted average of the market value for the
shares determined over the five business days immediately preceding the date that the repurchase is effected (or, if no
shares of the Company have been traded in that period, subject to a ruling by the JSE);
1.3 repurchases in the aggregate in any one financial year shall not exceed 15% of that class of the Company’s issued shares;
1.4 the repurchase of shares will be effected through the order book operated by the JSE trading system and will be done
without any prior understanding or arrangement between the Company and the counterparty;
1.5 the Company may only appoint one agent, at any point in time, to effect the repurchases on the Company’s behalf;
1.6 neither the Company nor its subsidiaries may repurchase shares during a prohibited period (as defined in the JSE
Listings Requirements) unless a repurchase programme is in place where the dates and quantities of shares to be
traded during the relevant period are fixed (not subject to any variation) and where full details of the programme
have been disclosed in an announcement on the Stock Exchange News Service prior to the commencement of the
prohibited period;
1.7 an announcement complying with paragraph 11.27 of the JSE Listings Requirements will be published by the Company
when the Company and/or its subsidiaries have cumulatively repurchased 3% of the Company’s initial number of issued
ordinary and/or preference shares at the time that the general authority from shareholders is granted and for each 3%
in aggregate of the initial number of that class acquired thereafter; and
1.8 a resolution by the Board of Directors that it authorises such repurchase, that the Company and its subsidiaries have
passed the solvency and liquidity test as set out in section 4 of the Act and that, since the application by the Board of
Directors of the solvency and liquidity test, there have been no material changes to the financial position of the Group,
has been passed.”
Statement by the Board of Directors
In accordance with the JSE Listings Requirements, the Directors state that:
(a) the intention of the Directors is to utilise the authority given under special resolution number 1 at a future date, provided
that the cash resources of the Company are in excess of its requirements. In this regard, the Directors will take into
account, inter alia, an appropriate capitalisation structure for the Company and the long-term cash needs of the Company,
and will ensure that any such utilisation is in the interests of the shareholders; and
(b) having considered the effect of the maximum number of ordinary and preference shares that may be acquired pursuant
to the authority given under special resolution number 1:

Ordinary Resolution Number 9

›

“Resolved that, by way of a non-binding advisory vote, the remuneration policy of the Company, as outlined in the
Remuneration report on pages 38 to 39 of the Integrated Annual Report, is endorsed.”

›

As this is a non-binding advisory vote, no minimum voting threshold is required. Nevertheless, for record purposes, in terms of
King III, more than at least 50% of the voting rights exercised on this resolution must be cast in favour of ordinary resolution
number 9 for it to be adopted. This non-binding advisory vote allows shareholders to express their views on the remuneration
policies adopted by the Company and on their implementation.

Special resolutions
Special Resolution Number 1
“Resolved, as a special resolution, that the Company and/or its subsidiaries be and are hereby authorised to generally
repurchase the ordinary and/or preference shares in the issued shares of the Company from such shareholder/s, at such price,
in such manner and subject to such terms and conditions as the Directors may deem fit, but subject to the Memorandum of
Incorporation of the Company, the Act and the JSE Listings Requirements, and provided that:
1.1 the authority hereby granted will be valid until the Company’s next Annual General Meeting or for 15 months from the
date of this special resolution, whichever period is shorter;

›
›

the Company and the Group will in the ordinary course of business be able to pay its debts for a period of 12 months
after the date of this notice of Annual General Meeting;
the assets of the Company and the Group will be in excess of the liabilities of the Company and the Group for a period
of 12 months after the date of this notice of Annual General Meeting, such assets and liabilities being recognised and
measured in accordance with the accounting policies used in the Annual Financial Statements of the Company and the
Group for the year ended December 2013;
the issued share capital and reserves of the Company and the Group will be adequate for ordinary business purposes for
a period of 12 months after the date of this notice of Annual General Meeting; and
the working capital available to the Company and the Group will be adequate for ordinary business purposes for a period
of 12 months after the date of this notice of Annual General Meeting.

The Company will ensure that its sponsor provides the necessary sponsor letter on the adequacy of the working capital in
terms of the JSE Listings Requirements, prior to the commencement of any repurchase of the Company shares under the
authority given in terms of special resolution number 1.
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NOTICE OF THE ANNUAL GENERAL MEETING continued
FOR THE YEAR ENDED DECEMBER 2013

The following additional information, which appears in the Integrated Annual Report of which this notice forms part, is
provided in terms of the JSE Listings Requirements for purposes of special resolution number 1:

›
›
›
›
›
›
›

The following direct and/or indirect financial assistance was provided by the Company to related and/or inter-related companies
and/or corporations of the Company as at the financial year ended December 2013:
Rbn

Directors and management – p.89 to p.94;
Major shareholders – p.82;
Material changes – p.104;
Directors’ interests in shares – p.49;
Share capital of the Company – p.48;
Responsibility statement – p.104; and
Litigation – p.50.

The Directors, whose names are set out on pages 89 to 91 of the Integrated Annual Report, collectively and individually,
accept responsibility for the accuracy of information contained in this statement and certify that, to the best of their knowledge
and belief, there are no other facts, the omission of which would make any statement false or misleading and that they have
made all reasonable enquiries in this regard.
Other than the facts and developments reported in the Integrated Annual Report, to which this notice of Annual General
Meeting is attached, there have been no material changes in the financial or trading position of the Company and its
subsidiaries since the publication of the Audited Financial Statements for the year ended December 2013.
In terms of the Act, at least 75% of the voting rights exercised on this resolution must be cast in favour of special resolution
number 1 for it to be adopted.

Special Resolution Number 2
“Resolved, as a special resolution, that the following Directors’ remuneration (payable to the applicable Directors for services
to be rendered by them in their capacities as such), be and is hereby approved, each by way of a separate vote, for the period
commencing on 30 May 2014 to the date on which the Company’s Annual General Meeting in respect of its financial year
ending December 2014 will be held:
2.1

Chairman of the Board

R871,000

2.2

Deputy Chairman

R625,000

2.3

Directors

R259,000

2.4

Committee Chairmen

R252,000

2.5

Committee Members

R120,000

Cross suretyships in respect of banking facilities

7.4

Loans to subsidiary companies

1.0

Total

8.4

It is anticipated that such financial assistance will increase during the period of two years commencing on the date of special
resolution number 3, mainly as a result of the Group’s expansion and acquisition plans but that the total financial assistance
after such anticipated increase will not exceed R13 billion.
In the event that the Company provides financial assistance to its subsidiary companies in the form of loans, the Company’s
solvency and liquidity will not be impaired as the Company will raise an asset in its books for the equivalent amount then
due by that subsidiary.
Notice to shareholders of the Company in terms of section 45(5) of the Act of a resolution adopted by the Board
authorising the Company to provide direct or indirect financial assistance.
By the time this notice of Annual General Meeting is delivered to shareholders, the Board of Directors will have adopted a
resolution (section 45 Board Resolution) authorising the Company to provide, at any time and from time to time during the
period of two years commencing on the date on which special resolution number 3 is adopted, any direct or indirect financial
assistance as contemplated in section 45 of the Act to any one or more related or inter-related companies or corporations of
the Company and/or to any one or more members of any such related or inter-related company or corporation and/or to any
one or more persons related to any such company or corporation, provided that any such financial assistance shall not in the
aggregate exceed an amount of R13 billion in any financial year.
The section 45 Board Resolution will be effective only if and to the extent that special resolution number 3 is adopted by
the shareholders, and the provision of any such direct or indirect financial assistance by the Company, pursuant to such
resolution, will always be subject to the Board of Directors being satisfied that: (i) immediately after providing such financial
assistance, the Company will satisfy the solvency and liquidity test as referred to in section 45(3)(b)(i) of the Act; and that
(ii) the terms under which such financial assistance is to be given are fair and reasonable to the Company as referred to in
section 45(3)(b)(ii) of the Act.

In terms of the Act, at least 75% of the voting rights exercised on each of these resolutions must be cast in favour of special
resolution numbers 2.1, 2.2, 2.3, 2.4 and 2.5 for such resolutions to be adopted.

In as much as the section 45 Board Resolution contemplates that such financial assistance will in the aggregate exceed
one–tenth of one percent of the Company’s net worth at the date of adoption of such resolution, the Company hereby provides
notice of the section 45 Board Resolution to shareholders. Such notice will also be provided to any trade union representing
any employees of the Company.

Special Resolution Number 3

General

“Resolved, as a special resolution, to the extent required in terms of, and subject to the provisions of, section 45 of the Act,
that the shareholders hereby approve of the Company providing, at any time and from time to time during the period of two
years commencing on the date of this special resolution, any direct or indirect financial assistance as contemplated in such
section of the Act to any one or more related or inter-related companies or corporations (as defined in the Act) of the Company
and/or to any one or more members of any such related or inter-related company or corporation and/or to any one or more
persons related to any such company or corporation, on such terms and conditions as the Board of Directors of the Company,
or any one or more persons authorised by the Board of Directors of the Company from time to time for such purpose, deems fit,
provided that any such financial assistance shall not in the aggregate exceed an amount of R13 billion in any financial year.”

Identification, voting and proxies

In terms of the Act, at least 75% of the voting rights exercised on this resolution must be cast in favour of special resolution
number 3 for it to be adopted.

Shareholders are entitled to attend, speak and vote at the Annual General Meeting.
In terms of section 63(1) of the Act, any person attending or participating in the Annual General Meeting must present
reasonably satisfactory identification and the person presiding at the general meeting must be reasonably satisfied that the
right of any person to participate in and vote (whether as a shareholder or as proxy for a shareholder) has been reasonably
verified. Forms of identification include valid identity documents, driver’s licences or passports.
Shareholders holding dematerialised shares, but not in their own name, must furnish their Central Securities Depository
Participant (CSDP) or broker with their instructions for voting at the Annual General Meeting. If your CSDP or broker, as the
case may be, does not obtain instructions from you, it will be obliged to act in accordance with your mandate furnished to it,
or if the mandate is silent in this regard, complete the form of proxy attached.
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Unless you advise your CSDP or broker, in terms of the agreement between you and your CSDP or broker by the cut-off time
stipulated therein, that you wish to attend the Annual General Meeting or send a proxy to represent you at the Annual General
Meeting, your CSDP or broker will assume that you do not wish to attend the Annual General Meeting or send a proxy.
If you wish to attend the Annual General Meeting or send a proxy, you must request your CSDP or broker to issue the necessary
letter of authority to you. Shareholders holding dematerialised shares, and who are unable to attend the Annual General Meeting
and wish to be represented thereat, must complete the form of proxy attached in accordance with the instructions therein and
lodge it with or mail it to the transfer secretaries, Computershare Investor Services Proprietary Limited (Computershare).
A form of proxy (which is attached) must be dated and signed by the shareholder appointing a proxy and should be forwarded
to reach Computershare by no later than 09h00 on Wednesday, 28 May 2014. Before a proxy exercises any rights of a
shareholder at the Annual General Meeting, such form of proxy must be so delivered.
In compliance with the provisions of section 58(8)(b)(i) of the Act, a summary of the rights of a shareholder to be represented
by proxy, as set out in section 58 of the Act, is set out immediately hereunder:

›
›
›
›
›

›

›
›

A shareholder entitled to attend and vote at the Annual General Meeting may appoint any individual (or two or more
individuals) as a proxy or as proxies to attend, participate in and vote at the Annual General Meeting in the place of the
shareholder. A proxy need not be a shareholder of the Company.
A proxy appointment must be in writing, dated and signed by the shareholder appointing a proxy and, subject to the rights of a
shareholder to revoke such appointment (as set out below), remains valid only until the end of the annual general meeting.
A proxy may delegate the proxy’s authority to act on behalf of a shareholder to another person, subject to any restrictions set
out in the instrument appointing the proxy.
The appointment of a proxy is suspended at any time and to the extent that the shareholder who appointed such proxy
chooses to act directly and in person in the exercise of any rights as a shareholder.
The appointment of a proxy is revocable by the shareholder in question cancelling it in writing, or making a later inconsistent
appointment of a proxy, and delivering a copy of the revocation instrument to the proxy and to Computershare. The revocation
of a proxy appointment constitutes a complete and final cancellation of the proxy’s authority to act on behalf of the shareholder
as of the later of: (i) the date stated in the revocation instrument, if any; and (ii) the date on which the revocation instrument
is delivered to Computershare as required in the first sentence of this paragraph.
If the instrument appointing the proxy or proxies has been delivered to Computershare, as long as that appointment remains
in effect, any notice that is required by the Act or the Company’s Memorandum of Incorporation to be delivered by the
Company to the shareholder, must be delivered by the Company to: (i) the shareholder; or (ii) the proxy or proxies, if the
shareholder has: (a) directed the Company to do so in writing; and (b) paid any reasonable fee charged by the Company
for doing so.
Attention is also drawn to the “Notes to the form of proxy”.
The completion of a form of proxy does not preclude any shareholder from attending the Annual General Meeting.

Shareholders may participate (but not vote) electronically in the Annual General Meeting. Shareholders wishing to participate
in the Annual General Meeting electronically should contact the Assistant Company Secretary on info@massmart.co.za or
+27 11 517 0000 not less than five business days prior to the Annual General Meeting. Access to the Annual General
Meeting by way of electronic participation will be at the shareholder’s expense. Only persons physically present at the Annual
General Meeting or represented by a valid proxy shall be entitled to cast a vote on any matter put to a vote of shareholders.
By order of the Board

Philip Sigsworth
Company Secretary
10 April 2014
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FORM OF PROXY
Massmart Holdings Limited
Incorporated in the Republic of South Africa
Registration number 1940/014066/06

JSE share code: MSM
ISIN: ZAE000152617
(“Massmart” or “the Company”)

For use by certificated and dematerialised shareholders who have ‘own name’ registration of shares on Friday, 23 May
2014 at the Annual General Meeting to be held on Friday, 30 May 2014, at 09h00, at Massmart House, 16 Peltier
Drive, Sunninghill Ext 6, Sandton.
I/We (Please PRINT full names)
Of (address)
holders of

being the
ordinary shares/‘A’ preference shares/‘B’ preference shares, hereby appoint (see note 3),

1.

or failing him/her,

2.

or failing him/her,

the Chairman of the Annual General Meeting as my/our proxy to participate in, speak and vote for me/us on my/our
behalf at the Annual General Meeting which will be held for the purpose of considering and, if deemed fit, passing
the ordinary and special resolutions to be proposed and at each adjournment of the Annual General Meeting and to
vote for or against the ordinary and special resolutions or to abstain from voting in respect of the shares in the issued
capital of the Company registered in my/our name/s, in accordance with the following instructions (see note 4).
Signed at

on

2014

Signature
Assisted by me (where applicable)
Insert an "X" or the number of ordinary shares/“A” Preference shares/“B” preference shares (see note 4)
FOR
ORDINARY RESOLUTIONS
1. Re-election of Mr D Cheesewright to the Board of Directors
2. Re-election of Mr D Dlamini to the Board of Directors
3. Re-election of Dr NN Gwagwa to the Board of Directors
4. Re-election of Mr GRC Hayward to the Board of Directors
5. Re-election of Mr CS Seabrooke to the Board of Directors
6. Election of Ernst & Young Inc. as the Company’s auditors
7. Appointment of the Audit Committee members:
7.1 CS Seabrooke
7.2 NN Gwagwa
7.3 P Langeni
8. Authorisation for the Directors to issue ordinary shares for cash, not exceeding
5% of the shares in issue
9. Endorsement of the Company’s remuneration policy
SPECIAL RESOLUTIONS
1. Authorisation for the Company and/or its subsidiaries to repurchase its own shares
2. Approval of Directors’ remuneration
2.1 Chairman of the Board
2.2 Deputy Chairman
2.3 Directors
2.4 Committee Chairmen
2.5 Committee Members
3. Authorisation to provide financial assistance

OS*

PS*

AGAINST
OS*

PS*

ABSTAIN
OS*

PS*

(Indicate with an “X” or the relevant number of shares, in the applicable space, how you wish your votes to be cast.) If you return this form duly signed,
without any specific directions, the proxy will vote as he/she thinks fit.
Completed forms of proxy must be lodged with Computershare Investor Services Proprietary Limited, not less than 48 (forty-eight) hours before the time
for holding the Annual General Meeting, i.e. by no later than 09h00 on Wednesday, 28 May 2014.
*OS – Ordinary shares
Please read the notes on the reverse side of this form of proxy.

*PS – Preference shares
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Notice of Annual General meeting

NOTES TO THEMassmart
FORM OFmission
PROXY

Massmart vision

is a South African-based, globally competitive,
In an attempt to align the Massmart
FOR THE YEAR ENDED DECEMBERMassmart
2013
regional management group, invested in a portfolio of
December 2013 Integrated Annual Report
differentiated, complementary, focused wholesale and retail
with our vision, we have structured the
each reliant
high volumes
and operational
report through the eyes of our stakeholders:
1. A form of proxy is only formats,
to be completed
by thoseon
shareholders
who are:
excellence
as the
1.1 holding shares in certifi
cated form;
or foundation of price leadership, in the
distribution
of Company
mainly branded
consumer
goods form
for cash.
1.2 recorded on the sub-register
of the
in dematerialised
electronic
in “own name” on the record date for
The Group
actively
continual
improvement of
attending, participating
and voting
at theseeks
Annualthe
General
Meeting.
OUR CUSTOMERSS
performance in the portfolio and its parts, through strategic
2. If you have already dematerialised your shares through a Central Securities Depository Participant (CSDP) or broker
will regard Massmart’s wholesale and retail formats
and structural clarity, high market shares, excellent
and wish to attend the Annual General Meeting, you must request your CSDP or broker to provide you with a letter of
as their first choice when buying those categories of
management,
principle-driven
ethical
leadership,
costrepresentation or you must instruct your CSDP or broker to vote by proxy on your behalf in terms of the agreement between
merchandise offered by the formats;
effective technology and the sharing or agglomeration of
yourself and your CSDP or broker.

capabilities, knowledge, resources, influence and information.

3. A shareholder may insert the name of a proxy or the names of alternative proxies of the shareholder’s choice in the space/s
provided, with or without deleting ‘the Chairman of the Annual General Meeting’ but any such deletion must be initialled
To this end, thought, leadership, individual and collective
OUR COMMUNITYY
by the shareholder. The person whose name stands first on this form of proxy and who is present at the Annual General
performance,
and
collaboration
throughout
the
Group
Meeting will be entitled to act as proxy to the exclusion of those whose names follow.
including Government, will regard Massmart

are appropriately rewarded, with executive management
a socially
corporation;
4. Please insert an ‘X’ in the
relevant space
according to how
you wish
your votes to be cast. However, as
if you
wish accountable
to cast
incentivised
predominantly
on Group
performance.

your votes in respect of a lesser number of shares than you own in the Company, insert the number of shares held in
respect of which you wish to vote. Failure to comply with the above will be deemed to authorise the proxy to vote or to
abstain from voting at the Annual General Meeting as he/she deems fit in respect of all the shareholders’ votes exercisable
WE HAVE MADE GOOD PROGRESS ON OUR
EMPLOYEES
at the Annual General Meeting. A shareholder or his/her proxy is not obliged to use all the votes OUR
exercisable
by Sthe
shareholder or by his/her proxy, but the total of the votes cast and in respect of which an abstention iswill
recorded
may not as the preferred employer in the
regard Massmart
exceed the total of the votes exercisable by the shareholder or by his/her proxy.
retail industry;

5

STRATEGIC
PRIORITIES:

5. Forms of proxy must be received by the transfer secretaries, Computershare Investor Services Proprietary Limited
(Computershare), Ground Floor, 70 Marshall Street, Johannesburg, 2001 (PO Box 61051, Marshalltown, 2107) by no
later than 09h00 on Wednesday, 28 May 2014.

OUR INVESTORS

STRATEGIC
DISCIPLINE

6. The completion and lodging of this form of proxy will not preclude the relevant shareholder from attending the Annual
will regard Massmart as a portfolio rendering superior
General Meeting and speaking and voting in person at such meeting to the exclusion of any proxy appointed in terms of
returns relative to the JSE Retail sector; and
this form of proxy.

IMPROVING

MARGINS

STAKEHOLDERS’ GUIDE
Massmart recognises that its business must serve to all stakeholders. This guide will direct you
to the parts of this Integrated Annual Report that specifically address the interests of different
stakeholder groups.
SHAREHOLDERS:
Massmart has 5,414 shareholders in South Africa and abroad
ranging from major institutions to individuals.
Letter to stakeholders p.5
Group Financial Director's review page p.56
Group Annual Financial Statements
WEB:
www.massmart.co.za/iar2013/groupafs

CUSTOMERS:
Massmart appeals to a wide variety of customers ranging from
LSM 2 to 10.
Divisional reviews p.12 – p.19
Letter to stakeholders p.5
Group Annual Financial Statements
WEB:
www.massmart.co.za/iar2013/groupafs

EMPLOYEES:
Massmart employs over 37,500 people across it operations.
Many thousands more rely on our employees for their livelihoods.
Our Community p.20 – p.37
Divisional reviews p.12 – p.19
Letter to stakeholders p.5
Our Business WEB:
www.massmart.co.za/iar2013/ob

SUPPLIERS:
Massmart sources goods and uses the services of over 8,000
active suppliers.
Group Annual Financial Statements
WEB:
www.massmart.co.za/iar2013/groupafs
Divisional reviews p.12 – p.19
Letter to stakeholders p.5
Group Financial Director's review p.56
Our Community p.20 – p.37
www.massmart.co.za/iar2013/ob
Our Business WEB:

COMMUNITIES:
Massmart operates from 346 stores in South Africa and
30 stores in 11 other sub-Saharan countries and is integrally
involved with the communities around its operations.
Our Community p.20 – p.37
Our Business WEB:
www.massmart.co.za/iar2013/ob
Divisional reviews p.12 – p.19
Letter to stakeholders p.5

7. Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity or
other legal capacity must be attached to this form of proxy unless previously recorded by Computershare or waived by the
OUR SUPPLIERS
Chairman of the Annual General Meeting.

AFRICA EXPANSION

8. Any alterations or corrections made to this form of proxy must be initialled by the signatory/ies.

INNOVATION

will regard Massmart as a valued partner in
accessing and understanding their end-consumers.

9. A minor must be assisted by his/her parent or guardian unless the relevant documents establishing his/her legal capacity
are produced or have been registered by Computershare.

BUILDING TRUST

AND

10. The Chairman of the Annual General Meeting may accept any form of proxy which is completed otherThe
thanBoard
in accordance
of Massmart is responsible for
with these notes if the Chairman is satisfied as to the manner in which the shareholder wishes to vote.
directing the Group towards the achievement

of thebeMassmart
11. If any shares are jointly held, the first name appearing in the register shall, in the event of a dispute,
taken as avision and mission and
whilst doing so are also accountable to
shareholder.
As part of these priorities, in 2014 the Group will invest
in new retail formats and new categories. We will be
Transfer secretaries
trialling new formats in East and West Africa; will open
Computershare Investor Services
Proprietary Limited
more low-income
home improvement stores in South
Ground Floor
Africa; and will launch new e-commerce offerings in
70 Marshall Street
our brands. New or extended categories include Fresh;
Johannesburg, 2011
Clothing; and Food Retail. Additionally, we will focus on
PO Box 61051, Marshalltown, 2107
Telephone: +27 11 370 owning
5000 more of our stores, will rationalise some stores
in certain over-traded markets, and will continue to
Call Centre: 086 110 09818
invest in product quality and safety.

certain governance frameworks.

JAN

FEB

Analyst presentation and preliminary announcement

•

Final dividend declared

•

Cape Town institutional investor roadshow

•

Johannesburg institutional investor roadshow

•

Final dividend paid
Publication of Annual Report
Annual General Meeting

MAR

APR

MAY

JUN

JUL

AUG

SEP

NOV

DEC

•
•
•

Analyst presentation and preliminary announcement

•

Interim dividend declared

•

OUR BUSINESS

Cape Town institutional roadshow

•

is driven by a focus to meet the expectations
of all of our stakeholders. In doing so Massmart is
aware that that we must embrace the requirements
of the relevant governance and regulatory
frameworks, as well as corporate best practice.

Johannesburg institutional roadshow

•

Interim dividend paid

•

United States institutional investor roadshow

•

United Kingdom institutional investor roadshow

•

Financial year-end

OCT

•

