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ROE(®l
Current ratio (times)

'Débt equity {atié’ U :

- Square metres
Stock turn (12 month
fayerage)




 basedon the weighted average number of shares in Issue
¥ based on the net actual number of shares in issue
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_ with the exception of the RCS
_ Group, in which The Standard
. Bank of South Atrica Limited
minority share.




TURNOVER BY GEOGRAPHIC REGION
| 2008 e
_ Number Turnover Number Turnover
of s Rm ofstores  Rm
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Foschini Lin sidia . , / .
YEARSENDED . , 004 e i
Profitability . . '

37, 58433 49200 3
32679 24968 2
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Net bad debt and provision
o “movement




- Average
__monthly
.. . - ~ household
 SAARF LNing Standards - Population . % Popullation % Population . % Population . % Population
. Meassure(lSMy 2008  200F . 2007 2008

Source: SAARF AM'P




Joined the group in 1985

R Stein (89) # »
B Comm, CAGA)




ON-EXECUTIVES

’Chfairma'n (appoim'éd £009) - . - BSc (Survey), BSc (info yé‘tﬁms), MBA,: 3
Appointed In 1990 . ’ .
Atsoadsc,tor of Aspem Pharmaoare Holdmgs o Also a director of Muste

1 Intern a‘uonal, M Lewis (50)

ited and Trencor Lim ed. .. BA (Econ) (Hons)
e ' o Appointed in 1989

'S E Abrahams (‘?0) 0
FOA, CAGA) /
, Appomt@d in 1998 -
Also a director of Investec PLC mvestec L_ mxted and
Super Group Limi ted '

D M Polak (60) o

' me.,F'Abrahams (46) LA
B Econ (Hons), M Comm, D CQmm
Appointed In 2003 ,
Also a director of Lewis C:roup Limited and . oo .
New Clicks Hodmg% leted ...~ - ctor of Cashbuild Limited,
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_ OPERATING BOARD

Managing Director - Fosch
Joined the group In 1978

' Joaned the group in 1 984

0 , . VM Mantz (41)
~ Managing Director - Sports d:ws;dn o !
' ”,Jmned the gz’oup ni1979 '

. H B Godfrey (54)
Managmg Director — @hom@
oined the group m 1994

g 53
, Maﬂag Ing Director ~ FG Fmancra! Serv
, Jomed the group. n 1983 -

M Mende!s of n(50)
Bewlldiectlr
Jomed the group in 1982 .
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_ Inresponse to these cir
' ing interest rates in Decery
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_ commi cment o ot s ouﬂmed in ou corp :
- rc,por which aopeam @ls@wher@ in th;s NI

, Asc;e%sment s arto, at the top with & oompr@he I¢




business; an

my fellow directors
 valuable input.




"i‘rainéd'

he‘markét blagé | ,
are confident that this will be




'yéar is descnbed in th
| would like to draw attention o

STO!’99 ;
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growth of 12,6%
 maintaining its position as a

should positively impact our inter
ongoing retall revenue.




ced to the miniry u
roved lead fi

fonal review section of this report.
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, Tumover (Rm}
Turnover growth
Gross margin

" Operating margin

_ Profit before tax (Rm)
dfter Tax (Rm)

 Dividend per ordinary share (cents)
_ Dividend per ordinary share growth
_ Return on average equity
 Total gsaring
_ Recourse gearing
. Tangible net asset value per share (cents)
~ Tangible net asset value per share growth
Slock turn (12 month average)
~jewellery
: - @home
! :_o’ther

76687 .
6%

g%
5% 248%

17863
12061

29.6%

a6o%
243%
18627

41%

1
28
3,1
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49891
10100




| Foschini
| Markham
’ exactl
. | Sports division

| Jowellery division

reoelvables book did rot grow S
year

Gross margin trend analysis

103720047 20067 2006 2007
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Dbiggest aps ratmg oost dﬂd mcroase'—‘d by 9 0 ov i ,
| previous year, The Increase in these Jo‘st;; iolduet ot
, s‘taﬁ‘ salary iﬁcreac;es which this year average

 year 154 new stores w :
closed. '




The net bad debt and movement in provisions in the

RCS Group, grew by 25,0% to R317,1 million. Write-off
stabllised in the second half of the year with the health of
the debtors' book improving significantly due to a focus on
duality and increased action on the collections side. | /
detail on the group’s bad debt and provisions is dea!t with
in the Financial Services review esewhere in thxs r@pert

Interest paid inereased 1o R249.8 million from v

R120,1 million. Taking into account the R35,6 million

reversal of interest In 2008 referred to In the previous year's
: repor‘z interest pa;d eﬁecnvoly moreased o F{?49 8 mxll lon '

tes to funding of th@ ROS Group whilst B61,3 mﬂhon .
relates to the fundmg of our retall busmess o

: Operatmg margin

Notwthq‘randmg the difficult envnonmem the gmup’s
operating margin increased from 24,8% to 20,0% which is |
our group’s medium term target. '

Taxatuon

The group s effactive tax rate reduced from 3256%to
31.8%. Further details are Coniamed inthe no’t@s to the
- Financial Statements. '

average number of ordmary shares in lssue of 204 8 mllhon -
down from 206,3 million in the prior year, .

Diluted headline sarnings per Sharemoreased'from

538,0 cents to 553,0 cents, an increase of 2,8%.

FOSCHINI GROUP ANNUA

sheet and cash flow,

170,0 cents per

cms’m(

S are dem lﬂd




. d@bt hax no recotirse to. Fo%o
, net re0ourse borrowings amo’




. month end trad@ credttors amauntmg 1o RQBQ 7 mtlhom .

. SQ days frem statemer\t date remams Cor
- ,,,"years . ,

- Dyeto thesa ou‘fﬂows net g
K'RTZBrn .

Ronnie Stein
Financial Director
17 June 2009
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Th@ Fosch nd s Uﬂd@?’@ﬂﬂe arepositioning process
over the past two years {0 raise levels of fashionavility and
quality. This allows the ranges of pmduﬁ&; offered to be
more desirable to the target market and 1o be consistent
with the moderm and fashionable mage which the Foschi
name and reputation is intended to project, '
The positioning of the sub-brands Oasis, News, Instinct
and WWW, which are house brands applied to ranges of
clothing and accessories located within thelr own areas
inthe c:t a5, has been ¢ larified and redefined In the
il branding strategy. The product ranges ir
/e been relaunched with & greater lsfmtyt@

dorina-claire was launched in 1994 and has met with great

- success. The stores offer products at a fashionable level
for larger-sized women of all ages. The target market is the
LEM B - 10 categories. ' '

The stores are located in prime shopping camms

fashionexpress

This is a price-centric chaln catering for custoiners in the
LSM 5 - 9 categories. Its stores are located in smaller
mwns and semndiary pos sitions in shopping centres. The

65 fealuring genuine ieath@r '\C)@a, b@t:sts and
' D&Cj&: reinforce the view that this chain is finding appedl
among customers seeking hi gh qua ity fashion items.




SCHINI fashione

Turnover (R miHion) Foschini
_ fashionexpress
donnaféléire' .
Luella

Total

Number of stores :Foschini

fashionexpress

loor area (gross mz)m 'Fosohini'
fashionexpréss :
' donna-claire
Luéna '

Totd

Number of employees  Foschini
fashionexpress
donna-claire

Luella

* Note: The comparative figures between brands have
been adjusted due to store conversxons from
Foschini to fasmonexpress : o

REVIEW OF THE YEAR

Intotal, 34 new stores were added during the 2009

year across the division’s four chains. This is the highest
numbier of new stores ever opened in a year. In addition,

16 stores were enlarged or relocated. During the year two -
underperforming stores were closed.

In total more than 18 000 sguare metres of retall space

were added during the vear, representing growth of 9,8%:

FOSCHINI GROUP ANNUAL REPORT 2009
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ns ercourtered towards the

rze-,d i ms’t \/Mr's repo

e dcjapmg a more btrategic -

process and consi “@nﬂy raising the
16 products entering the stores, Desplite the
2 experienced by custormers the division
2 "3%

siness has continuied to perform well and

1 f}‘«; with growih In comparable stores

n cosmetics now excesds RE50 milion.

Seands inciliding Clinlau
sevion and Yardley Inmost ot the
1 shopbing centres the cosimetics
1helr awn entrance, creating a stan
has once again been shown that {
Hall and benefits the ofher deparl

wational Clarins brand
ta We vb@lie\ve} this

a {giﬂam mm business are low, ther
; ds the MIN Kiosks’
i erlsling ?f‘ms h ini stores. The d\fl&:lQﬁS
-+ has been 1o be an exclusive MIN 1
of product brands. :

ol within stores 95% of trnover isin

Hailof the year was adversely affected
f ey voes of stock, particulatly Nokia

around tii"nes; e
and effect |ve!y to LLJS’(O ners’ buym frends, for |

ble the dlwsa(m io aaact more prwnpﬂy

'*ema LIt appears that They are no qen@m ng
mes of sales.

'ga Ins re,&aultmg from-an optimally functioning
s the p@rate wc,ce <§fuiiy wit h low

purchase. o
The supply chaln initiative has
benefits for the division,

ons, and which delivers
axactly where the division




Foschini

Total sales in the Foschini chain grew by 1,2%. Negative
growthy of 5,4% inthe first half of the year was attributable

1o winter ranges which lacked appeal. The second half vvas: :

muech improved, showing growth of 8,1%.

Nine new Foschini stores were opened during the

year, including the prominent Melrose Arch centre in
Johannesburg which was opened at the end of March.
2009. It includes an escalator joining the Foschini store

o the @homelivingspace store 1o create a group store
concept. This is an innovative approach to a new store and
the results so far have been promising.

m'additibn 15 stores were enlarged, relocated or

refurbished, takmg the total number of new-c Qnoepf %tores :

at the y@&n@hd to 127,

The Global Art range (see below under corporate social
investment) was launched during 2009 and is showing
great potential;

Top to Toe dressing

The Foschini chain introduced the "top 1o toe’ theme
into'its stores during the pastyear. The objective of th

concept is to encourage customers 1o see the Foschini .

stores as the source of compatible or matching sets of
clothing, footwear, accessories and fashion incidentals
(like cosmetics, halrcare products and handbags). This
enhances the brand footprint in stores and increases

the chain’s standing among the public as a source of
fashion products. Ultimately the Foschini name and trade

: ma/szsﬁbtdf become synonyrmous with fashion, and wil
/dlfferentaate the Ff)schrm cham from re‘rallers th are oniy

’dnsplays that draw sho;:ipers ;nto a Foschms store, fashion

ramps on which models show how t@ wear the new
products and in- store dnspiays of ma&,hmg iterns that make

: xt easxer for customers 1o buy the somb natrons they desire

and, mpertanﬂyj makmg the customer feel specxa!

The under/ymg thought is therefore: “Why go somewhere
else if you can buy th tota$ look at Foschini?”

New-concept performance

The new-concept Foschini stores cont inue to perfor

at above-averagde levels in terms of turnover growth and
tradtng densit and now acoount for 75% of the chain's
totai tumaver /

Perfermance by store = Old

cancept format

FOSCHINI GROUP ANNUAL REPORT 2009 35




i
i

store sales /up/ by 4,0%.

The new store format has been widely accepted and wil

continue 1o be ralled out both in newly opened st HES

in the course of conversion of existing older store

completed, this programme will make the | a%?mnaxpr@sx
image consistent across all locations.

~ During the past year five new stores were
,/,Qpenedl A further four are planned for
the next vear The division Is contidant
*thai this chain will continue toincrease its
contribution and that it can easlly
expand o 1560 stares,




donna-claire

The total turnover of this chain declined by 1,6% . The
process of shifting the merchandise offering froma

traditional upmarket customer to-a mass retailer has taken

langer than anticipated: In the dynamic and fast~paoed
environment in which the division trades, it is necessary -
to ensure that donna-claire remains the preferred fashion
brand for women with fullerfigures. The task which the
division has set itself is 1o continuously review the ranges
stocked in-order to ensure that existing and new customers
are offered fashionable, tasteful and flattering clothes.

With a commitment of six new stores for the next year, this
mche chain shoutd have 100 stores wn:hm hree yec;us

Havmg higr 1 trading densities and low markdowms donna—'
claire stores are the most profitable stores in the division.

Luella
This fledgling chain has not yet reached its full potential - A

chande in'the management structure was made during the
year, and new ranges embodying a new strategy bdsed on .

genuine leather were delivered to the stores in the pel ‘
from January 2009 onwards, Sales in February and March®

grew by 17% and 24% respectively, indicating that there is - :

acceptance of the genuine leather products.
During Ihe vear one unprofitable store was closed. This
leaves 18 stores, all of which are in key shopping centres:

The division considers that the Luella chain could, by
improving the fashion level of its products; become a

 greater contributor to profit within three years. It has the

potén{[iaf t@ be{a{f‘)ﬂﬁs{tqréohain. =

Stcck levels and markdowns
Asa result of tighter stock Conh’ol aﬂd improved ranges

: of merc:handxse in the - summer the value of markdowns

7 reduced by 15, 5% to R380.8 millior. Hovv@ver because

} Sales ‘were wer - than had been. hoped the markdown
o ratto clid nat erp 1o the level of 12% which had been set

as the upper targ@t for this indicator.

Stock levels at the year-end were within an acceptable
range. Current and projected stock levels are considered to
be appropriate. The medium-term goal remains to reduce
clothing and footwear markdowns to between 10% and
12% of sales, and to increase stock turn significantly,

- 2005 2006 2007 2008 2009

The Foschini group has a tight but flexible stock

management system that administers deliveries of
merchandise into its warehouse, It reacts to current
performance in determining what future orders need 1o be

- restyled or cancelled and replaced with ftems which have

proved to be poputar with customers. These principles are
entrenched inthe thjnkmg of all buying teams, which now
have key oontfols In place on an ongoing basis.
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Miss South Africa sponsorship

In 2008 the Foschini division embarked on a long-term - =
partnership with the Miss South Africa pageant, taking the

role of the official clothing sponsor. This sponsorship ngtf,

only allows the division to feature Foschini clothing ranges /

during the stages of the competition, but also to dreqs the/ .
o n the next year the dMSlQn will open more than 20 new

: fstores and upgrade ,apprommateky 12 stores. The slores 1o
_ be upgraded include some of the division's premier CBD
stores in cities such as Johannesburg and Pretoria. These

titteswinner and the two runners-up.

The Miss South Africa title comes with various
responsibilities to the communities, including working with
the Tapologo Alds Hospice which focuses specifically

on Aids orphans. The Foschini division is proud to be

d with this pageam that contmueas to reach out to

Ip 0 commumtis)s m need

STRATEGY AND PROS Mgm
There is general awareness that the South African
consumeris under pressure and that levels of disposable

income have declined: Desplie this; the Foschini division -

considers that it is:.well positioned in‘terms of the number
and quahty of existing and planned stores and its ﬂexdole

buying processes to withstand a continuation of the curreﬁt o

ir'ecorxom downturn. Its objective is to emerge strongly, m
order to c,apﬁaltSm on the upswing which will follow.

Store; ysatatistics

Foschini

of

Clostres

Floor area (m” 154025 163708

: :The dnv;s;on S c;ontmumg mv&stment of capital in its

/ : pmgramme of new store Opemngs and the refurbishment
- of existing st@res even dunng a period of economic
“decline, is part of a Iong term stra egy to capitalise on
/Soutth Afrrcas provers pattemn of eccnom ¢ growth despite
,perrad c dawntums in the busmess oycle.

measures will add Substanttal turnaver and improve the
VISIblh‘[y of the lelSlOn to the consumer.

mong ‘fhe‘ deveiopme‘

The dMS!Oﬂ S strength in the marke’ts ' serves and its growth
over the years are reﬂected in tha table below setting out

‘ 24,(3"000
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n's fashion retall chainn
tores are icwmeﬁ in most

¢ sty‘e - Markham pm\fides; tp-to-
spired menswesr of qood quality and
: es Thig
s dor.a from conv@ruently accessible stores, most of which
'foer a full range of menswear, while others, like the smaller
format Markbam Relay stores, offer fashion casualwear
only. L
The Markham Relay format stores are used in locations
that do not warrant a fully-fledged Markham offering. These
are generally new malls on the outskirts of large towns, in
second or third stores in city CBDs, and second stores in
large rﬁalls wh@re xf iS not possible to expand an existing
Mam:ham %tare

' Despite the vﬁvéak‘néss which prevailed in the economy
for most of the year, total sales in the Markham stores
improved by 10,1% for the year, with same store sales
growth of 4,0%. Winter garments enjoyed exteptionally
good sales but there was also strong demand for
fashionable casual summerwear, Aithough prices elfectively
rermalned constant, changes in the product nix resulted
in 7% product inflation. Performance in cell phones was
disappgmtmq,benausea of supply issues from MTN which
caused a shortage of key types of stock. Sales growth was

s, reprea,emmg 8% of turmever.




2009

Turnover (R million)

Number of stores

Floor area (gross m?)

Number of employees

Continued.close control of markdowns and of expenses
resulted in a further increase in profitability,

Markdowns made up 7,5% of sales. From trends known
at this stage this level of markdowns is unlikely to be
sustainable into the future, but should nonetheless remain
at very good levels. The table below sets out the apparel
markdown: history.

2006 2008 2007 2008 2009

Markdown .
value (Bm) 950 1066 992 971

9% of sales 194 11, 105

The fruits of the division’s brand repositioning, which
commencedin the second half of 2006, have again
excesded expectations: The fashion and guality .
axpectations of customers visiting the division’s stores
have been raised and turnover Jevels and profitably have
improved significantly. A marked increase in cash sales has
indicated that Markham is attracting new customers.

% change

During the yéér 99 new stores were added and a further
nine were relocated or enlarged. Of the new stores, four
are in the Markham Relay format, which now hag a totat
of 12.

The performance of all new stores was better than had
been exp’ectéd_

@TQ&"%’”E&?

The major repos tlaﬂmg of the Markham brand mentioned
above has the objective of ensurmg that Markham remain

- a relevant aspnratnonal brand, ré@@gn ised for delivering
,fashron and sty!e ina SOphiS’ﬂC&’C@d shopping environment.
This conttr\umg exercise since
: refurb shment of stores and this. pmceaeg mist be spread

involves an extensive

over a number of years

Spaoe avanabmty uszone of the factors that set a cemng on
the growth of the division in the past. A full-line Markham
store requires a substan‘tia! ﬂoor area awd this has been

have liked to have stores. The currem qlower economxc
conditions should provide opportunities to open full-line
Markham stores where there aré prospects of good sales,
as well as to take opportunities 1o right-size and open

»Ssr/ha/ller stores where this is justified, More than 14 stores

will be dpﬁned in the riext year.
oll-out of new stores in both the Markharm
R ay ormats th@r; will be strong emphasis

on cast c,onfrols in & dri /e to enhance profitability. Training

programmes f{}f alt staff memb@rs will be continued in order
to ensure that Customer&; recezv,e insi ightful and efficient

i semce and that the Markham repu‘ca’non is enhanced.
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_ Store S’i&iﬁﬁﬁi

Projection
2010

, the, roup’s s e“m a &m@ﬂ’( Smiware whzd I8 ,d

5 fepiac ng items recently sofd,
the division’s furhover.

w;th domestlc suppliers ih order to increase the level of
local production will continue. Greater
manufacture implies reduced vulnerabili \

s s a
longer-term goal.




PROBPECTS

Menswear is by no means immune to the current poor
economic conditions, and stores In smaller towns where
there has been much refrenchment, such as some mining
towns, cannot butfail to feel the pinch. However, the
continuing roli-out of new Markham and Markham Relay
stores; combined with better fulfilment of customers’ size
requirements and the upgrading of the fashion levels of
stock, is expected to ensure that th@ leiS!On wnll agam
perform well in the next yea

The first Markham store at an axrpor’t namely the OR
Tambo airport in Gauteng, was opened in the past year
and it and others which may follow elsewhere, should
assist the division in broadening the range of customers it
attracts.

The Markham division will be one of the beneficiaries of
the group’s supply chain initiative, aimed at reducing lead

times and in-warehouse times. Benefits are already flowing.

from this infliative, which will continde throughout the next
vear and which should assist in improving the financial
performance of the division.
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as clothing and f@@twear for children ag@d bciweer\ ‘thr@e
and 12 years,

Cell phones and accessories complete the product range.
The concept of value for money remains a cornerstone of
the division. .

The division’s stores are located in shopping malls, high
streets and rural areas, and custormers are offered o
cum;xtefn shiopping expmeme wherever they choose to

Y% 01
urnover

akdown of sales by product category in the exact!
slores in the 2009 vear Is set out in the following table,




Tumov@r (R mi zon}
, Number of stares
;F!oora ; (gr033 mé) '

:Number of emp!@ye@u '

mvs&w iﬁ%%ﬁ ?M? §:“§§§w

lmpacted by several mterest rate heke% while high inflation
infood and transport also had a dampening effect on
spending. There is evidence that adult shoppers cut back
ontheir own shopping, deferring instead to that of their
children:

The Christmas period provided the revenue highiight of thé o

year and surpassed expectations across all categories of

the business. However, this was insufficient fo counteract a
subdued performance during the rest of the year. The result

was that turnover for the year grew by 5.1% with same

store sales up by 1,9%.

A research project undertaken last year showed that
consumers’ tastesin womenswear were moving towards
more fashionable products. This prompted the division

to mtroduce a revised product range vvhnch amved inthe
aeoond half of the year. The initial results

and ouSt@mears expreﬁsed satug action vv»th the new range,
but probl@ms in tha supply line hindered a full exploitation
of its potent;al with the result that overall performance was
not as strong as had been hoped.

The footwear division performed reasonably well,
Boyswear boasted another year of outstanding
perdormance; growing sales by more than 21% off an

extremely strong base, This illustrates that a significant ’
opportunity exists for expanding this area into girlswear,

The performance in childrenswear is attributed to oﬁering’: =

differentiated ranges and the fact that, despite tough
economic times; consumers continue tosinvest in their
children’s clothing.

The performance in menswear was below expectation and
strategles are being implemented 1o reverse this trend.

 SUZANNE ANNE

exactl ontlnued 10 support local clothing manufacturmq
through a strong collaborative effort between its

teams and the group’s in-house desugn and m

arm, TEGA,

The devaluation of the Rand, together with high h inflation ir
China and changes inthe product mix, resulted in overall

produc:t onﬂ Km Qf 14, 9 %.

0006 2007 2008 2000

Cell phone sales increased by 8,3%, underscoring the
strong demand which contintes to exist for this product
category in the exact! target market, notwithstanding
supply issues in the second half of the year. Cell pho
products made up 18,3% of divisional turnove

The volume of sales in shopping malls and high streets
relative to rural areas remained at the same level as in the
past year
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uring the course of the year, the
division opened 16 riew stores,
ated six and enlarged two.
ision ietalns s gqoal ol
evind the stipply chain of produc
os nfine with the groups
L ih this regard, and top
given o projects initiated last
i8e lead limes and improve
ﬂm%‘ or ngmss has baen

hiddle managememt in cxddxtnon, store
ft benalitted from "early miorming

eld to iﬁ“{@rm@t
~ : ues, which
e %Of h@ Fo% Wil Group
dmc msead inthe report ol the

@ra‘re social r@spo%sbmty
aunched in conjunction

Gauteng Department o

n for learners in Grades
A2 proved successiul

continued its support

& van Wk School

n of the goal of kesping the stores stocked
at all tmes with opttmally 5&!9019(1 and stylish ‘fas ion

to enable customerb e appmma‘{e_, the&e qmah’n@;when
aeekmg easy 10 wmbme ar 1d comfor abl@ appare amd 50

ke mmue ol inp!amema
> by now proven thelr atility.

alogue over various issuss s affecting fhe division and,

conducting constructive performance development
discussions at regular intervals; and

systematically ensuring that training an

needs are met.

it rema’*wszan objecﬁve 1o providé rewarding careers tO

i esolrces ?p@opia
e m beis’t effect inorder
: qene eaz:ce "abe ;}roms :

ce to sho;::rpers i s@en a5 paramoum and with this
in mmd partxcuiar jmgha% s will be placed on fraining store
managers, who play. 4 key role in the relationship between
exact! and its customers.




Further progress with the group’s initiatives to increase
speed-to-market and improve supply chain flexibility should
allow exact! o provide mare of the right merchandise
where and when it is most needed, with the ultimate goal
of maximising custormer service.

exact! Intends to openin excess of eight new stores and
enlarge or relocate five stores, focusing on sites where
mass shopping takes place. 10 increase brand awareness,
shop window branding and in- ore 'b,(amding will continue
to be developed. : . 3 ~
While the difficult @porxomrc cor dtttOhS pre

start of the new fmanc al year are ac;knowfedged emphasis
will once again be plaoed oh steps to boost turnover,
balanced by a disciplined approach to stock control

f,?ﬁﬁ&iass?s /

- thftcuﬁ: ré’taf condt ns,af

children, remains

The division’s current corporate responsibility intiatives will -

agairi be supported inthe next year.

Store statistics

2005 2006

No. of stotes

Qlcgur@s

Hoor area (m?)

o007

xpected to prevall during the
rtof th nsxt year but there an expectation of an

Xac on has aligned its

t g consumer spending patterns and

is positiohihg itsell Moﬁtéke advantage of the Upturn as soon
as it occurs. Relentless attention to customers’ needs

will be its first operational goal m striving to meet thes
budgets. / :

The concept of well-matched ‘fashion solutions’ designed\ :
to appeal to customers aged 80 and upwards, plus their
excellent exploitable opportunity for

! xact' d;vxs&or\ -

| Projection
2010
208

201

209




in t%
sector. It is well repres ot d in shopping
//'gh stm@t% dﬂd rumi fowns thfouqhout

and brandmg géneraﬂng th 8 d.ﬁerfamia‘tiah by active
product innovation and selection and continuous updating
of layout and display in the stores.
Totalsports retains its position as South Africa’s premi
chain for sportswear and basic tems of sports squiprT
It stocks Jeading International brands of products 1o meet
the everyday needs of sportsmen and sportswomen,
together with gomp!em@m‘.ary f‘a&shien pmduats, The Cha%ﬂ

activities for which the chain calers
S and qby and mc;mm@r“

it cultivates is that of a fast-paced, Urban, street-simart,
enerdised shopping venue

DueSouth caters for modern, hi-tech, outdoor enthusias
who enjoy shopping in an environment which stocks a
widle range of products that correspond to thelr lifestyle.
The target market comprises the middle to upper income
groups. As this fs only the fifth year of trading the chain
o nbta ,,i,ty pdates its product range in order 1o cater fully
for ‘che i k@t ;;::sero wed tastes and 1o strengthen its

ntinues to be recognised by leading
f sportswear and sports eguiprent
stau‘nﬁm Chﬁﬂﬂ@f in Sotth Africa. While
national prodicts s crucial lo its
: ¢ v%siom also supports a number of
i i In-house brands are furthermore usedt
to provide m rgin’ﬂembmty and 1o enhance growth.

With three majbr football competitions in the offing in
southern Africa. the division has spared no effort to prevare




Turnover (B mif!ioh) sportscene
' Totalsports

DueSouth

sportscene

Number of stores

Totalsp’orts
 DueSouth

Number of employees

itself for the public interest which the competitions will
awaken and the consequent demand for products Stocked
by the division’s chains. This activity will persist until well
after the 2010 World Cup football competition comes to
an-end.

The three largest organisations active internationally

in sportswear, Nike, Adidas and Puma, have officially
recognised the Sports division as a preferred football
partner for the 2010 World Cup; a status which will
position the division to reap excellent benefits from that
competition.

2007, and the hlgh i

DONALD

rest rates and nﬂattonary pr@&%ur@s
which prevatlad unm the year«end have not favoured

total tumover g owt of 12 6% and same store growth of
5,3%, ensuring that the d:v sion mamtamed i’(% position as a

first half growth of 9,8%. Same store growth‘;m the s@aond ;
half was 6,1% compared to the first half growth of 3,5%. A
total of 45 new stores were opened,

The diﬂ/;sign’s//mafkd0wn levels have remained well

controlled and at acceptable levels.

2008 2009
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e erations Cup 2009,
o ﬁc«'a 2010 Woild Gupis alroadly
: ‘m‘{bas followers and
mix ol goods

division, rugby continues o gain
momentum and fithess and running remeain key sportsin

the strategy of this chain.
o ammas

by

Streamlining was again undertaken to rem()vzQ
and substitutable product ines and add others in ord@r
,to rem ' rel(,vam to key SDOH% cateqorle The ob;ecnve

- rela ’;:mhaps b{}th w‘ ﬁeéfzisxjpptiers and with the public,
and 1o raise wéfan s 0l the avallablity of these products
ir the stores. These relationshi ips and the resulting
consumer awareness will be important in the build-up to




2010 World Cup and to the business climate ccnfronting
Totalsports in later vears.

Because of the growing public enthusiasm for the 2010

World Cup, the chain has expanded vet further its

involvement in grassroots football events; interacting with

more than 100 football clubs at various levels. These
'mzttatlv@s with the target market are supplemented by

sports clinios for the staff of the chain, so buildi

kn@wledge base and morea&mg oommxtmem and energy at
store level. ;

sporitscene
Competition was again intense in South Africa in the

past year, particularly asa result of the further advance of,’; E

international market participarits.

The youth fashion market is recognised intemationallg) as
presenting opportunities for suppliers of major brands of -
sports products. This has led to the arrival of waves of

new products. The'suppliers have globally intensified therr -

marketing activities and they compete aggressively with
each other for retail presence, whether in the increasingly
common own-brand stores or in the stores of traditional
retailers. They take global initiatives in strategic direction,

drtve of the blg mtematronal players by participating in the
introduction of new produots through launch campaigns

The re[entless pace of change in the youth market requires
ongo‘hg review of the chain’s marketing strategy. This
bnngs about cormnumg chanqe in the 'look and feel” of

: ’/markettng ccammu xc;a‘uoﬂ in order 1o keep it in step with
: :fashzon and hence deal eﬁectxvely with competition.

d other footwear,
med a’c /hancmg the. dmsxon s eadmg position inthis
product Categam has pald dividends. Th@ own-label brand
/ cntmues to expand

: s;:xertscene opened 15 new stores durmg the year and
,refurb shed ssx stares

In another year of volatlle tradmg conditions the chain’s
turnover grew by 18 3%, with same store growth of 6,5%.
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'@ue&ﬁmmh

i e rﬁapu‘tat onin the Qm,,d':ﬁov .xf styi
matkel. Has hwo exclusive international r&mqas;
The Norh i uoiw blai and this axclus wny has

matket position, although
s & challengs for the future,

Atntes to evolve, and in the bas;'t
poognised and mternationally-known
a ”;{;i ‘é"cxi;hw@ar bo*th ?‘ov' women and men,

, W m the chalns stores in the 2008
e e started last vear to enhiance
| through Increased lighting and the
Shopfionts, Avk;uw merchandisi nc;
deimarcated ﬁ,iegsr!y the lifestyle and
ae within the stores, and has helped to

«bimno Ol tdooz

S

of {he DueS@uth

DueSouth Conlmues to expand and six rew stores were
opened in the past year

Sales growth was disappointing at ¢

growth of 0,1%. This chain can do m

needs 1o have a broader appeal.




STRATEGY
Albofibe chains in the division are given equal opportunities
10 achieve their best possible pedormance.

In the Totalsports chain there will be emphasis in the
coming year on maximising the public’s growing awarene

and enthusiasm for the major football competitions referredf :

to above, and providing an optimal sélection of products
for players and supporters.

There will be continued interaction with the customer
base through targeted local events, promotional initiatives
around the introduction of new products and the division’s
own natnonat event sponsor. ips. These. are a[l Tools to:

' ga:n awareness in the marketpfaca o o

In ’the sportscene chain, followmg from the strategy review
undertaken previously, there will be ongoing action to keep
the chain aligned with its fast-moving target youth market.
Emphasis will again be placed on building strength in the

footwear category and:in strengthening the chain's position

in popular internationally-branded products.
DueSouth will retain its existing objectives and its produot:

ranges will be supplemented by new products and new

categoties of products. Sponsorship of the DueSouth
Alerra Multisport event will continue.

The division will again participate dctively in the group’s
supply chain initiative with the objective of bringing ;
products into the stores even faster and thus improving
efficiency and stock turn.

 Store statistics

Totalsports
sportscene
Dues '

R

To’caf no of stores

'Ffraﬂchlse stores
,Closures . : , ,
Floorarea(m?’)  A0B43 44071

i have been tdentmed in severa( .

geograph;oa! reglons and the
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by Stem’s Amerxc- N Swiss cmd S: arns have oac,h mdmd
successiully for more than 100 vears and as a result have
built up large and loyal followings in the marketplace. The
AMPS survey of 2008 highlights that more than 40% of
lewellery consumers bought jewellery from America '

or Sterns during the past year. and confims American
Swiss and Stems as the number 1 and number 2 jewellery
brands respectively It southern Africa. In-house cradit
accounts for 60% of total sales,

,9 @1@{1 and fnarmfac,wred 100 ly for
et tht,‘b ensuring that there is

;}ﬂd dege«consa, ous customer, and offers

consumers in the growing middle market appropriate
products and/’bi'aﬁds to express thelr status, The Amencan
Swiss brand is highly visible in shopping centres and in the
miedia, making its fashion statements with confidence and

Sterns is a contemporary and classic jewsller well-known
to the market for its quality and welcoming service, offering
beautiful and meaningful jewellery. The Sterns brand has

now been @ébsiﬁm@d 50 that aH elerr mmzs) from adwar’f sing

who aqp res tg dgsygﬁgr labels.




, Tumover (R ma! son) . Ameraoan wass
' Matnx"
 Sterns

 Toml

Stems
Number of émpbyees, Arn@rxoan va!ss
. ' Matnx

e

REVIEW OF THE YEAR

The division's sales grew by 3,2% for the year. While this is
lower than the 6,7% growth achieved in the previous vear,
itis nevertheless an acceptable result if account is taken of
the subs’camtrally hlgher gold pr:oe vvhrch prevarled for much

, :m, ’ns at acceptablo ievais e,nsurmg posntrve profit
growﬂ" for the year,

The petcentage of markdowns to sales for the year was at

9,2% largely in line with corresponding levels in past years. =

2008 2008

economic factors mentioned ab@ve The Rand price of
gold jumpe by more than 40% during the year on top
ar's growth of more than 30%, but innovative
erchandnsmg and access to the group’s positive cash
flow aﬂcwed ck levels at the stores 1o be maintained at

: de31rable Ieve Is. These st ’Ieg!re;s toge‘ther Wi th a focus on

advantage of an upswrng m ﬁ"\e ecaﬁ@my wh@n itarrives,

//Stack turn was mamta ned at last y@ar s average level of
ST ‘which is an acceptable result i
. ab VG are taken mto acwunt

’ihe factors mentioned
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& division opened 26 new stores in the
Vear under review (American Swiss 12,
Slerns 12 NMatry 2. compared to
19 in the previous vear, and four

Under-performing stores were closed .

(Glerns 2, Matix 2).
As is evident fromt the number
of stores that were opened
durng the vear, the division

s confident about the future

and about its prospects

for contintied expansion,
although the new stores have
Dut average tr:aqu densities

an average d@ﬁbif}/ of
(R4 7 000 per square metre
compared with R48 000
| per sauare metre in the
previous year

e nc;al vear wi ’Ccmmue o ba touqh and it wil mnt nue
1{3 rely on the sl gth of ear;h Of the American Swiss
Matrix braﬂd$

A the arket leader, American Swiss has identified
: the eed t@ Gonhfmu Iy evm%\fe This will be achieved
by revaewmg all elements cn‘ the brand, including
inication cxesrg and svice. Each elernent will
then e;:xhgned 1o enbure hat there is consistency in
commiin acat;(;ms to 8 aff members and customers.

As aresult of this initiative, a new-format American Swiss
concepl store Is already being tested.

Sterns launched anew concept store at the

the 2009 vear and while there are aspects that neec

be refined, the results are pleasing and the refined mrmat
will serve as & model to be used in all new stores. Existing
stores wil receive chiresponding treatment over & period.




flexibility and shorter lead times than have prevailed in the
past. This should result in improved decision-making and
operational efficiency.

The division’s store location strategy includes the wntmuous -
monitoring of performance trends, and where economic
factors so dictate, closures or consolidation will proceed.
Locations in new and existing shopping centres where the: 1
division’s stores are Linder-represented have beenidentified, Wﬂt ensure that n dIVlSiOﬁ |s able *
and new stores will be opened in prime posttions. Great -tQ trade thrs:)ugh th de”ﬂtum 4 d
care s laken in ensuring that new stores are appropriately -~ emerge stro’ el
sized. A msasured view of expansion is taken, in fine with
the core strategy of seeking long-term growth in sales and
profit. Several good sites for Matrix have been identified in
"ma ors woppmg centres that wil allow for grovvth over the
next years.

Store statistics . - Projection
( : 2010

American Swiss
Sterns

Matrix

Total no. of stores
Closures

Floor area (mr)
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v o ¢ ven @homal vmgnpag,@ Stores», %:}fmgmg i he ’cow
in the division to 72 stores.
The division opsned @home stores It 2001 in leading retall
malls In the major centres of Sotith Aftica. while the
@homelivingspace concepl dates back 1o 2006,

A franchise arrangement operates in the United Arab
Emirates with the Al Tayer Group LLC, and there are now
six franchised @home stores in that region;

b a ﬁ%ui‘f of QQ@H ng some new stores in
- isting stores. What is pleasing is that
lumover grow‘rh in the second half of the year was 186%
compared 1o 6, 1% in the ﬁrst half. Similarly, same store
growth in the second half was 1,9% combared to -4.9% In
the first half of the year. '

The last quarter of the year saw reasonable same store
growth of 8%, which was encouraging in the difficult
trading conditions which prevailed.

During the year five of the first @home stores opened were
refurbishied. These are located at Canal Walk, Cavendish
Sandton, Eastgate, Menlvn and the VEA Waterfront,

lomers are féaaﬁng favourably to the new presentation.




Tumévef = mill‘on’)

Number ot stor@s

e e e

Hoar area (QFOSS m

Number of employees

In'the year under review the division opened 11 stores, of
~ which seven were in the @hom ormat of approx;mately

200 t0 4 0 square metres in floor area, w z!e four we
@homelivingspace stores which h )
approxmately 2 000 square metres. The ldﬂer stores are
located in Port Elizabeth, the West Rand, the East Rand,
and-the division’s three-storey flagship store in Melrose
Arch. The last mentioned store is linked to the Foschini
store in'the recently opened upmarkel centre where it is
located. '

The franichised chain in the United Arab Emirates'and

Bahraln, which has six stores, has traded satisfactorily, and

six more of these stores are planned in the foreseeable
futdre. it appears that the @home concept has been well
accepted in that region.

Store statistics

Franchise stores

(“losures :

Floor area (m¢

,econczmzé; mdttxons wh"

i

HOWARD GC

2005 2006 2007 2008 2009

Markdown . :
value (Rm) 180 27t

Ghofsdles  B6 75 B¢

Markdéw sélas ere at an acceptable level for the difficult
prevailed.

or t he past year (including the

. @homelwmgspac skt res) was’m@ 800 per square metre.

Projection
2010

41000 4B000
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hﬁs:%on will ¢t mi nue s roll-out

m Ma next
ear ten urther {om‘a Wil bcx opened,
of which five will be the Iarger
@homelivingspace format. Two wil
open in Pretoria and one of each in
southern Johann sturg,
and Durban:

The difficult eomrmmy pr
division with a cha allenge to pmwde

keen ,@cus Qﬁ the rsﬁ‘temf on of nargins
and the control of costs,




PROSPECTS

Continued efforts are belng made to find sultable siles

to meet growth requirements for both @home and.
@homelivingspace stores, and revenue from newly opene
stores will help to sustain the division’s consistent patten
of growth.

Trading conditions are uncertain and difficult, particularly
as the division Imports the greater part of its merchandise
,and ﬂuc uatlons in the value of the Rand currency must be
bal:anced agamst pnca adjumment made )
Fortunateiy the mand in ’Lhea se prices | has recently b er
downward, reﬂeotmq the recessionary conditions prevailing
globally.

Inventory control will- be a paramotnt factor in maintaining
trading marging, and improvements in the efficiency of
the supply chain for the division’s merchandise, stemming
from the group’s overallinitiative in this field, will help to

offset some of the negative factors in the current trading

environment.

While trading conditions in the Middle East are no easier
than those prevalling locally, our franchise partners are
still in an expansionary phase and-the roll-out of their new
stores will also provide a boost 1o the division’s revenues
and profit.
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5 ufamur@@ Zoc,aﬂy,
mp” ,‘ed’m@rohand ise and r *ama g’mg

managmg fhé shipping of aii imported and exported
merchandise;
operating a fashion design studio for app'arel to be
In the grolp’s stores, together with an in-hou i
room and pre-production and production units, and
operating a guality assurance unit which monitors the
merchandise purchased by the group.
As fﬂattem stcmd the weak state of the texdlle and clothing
h Africa imposes severe | atiohax on
ma ,f&cturers Hc)wa\f@r TF C‘?A m
bé

in Csaveral Ways | ese relateonships go far beﬁyond it 10%@
which apply to simple contract supply Arrangements, as

s demonstrated by the fact that TEGA procures all of the
textiles and trims 1o be used by the OMT manufacturers
and by the intensive co-ordination that exists between
TFGA and these manufacturers to ensure the delivery of
products on lime and in good order.

The group quality assurance unit continues to serve the
needs of the group’s rading companies by infroducing
quaht requw& ent& ai théa enset o mwr@ high standards in

ecomtruct on, t‘*xo O\/Gmﬂ r@s;u!t wa@
that Certam rqunmd fabric becarme unavaia able, imiling
the scope of the work which could be passed on to local
clothing manufacturers.




The outcome was greater weakness of the local industries.

The local textile industry has now dwindled, and there are

fewer clothing manufacturers of significance, even inthe
limited field of CMT.

TEGAs pro-active approach to these problems has,
however, contributed to the survival of some focal clothin

manufacturers, and among the survivors there are efficient .

and adeqguately resourced companies which are fully
capable of providing the group with products which m

cons dercmons in FFGA’S long-term policy.

TEGAs prediction that China would no longer be able to
retain its posttion as the overwhelmingly dominant source
of high~quality but low-cost imports was largely realised in

the past year. As a consedguence, it has been necessary to{/l :
extend the range of suppliers to other countrdes. TFGA now

has a more diversified base of suppliers and the process o
building long-term relationships with them is underway.
Notable steps were taken inthe 2000 year to advance

the group’s supply chain initiative and positive results are

now being fell in terms of the speed with which orders can
be supplied and the consistency with which merchandise

arrives at the group’s stores. Processes to measure all
significant features of the supply process have been put in
. place, remov;r al °ubjectnve e!ements and all guess-work

the supply pxpeime Wxth the assistance of TEGAs olearmg
and forwarding agencies the reliability of supplies reaching
the group's distribution centres was further improved and in
recent times has iimproved considerably.
The group’s quality assurance unit has kept inline with
advances inthe overall supply chain initiative and is playing
an important role in building in quality checks and audits -
of processes before goods reach our distribution centre.

This results In faster throughput when merchandise arrives
in the group’s distribution centres and faster dispatches to

the stores.

The unit Is now implementing practices which were devised
and developed by intensive work over a period of sorme
years,

SELWYN EAL

TFGA wm agaln be ac:tive in :demtfymg {raining needs for
its staff members and nmp!ementmg eﬁeotsve success

There wil “again be initiatives to drive an suppor o
broad- based black economic empowerment (BBBFE}
through processes of continuous supplter avaluation and

efficiencies. f
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1 grou@ s interest in financial services fs vested

In two areas
a wholly-owned division named FG Financial Services
:  which provides credit and related services to
of the group; and
¢ acontroling interestin a company which foctises
_ primarily on providing personal loans and some other
financial services 1o customers of the group and others,
as otedit facilities to a number of tetailers
external to the Foschini Group. This company is named
the RCS Group.
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FG Einancial Services division manages the group’s
in-store credit card programme, which consists of

14 different card formats. This includes managing the
acquisition of new accounts, customer services, debt
collection and recoveties as well as all the support serv;ces
such as forensics and risk analysis.

This division also looks after the group’s interests in

the Club and its associated magazines and insurance
products. These insurance products include policies
related to card loss; cell phone loss, personal protection
and jewsllery loss. In addition, certain group responsibilities
: relating to the proourement and management of cell

. phones as well as the direct sales of air tlme\are mciuded in.

this division.

The Customer Reiaﬂomh!p Management (CRM)
department which was established late last year has
developed significantly. It oo reports into this division;

REVIEW OF THE YEAR

Local and global economic conditions prevailing during

the year were enormously challenging: Despite interest -

rate relief during the latter part of the year, interest -
rates remained high. Fuel and energy costs which rose
substantially in the previous year reduced last year bat

this coincided with devaluation in the local currency. All of -

this created an inflationary environment, with food at the
farefront As a result, consumers experienced pressure on
their discretionary disposable income, leading to higher
levels of indebtedness. Many consumer lenders reported
the outcome of thxs in terms of higher write-offs.

'These oond:trons mamfestad theamselves in everal ways
in the group’s retail portfolios, ”f’ hose ore 1
pasrtton 1o Qay down their. outstanding balanoes dnd so at
afaster pace and some reverted to buying for cash. Other
customers who were in some degree of difficulty looked to
restructuring their debt obligations either directly with their
credit providers or resorted 1o the Debt Review process as
introduced under the National Credit Act (NCA).

Altracting new customers became difficult and
ercouraging those with avallable credit and good
payment patterns 1o use this available credit also proved
challenging:

In anticipation of these changing con umer patt ems o
certain strategic initiatives were adopted early | in the year 1o
address impending issues. The Initiatives inc luded:

1. The establishment of the CRM department whose
prxmary a&ms are

- with ex&stmg customers usl ing the group’s diverse
: ”/range of products asan mcen’s ve to cross-shop
: f:ifr@m the;r exist ‘store card: and

» 1o es‘cabhsh ragular communication with those
- who prefer to buy for cash.

o ilntroduc ngaiz- month pdyrnent plan as an option

for ne; Qustomars, and custorners who require lower
instalments and in some instances more credit.

Further expansion of the division’s cqllection

The net result of these initiatives has been a posmve qrowtr
in the numb of achve customem on the book, a 49 8%

% 2008
Rm

(?17 (2)
1652
4
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Arment o this elfect was nade
h'&:’ pro{“e% waea ad opi@d tc}

A%‘ a regut m’ h 551 r’:ﬂmy a&l our
Ted bv asl ngi@ Pl Ished Foschint
has been well below the NOA rate

and me b@mnd a movea to
coomimodate the growing
wring extended repayiment
roduced as the Qeﬁult

option for ¢ Qe While the 6 month facility

spertrum covering | ewellery, ce,H mhon y dnd
insurance. This product range was augmentad by *he«a
*aunch of two new m':;uranca produots 1ocusm<} on hfe and

discounts at several retailers;
promotional tern discounts;
bursaries to the value of R2




One20ne

OneZone is a discounted airtime offer sold through
telemarketing and provides the convenience of an

airtime contract linked to a group credit card. After rapid

initial growth the profit from this source contracted by

9,7% during the year. This was attributable to the grant :

of increased product subsidies to deepen the market
share and increase the attractiveness of the offering to
consumers. Capacity was added to the telemarketing
call centre during the year and performance improved

significantly during the second half. Customer services
resources are bemg anmented and a solid ple atform has
bean laid for a strong recovery. durmg the next y

NET BAD DEBT
In the collection process the division has remained focused
on rehabilitating early-stage arrear accounts and returning
them 1o a buying position. This has been a successtul

strategy which has vielded very positive results. Arrears
improved from 25,1% t0 24,2%. Although net bad debt
grew by 20,4% compared to the net receivable growth of
12,3%, the contractual arears state of the book looks to .

be ona positive trend.

Applicants for new accounts are evaluated against a

combination of internal risk scorecards and credit bureau

scorecards. Over the past period new account acceptance
rates have dropped off from 60,0% in the previous year
10 66,8%. The factors influencing this decline are largely
related to the deteriorating consumer bureau scores which,

in turn, are reflective of the realtty of the ourrent econoch o

SITua‘cson

Write=off poli ¢y on bad debt remamed consistent with
the previous year. Non-performing accounts, defined as
accounts whose payment profile scores and recency fall
below fixed criteria, are written off monthly.

’the foreﬁront
: facior also naoessxtates spac ahsed management of credit
,hrmis to av d over exposure o new accounts, We have
: jdevelape: sound and tried prac’ucas o manage the
~ oredit fimits of these customers, limiting the incidence of
] apphcatzon fraud tO below three m 10@ applications.

raqu res spec management and we have long been at
us’fomer educatson in this regard. This

/Debt Rev;ew

The Debt Rewew precess is & mechanism created under
the NCA to prov:de suitably qualified but over-committed
debtors with a means to make apphcatron for debt relief

The number of Debt Review matters & ‘mg, presented as
new claims has escalated to an average of

R2 milion momhly These claims are outsourced to a
spemahst credit rewew -agency that evaluates each claim

: and follows up on objez;ttons and also negotiates terms on
; Our behalf,

- /Often these debtors are not in arrears with the group but

are in arrears with their mortgage car or personal loan
repayments Desplte leg;s!attoa s’upu ating a resolition

- period of 30 business. days in practice these matters are

taking much longer 1o 1 res. ) ve and asc; for payment to be

~ received from the debor.

. Ani industry solution is being wught that should assist in
/reso vmg these matters more expediently.

All aocaunts m thi bt Revxew process are fully provided
for in the net. bad: debt figures,

Provisions o ; -
The division continues to use the Markov model o identify
inherent risk within its customer base. Markov relies on

12+ onth default roll-rates and predicts which accounts

= are likely to proceed to write-off. This information is used
o create a ;:srevismn for doubtfu debis. Inthe past year

. the Markov model requrrad a R31 7 million charge 10 the

Fraud

Incidences of application fraud continued to increase
over the past vear. New fraud detection scorecards
were introduced 1o allow Us to isolate these fraudulent
applications. The Foschini group processes many new
customers who have no previous credit history on

the bureau. Currently 43% of applications fall into this
category. This high incidence of new customers to credit

~ income s’tatement/a’ against R25,9
: -doubtfu debt provssnon now stands at B252 5 million,

million last year. The

whnc:h represents % of the c osmg book compared to

8 3%** of the cfosmg book i in th@ prevmus vear.
~ Net bad debt to cred;t transactions mcreased to 4,0% from

_ the previous years
o 8.7% from the pravxous ye:

3%, Net bad debt write-off increased

lude credst baiances in trade dabtors.

5 Restated toe
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af‘mom QQHM) as m :
sions jndh dL ai v Duf ;
; ‘irorzﬂ the past was made and @
ted to consolidate the CRM function
ing services 1o all the retal fradi

and backgrounds
,s;iggmx hrand

from the group's possession

ase, Lovdl md inter m@tsor al best

ot paw Hag be
L sUpport Cn

_ One of the many benefits of contralised QHM'is’,ihé ability
1o guantiy the resiiits ot every CRM-nitiated campaign
: Ljndér“tak@“ anyw here in 1’he oroug A atnng@r‘t Qf@(;(%&‘»b

Havmg available multiple vehzczies to reachithe

~customer base, the department uses different |
. communicalion according ta th@ message and off@r o)

NDY p:@f@remc The
ats has proved

Customer acquts’{

 made successiul invitational mailings and natior

for new accolnts, resulting in & discernible g
usmmer base d@spi’(@ th@ diff‘cuit aeonomic

1o b@ ina poszt on 1o provi d@ cx,gtom@rs witt

z’fs ablli ty ‘TW cu&ﬂc} ers m
Gross-shop actoss L refall
chains using any of
account cards.
is expected that the focused,
approach which the
ment brings to th
will acce

everaging off the existing




CREDIT COSTS AND CUE ?@M%W
RELATIONSHIP MANAGEMENT

Credit costs rose by 26,6% as aresult of the introductiqh :

af-the CRM programime and the use of invitational maiﬁr}gs. ,
The expanded collections and telemarketing capacity alm{/:
ontributed to the increase. Much of this cost was focuéeq /

on CBM inltiatives, particularly on new account acquisitior{.
Although the growth of net active accounts was moderate
at 3,8%, our analysis shows that in the absence of these
inftiatives growth would have been strongly negative, and
. the group Would now have been tradmg w;th far fewer
customers . ,

The posmv& results achmved in xpamdmg'ou

’c;,usftom@rs and adding new financial products to our
offering has led us to believe that further investment in our
telemarketing and CRM capability will position us well to
deal with an upturm:in.the sconomy.

PROFIT

The vear's profit contribution increased by 49.8% . driven .

STRATEGY

The group will continue 1o focus on the acguisition o
new accounts as well as exploring innovative insurance
products dﬂd C!ub offerings. In addition, we believe that

~there are great cpportunmes associated with the division’s
 mob] etel&phony Qﬁeﬂng Buﬂng the next ‘nnanc;a] year the

by greater interest income over bad debtand by a 14.4%

growth in other income.

2009 2008

Number Of active aco@unts
o OOOS)

Net bad debt write-off* as a
percentage Qf credit transac,t ons

Net badl debt wrste offfasa .
percentage of dabtors’ book
Doubtful debt provision as a
perceritage of debtors’ book

:Perce 6 able to pu 'hase .

* Including VAT, excluding movement in provision.

** Restated to exclude credit balances in trade debtors.

: year should po

past year, W //a,re;a i patxng a degr@e of retrenchmem
in certain segments of the economy and are presently
model!mg various scenarios and stres&; testing our

may be warranted. Our interest management strategy
has been formuldted o allow us to cover the anticipated

: /growth in bad debt Wh\lst still pra\ndmg a mcnonab!e return

uct lons inir T(er@st ates
frastructural expenditure

//:mart t@ exert i fluence on the ec::onomy Once these effects
gain. momentum e believe th : he quality of our debtors’

,c:staves faunched this

book ’together Lhé ¢ i
) Us 1o take advantage of the better

economic times,

FOSCHINI GROUP ANNUAL REPORT 2009 - 69




The BCS Group s an operationally independent consumer //

finance St ides a bi’Odd renge of ﬁndnc,ut
Gl cit on weih a

Dumber o

Bowmwana, [

= s ,s*;}

uctired inlo two operafing business

Honal Finance and Fixed Term
aling units are supportad by a number
In addition RCS (;xraup has

Cinonce business unitis fooused on
s for retailers at polnt of sale, Betall
are supporied o one of two ways: :

The Tranes
faciitading
Creoi sales

s {hrough en own-branded general-plrpose private label

card knowr s the BOS Card that Is accepted at
12000 4 s counirywide
Nanaging prl label retall credit programimes for
Wi brands on an outsourced bagis.

it provides personal
roducts under the RES
group and external

and proﬁt mode}s, /T/hﬁ dec sion to d;ﬁ‘eremaat& 1 e
businesses was taken at the establishment of the RCS

lost, and tha’t all proﬂts and costs assoclated
busmeszcs vvould be clearly ring-fenced,

Fixed term finance

~ Other invesiments

the hqundety cnsxs and inits wake mmg cost of funds

and raducmg prgduct margins

a worsening in tr

patiem of payment by arredr
_customers .

increased costs of customer acquisition and of trading
operations. -




Despite the disappointing results, the RCS Group
continued to make significant investments in moving
towards its goal of becoming a fully-fledged consumer:
finance business by expanding its product range, /
improving its solid business platform, enhancing its
infrastructure and adding to the skills base.

There was a change in the leadérship of the RCS business

during the last year with the founder and CEOQ, Karl
Westvig, stepping down from his role as group CEO to
serve as a non-executive director on the RCS Group
board, He was succeeded by Schalk van der Merwe, who
has had a iong standing association with the Foschml
group, havmg worked at an exeoutrve leval in sch
retall credit diivision In the period 1995-1998, After leaving
,the group he Spent seven years at an exeout:ve level
building the Woolworths financial services business. He
rejoined the BOS Group in 20086:

THANSACTIONAL FINANCE

The RCE Cards portfolio expetienced continued growth;f .

although at & more moderate rate compared to previous

vears. The general-purpose BCS Card is now acceptedin
the businesses of more than 8 000 merchants representing
12 000 outlets nationally across a varety of industries: A~

numbear of national retailers were added 1o the merchant
network during the year, giving RCS cardholders broader
utility than before.

. Growthof the Private Label portfolic continues to be a
strat@glc goal ofthe RCS business. The purchase of the
 credit operations of Massdiscounters (MDD), with eff
from July 2008, has had a significant i 0
of the Transactlonat Fnrwar 1ce business. The purchase
added 150 000 new customers to its base with a book
value of R176 million. RCS also gained 400 staff members
and 85 points of presence in MDD stores throughout
South Africa, Botswana and Namibia: Since July RCS
has been active i integrating the MDD operations into
the Transactional Finance business with the minimurm of
disruption to existing operations in both MDD and RC&

There has been modest growth in the portfolio since the -

acquisition of the book.

The Queenspark portfolio continues to perform well, with

positive growth on all fronts.

CHALK VAN

%
change

204

57

s
- 5

518

Transactional Finance
- Key debtor statistics
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mew e::s‘f %Z:he; year

wmﬁ I
& growih
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Booine milio

Prospecis
Credit Wurnover
the touah
Tuinover gro
portiolio het
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Horoved 1o 20.0% of the pottiolio (2

s,g, a;ﬁ th dffcuit IEET

Dard turnover, yielding

across the business unit

L increased to 568 000 (2008,

voaky driver for this growth was the
6 MDD credit portfolio,

or the year bu more

iyfijperates ata

de The maxdimum cap formula for private

& Under the National Credit Act (NCA)
ptarest earnings because of the

' "t@%@ i marga for h@ y@&r

e

- d df,bzow“ c<v4rr‘@m<;y s resu?i of the

ling RS oo %@ct ons wpab h’ry, ﬂnd the /

Hoter credi gualification odteria. -

S rembers i 90 different locations:
ity and infrastiuctiie s a necessary

) on the Transactional Finance business
fowth in the future.

gaged operating costs, the cost
el 10 44.8% (2008: 34 2%).

¢ expocted to increase modestly despit

wﬁdzt ions now prevaling and foreseen.
core mainly from the private label

over nerease sholid lead to growth

e vear and to subseguent
will be renewed focus on margin

| moderate during the year
improv&&d ieve! of

The Fixed Term Finance business (FTF) provides personia
/Ioam and Complememary insurancg procucts

,t operates on

tomers are cﬁtm,t@d by the

,convanserrce an szm;:; :my oft e RCS offer, with a large
ep honi uany Th@ high

response modelhng 15 continu
operating efficiency.

 Fixed Term Finance




Fixed Term Finance
- Key debtor siatistics

Number of active accQunts (000)
Net debtors’ book (Rm)

Arrear debtors % to debtors

Net bad debt Wnte off as a % of
deb‘tors book :

Doubtful debt pmvxsron as g % of
debtors book /

Review of the year

FTE’s profit before tax declined by 12, 1% on the prevnous
year. The decline can be attn,buiec;l to a combination of
increases in the cost of funds, in bad debt and in customer
acqguisition costs as well as a decrease in gross interest
margin.

On the positive side, the net debtors book grew
significantly (38%) on the previous year as the roll-out of.

the new personal-loan product was concluded. At yea’r—éhdff ho
more than 80% of the book consisted of the new product .
offering which attracts a lower risk customer and provxde .

lorger terms on a risk-based pricing basis. The drop in

the number of active accounts is in part due to the !“OH*OQT

of the new loans product which offers larger loans than in
prior years, resulting in a decrease in second loans to the
same customers.

Revenue grew, reversing a trend from the previous year.
lnterest revenue showed a sligt 1t decrease de,spste the
Iarger book. The decrease is attr(b' ble t ; .
that the risk-based | pr:cmg modet provr

weighted average interest charge The pricing models are
continuously refined to ensure that marging are optimised.
There has beenimprovement in the collections processes
with the result that arrear debtors diminished to 12,8%

of the portfolio (2008: 14,3%). The improvement also

translated into decreased growth in bad debt costs and to _

a lower doubtful debt provision.

_ Prospects

ibthihue ’to grow during
f more sophisticated

ssgmﬁcantly m the current market, but the origination model
coritinues to be refined. There will be a more significant
investment in the insurance business 1 vea

»*Currénﬂy the greater part of funding for ROS is provided
by the Shareholdars Suﬁxcc@nt fundmg lines have been

,thé asset base. With

process o launch a
P} in order 1o raise an
iness. It is expected

NE&:W ’ﬁ&%\%‘”“%ﬁ?@ :

On acquiring the Massdlscounters financial senvices
business RCS established a presen Namlbla ’&nd
Botswana, The required operating st

in these territories during the past yeal ) ,
further expansion of the RCS footprint in these marke‘cs W;H .

“be expl@red in the commg year,

= Transactmnal Fmance teal

Credit costs Increased by 21,7% because of higher cbsté; - .
of acquisition:and continued investment in key analytical

systems and skills. As a résult, the cost-to-income ratio
remains acceptable at36,8% although being higher than
the 31,6% of the previous year.
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GR( UP Fzmmﬁ Amm

AL ACCOUNTING
ORPORATE REPOF

s Koy

This departraent is responsible for:
®  collating data and producing the group’s mmﬂm and
annual financial statements;
undertaking corporate cor nmun ications amd
sharet Qfder reporting

’ ésur ing compliance with all apphcabie accounting
sl ndards anﬁ sta*utory reaiul emenfs; and

tems
and ’temai Lhe&kmg procedure
co~c>rdmatmg and consolidating all the group’s financial
planning, Including annual budgets and guarterly re-
projections;
carrying out divisional financial reporting to enable
accurate management decision-making: and
carrying out al operational financial reporting at store,
area, regional and divisional level.




The division’s functions under this heading comptise:

e processing and paying all merchandise costs, expenses
and-rental charges; :

ensuring that all stores deposit the correct amounts :
daily; and
administering store and head office inventory and
claims.
The maintenance and development of the SAP financial
systemiis also included in the division’s responsibilities. The
division intends to continue to investigate the use of other
modules within SAP in order to obtain the full b@ ﬂts of
the integration capabilities of the system..

TREASURY
This department is responsible for managing the group’s
foreign exchange and funding policies. It ensures that the
group’s funding needs are provided for with adequate
credit ines and appropriate financial instruments at
the lowest cost, and that dally cash management is :
optimised. Investments and interest-rate risk are rmanaged
in consuitation with the Financial Director within the .
parameters laid down by the board. The department,
acting in conjunction with the taxation departmem assists
with various comrmercial initiatives that affect the group o

TAXATION

This department is responsible for all aspects of the
group’s taxation compliance. By its nature, it
highly skilled experts who oonstamly remam abre
current amd pendmg legislation.

ARIAL AND g@wmmmmmm

This department is responsible for:

e - maintaining the group’s statutory records;

s administering the Foschini Group Retirement Fund;
e gdministering the group's trade marks; '

administering certain processes relatmg o the
preparation and signing of the group’s store leases; :

exercising the group's compliance function; and

providing legal assistance and advice to other divisions =

of the group.

staffed by .

o man gement departmem i responsible for the

. ,fo!bwmg functions: /
o L managmg and contro mg th@ ﬂsk; management

process, as defined by the group s risk cornmittee and
as requtred by the Cade of Cgrpmrate Practices and

’fand marnta;’:’ng approprlate insurance for the

admxmst@r ng at group insurance claims and compiling
oomprehenswe loss statistics;

exercising control over the group business Contmwty
planning process; and : =
facilitating inter-divisional store sacumy meeungs to

allow cross-pollination of loss prevention information
and strategnes

A detaﬂed risk analyszs 13 contamed in the carporate

, govgmance report

/ %’%ﬁ{}wgmgw oF ERVIC
: The group procurement process @ﬁSu%’@% that best

: ,prac‘ace is followed i nal areas of the purchasing process
o ‘[hroughout the group Quar’geﬁy pro,ccuremem reports

are made to the procurement committes, comprising
s of the operating board and two senior
= il Qn thé prbcuremem mcmager ensures
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»@ﬁ M& mmﬁwm&@

IHess oble otiv

it obiarter approved by the aldit comimittee

rines the scope and mission of GAS'
onforms to the International
feas) omﬁ Pract w of mr@* ngai

mal audit services for
> financial -

S audit tean conduicts lechnical
Foschinidata areas such as database
dnetworks The audit teams make

and m! A iter
renoding ton

Lfymsﬂzr@ ha muﬁt clive contro
both the system dedign stage: prior :
and durng systemn ‘mm@m@ntmm in 1his
ihess interruption is reduced.

Gehnology such as edtometed scanning

services divisi on ig Qpropmﬂ
/ resourced, Spe;,mc deve@pme 1 targets have been set 1o
’enhan::,e ‘m@ma} audrt capacny in this area.

t‘ugh»qua ty intermal audrt

(EWP) vys em an .
WOrk envxrommem are we«ll advanced A% 3

s the feasibility of
*md aud‘tmg Toolw

head fo ce audst t&am has been restructied o ensuie
that the mtamal "ludl‘{ Govemge the ROS Group financial
i y focused and adeguately




FOSCHINIDATA
POSITIONING

Foschinidata is the group’s in-house information and
communication technology (CT) division. It uses a .
combination of fully integrated third party solutions and
software developed in-house to provide a modern and
sfficient base for all the grotip’s ITC needs. Its goal Is 1o
achieve full alignment of the group’s [TC systerns and
operations with the group’s strategic business objectives.

The Foschinidata division employed 189 permanent and
,17 contraot staff m@mbers at ‘the year- end deployed in

BHRENT CUF

' :repr@semt ng an it la{ Capttal'ln egtm‘ - for these iter ot The breakdown of the operating cost is ilustrated |

 R420milion. ' chart below:

DEVELOPMENTS IN THE PAST YEAR

In the past year significant progress was made in delivering
new functiopality to the group’s divisions and iri bringing
abolit cost efficiencies. Both achievements came abeut’/’ -
through the infroduction of leading-edge technologies and
enhancements to the architecture of current systems and
infrastruciure. ' .

The long=standing shortage of specialised ICT personnel:
within South Africa has eased somewhat, chieflyasa -
consequence of the global sconomic recession and the.
laying off of personnel by many businesses abroad and
wlo some extent Iocally Thns ha@ ailowed Foschinidata to o .

G , , I Depreciatior
Il Salaries

I Maintenance

Resources d!V!SiOﬂ recrmtmq team. ’Outsgu/r’ced §§wices
In a drive to reduce costs, the division has renegotiated

several existing long-term contracts with ICT service

providers and consultants. As a resull, some future costs .

have been suceéssfully forestalied.

The group’s capitalinvestment inlCT during the past

year amounted to R81 milion. Operating expenses -

totalled B192,9 million, representing 2,4% of sales. These :
expenditures reflect the importance of the ICT funetion :

within a modern and dynamic retall company, with the

figure of 2,4% of sales being well within international §
norms.  stores;

20%
3%

18%

the past year Included the

an upgrade of the
ems in the @home

and roll-out of a new
e systerm for the group’s
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; @i%imrm unds Tf‘é}lﬂ&gfui’ EED)
, 1o s integrated at store level with the
golps i sale (?“Q@; systern and Is fully EMV-
compliant: ' ' ' -

comie Wt of a business user data mining and Y : e :
i nldligence (BY) initiative which will provide completion of tF Ut of the EET system in the
of business data for analysis and group’s stores,

ferent levels by the Use of open- completion of the group’s electronic time and

attendance system in the stores and at the call ¢
located at the head office;

implermetnitation of a standard warehouse m‘anagé er

system, known as Manhattan Associates WMS, a

the group’s distribution centres, commencing with the
- ”Markham and exam‘ d stribution centres;

:mpmv& operational eff iclencies,
d reduce the carbon
T nfrasiructure 80 ‘Lf“ai S al gn@d

deve dp }g and enhancing various credit systems
10 cater for new financial products and customer
relationship management (CRM) i

roll-out of a fully mobile [T solution m
management; and

(mplementatron of a new gift card solution across all




GROUP LOGISTICS
STRUCTURE AND FUNCTIONS

The Group Logistics division Is responsible for managing
stock received from suppliers and for distributing it to the
group’s stores efficiently and on time.
The group has eight distribution centres (DGs) based néar;;
the head office in Cape Town. The group’s entire stock ;
distribution function, including receiving, storage, picking,
packing and despatoh, takes place from these DCs.

The DCs together with the divisions or operations they

G serve are aa, follows

_ Ndabeni DC: exactl, Markham and style accumulation
(comprising certain partly completed orders);
Sports DC: Totalsparts, sportscene and DueSouth;

Foschini DO Foschinl, donna-claire and fashxonexpress

apparel;

Jewsllery DG American Swiss, Bterms, Matrix and /
Foschini division jewellery;

Cloth Store DO: Fabric for local production of apparé
and

Shopfitting DC: Shopfitting stock for the group.

OBJECTIVES
’ Th@ QOO@ year hadl been plannedas a year of mtense activity
: ectauon was not misplaced.

o Would come mtd snght This proqress was largely achieved,

as the next section of this report will make clear,

The stepping-stones in this process were seen at the
outset of the year as bringing about iImproved agility,

reducing stockholding in the DCs, and reducing lead times

from the stage of placing orders for products o the poin
delivery of the finished merchandise to the stores: :

The beneficial results which dre fo be brought about h’ihe -

longer term include a more efficiently co-ordinated order
management cycle and the ability to react with speed and

ﬁﬁﬁﬁ? supp CHAIN mm& m

year penod into the future and wni be contznuously updated
in the foreseeable future.

: Targets in stock turn have been s 1hrough

astage wﬂhmfthe
nt procedures and

a group sUpplier sc;orecard’

- This Wlll measure each suppher in respect of five crtterla

being;
on time and in full delivery';"
DG dehvery Conformance

precision to changes in buying patterns, which are in effect ~ neoces

dictated by changes in fashion. The final result is intended
to be increased stock furn and correspondingly increased
levels of profit.

all Supplzers of merc )i ndzse to the group
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LOGISTICS CONTINUED

The group s strategioally well positioned to ‘tak@ aﬁvamag@
of local sourci exist of the ”I FOA division

has reached mah rity, wil be transterred to *he p pui ne wﬁh
other suppliers, '

Notabte achievembms inthe pav;t year wem the sourc

e} store dehvery This gives the group an ab My 1o repe
consignments of best-selling merchandise within the
confines of a single seasor. After the design process

| the logistical processes belween
: average time saving of
: ieved over the course of the year. The
objective for the next vear is to ensure that the trading
divisions’ sourcing processes and calendars are optimised
1o take full advantage of these time savings.

Replenishment

: Whﬂe the grop is a fashion retafler with & tast turmover
it is recognised that there are substantial
icreasing replenishment, which is
ing replacement stock of items




which-have been sold out in the stores: In the past
year the replenishment project has aligned the group’s

replenishiment methodologies and identified further pr(’)dzl;jct} S
opportunities. In the next year the division will collaborate
with the trading divisions in implementing the changes

which have so far been identified.

Overall, substantial progress has therefore been achieved -

during a period of unhelpful economic conditions. Fresh

and more ambitious targets and stock turmn objectives have

been set for each division for the next year. By achieving
them the group will position itself favourably not.only for the
following year, but also enable it to take greater advantage

of stronger trading c:ondmcms when the busmess cycie

turns upwards.

ADDITIONAL FEATURES OF
THE PAST YEAR

In the past year the DCs handled 42 million units (i.e.

individual items-of stock), which represents a drop of 4 5% o

in unit volumes from the previous year.

The drop in unit volumes placed pressure on cost per unit:’

efficiency. At the same time volatility inthe oil price had

the effect of pushing transportation costs upwards. The
combination of these factors caused the cost of logistics as

a percentage of group turnover to rise to 1,68%, compared

with 1,65% in the previous year. These figures take account

of depreciation and the costs of industrial engineering,
staffing, packaging and outbound transport. Rising
transport costs were, however, the main contributor to the
inbreased logistioa statistic, with increases in the fuel price
causmg the average fue& price paid by the group to nse by
36% over the previous year. Al other costs re
the previous year's level of O, 63% of tumover

_gain in efficiency deqplte the reduced unit volumes during a
downturn phase in the business cycle.

Salient features of the past year's activity of the division
ineluded the following:

¢ Improved throughput speed: Stock flows were critically

analysed; enabling 69% of stock 1o flow through the

DCs within 4,8 days compared with 17,0 dayson
average for all stock of the previous year. Thiswas
achieved through enhanced order management,

causing stock to be delivered closer to the time when it i
was needed, The group continues to fine-pick the bulk

of its stock (i.e. break down a consignment of newly
acquired stock into store allocations), and this requires

. 4% of stocks of apparel de£

e ﬁiréséssing t/imge‘ This tOpig’ will again be evaluated in

nproved from 98,5% to 99,6% at the level of
,/lndwidua) itemns of stock This creates reliability in the
supply Cham’t stores and is benchmarked against
best-in-class retailers around the world,
Shipping time: The Group Shipping department
carefully reviewed shipping times and reduced them
from 42 days to 30 days on average. This comprises
time from the foreign port through the Cape Town

Eport fo the re!evan’t DC. To achieve this, careful
- measurement ol C’[ual sh ipping times helped remove

o ,unwanted buffer t{” s while retaining reliability. This has
& pasmve effect on stockhotdmg ‘within the DCs.

: ransport bill mg The b! lmg mechamsm for the
’groups outbound road transport was changed from

* ‘percarton' to vo%ume ic, allowing greater flexibility

/ tm the srzes of smpped rtons. The group had
. prevrausly been cha rged/a set amount per carton and
o consequenﬂy lost out when %tock was sh;pped in

sooreoard mentioned above. Supphers receive clear

4 and Comprehenswe information concerning the criteria

: /@nd the measureinant procedures. The division expects
1o see large impn:x\}e” ehte{during the next y@ar which

- In the previous year

 was mounted on
hangers By reducmg this  zero stock handling

: ’was reduoed rendenng a Con’mbutlon 1o improved

\ nng ﬂatnpécked merghan/

: // throughpu speed
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GROUP LOGISTICS CONTINUED

z‘zgi‘f;}rmamh of th@ @upp%ychairi.
Hhallan WMS hasits hedd office sy
05 o combany | *zammd Supply f"ham
b Alcan o /

nges can *mm @xpeciu..
implementation wil take plac
and this is scheduled to lake place in-
S will be mmow ented '}roughuut the
ree yvears,

oo by prowdur@% are ext@mdsd ?:c,.
tners, who have compre’—\hem!ve secur ty

Busiriess continuity plans are in place and they were
' agam regu!ar!v tested and reviewed by the group’s risk

terrm of costs per unit

than in 2009. Th

,uid oomtmu@ 1o brw
toc*kwidmg reflecting




HUMAN RESOURCES

The role of the Group Human Resources (HR) division is ”ﬁgi); o

set and implement strategies for human interaction within
the groug; working in collaboration with the group’s tradmg
and service divisions: The HR division also provides a :

common platform to group companies for the provision of

best-practice HR.

The services listed below are provided by the division

and are directed at the group’s employees and at HR
practitioners working within the group’s trading and service
divisions:

° management of the group’s payron for xta more than L

15 OQO empioyees,

mamagement of policies regarding beneﬂts and the
practices associated with all these policies;

performance management;
reward;
talent development;
organisational structure management;
resourcing;
employment equity and transformation
training and development;
industrial relations and dispute resolution:
corperate social investment (CSh: and

*  organisational developiment (OD).

o n pro d ing these services the division makes use of
d mfmrmatton technology aimed at provxdmg data
hers and when it can be used most effec.,t’ ,

, rThe groug 'reCOQn ises that its suc;oess is dependent onthe

fuﬂ comm‘tment Qf its employees within an occupational
framework that is moral, fair, has social conscience and
gan readily be managed. The HR division carries out the
value management process as one of its functions. As a
rasult all HIR policies and processes rest on a foundation

supplied by a code of values which has become known as- -

the Foschini Group Values.

GROUP VALL
The Foschini Group Values are as follows:

e . we maintain our integrity by being honest, open and
ethical In all our dealings;

we are committed to providing 'exceeding service' to
customers; and giving them value for money;

are suppo*ted by trai
i Canstant drive to raise Ievexls of employse competerice. The
process of revxew tradtt@nany less than systematic and

we treat people with dignity and respect and ensure &
suppottive, encouraging envrronment g

we believe in equal opportumty dnd devetopment for
all, and reward people fairly accordmg o responmb:!nty,
effort and performance; and

we are ’b’omm’iﬁ’ed 1o self-critical professionalism, with
/ visible and ccnsnstent standards and a constant search
1 for performanca smprovement

. "m.&m ?@A?%A{%%ME?@?

: The management of talem whuc:h @ncc::mpassa%
rec:rmtment perfcrmance managemem development,
~ succession pianmng and reward, remains a priority function
inthe dw&smn Thisisa crmcat function in view of the
 prevalling sbortage of skills In South Africa and the intense
- competition which takes place to attract and retain talented

employees, particularly in view of the requirements of the
Employment Equity Act (EEA). Talent audits are conducted
twice a year and on the basis of their results retention

and development plans are formulated and carried 'out
Trends in the departures of employess from the ;
monitored to enable the group to react to any risks that
might endanger adequate employee or talent retention,

Current activities

Details follow of some of the x:iivision s ongoing activities
_and action taken in the past year

 Performance managsm 1t .Empioye@s are reviewed

against measurabte goals set in March of each year and

progress reviews are ccnducted thce ayear The reviews

mg and development plans in a

| subjectwe influences, has been moved on to a far
more satisfactory plane by the use of a device known as the
competency wheel (ilustrated in the 2008 annual report).

FOSCHINI GROUP ANNUAL REPORT 2009 83




MWM : ﬁmmm @Nm\xu&n

b oretal academy for store mamagars;

manage
o

Knowleo
manage
and

adjain been intense focus
Ny ole rr*pioyaaes For this mrpm@

Total expendature on trainin
development (mluqu salaries o
in-store training providers)

8 fral nmq are: ey . :
Reward: Best practice In the are

m}mmmﬁ%@ olanner ac adshmy for honi mg
isting merchants,
I of these facilities was an in-house ,
cilcally designed to cater fn dentified

within the group.

100 slore managers touches overy store

i l i i i
v al store manager both nationally and system design
more eﬂeﬂta\/m nabu emem ]

comparison of jobs internally
and externally.

ol emploves relations and performance;

lore managers as coachies to develop their

Chigndise planner irainee developmen
lable to new and yomg talent in the

cj the mpacriy ol the; ir«azrs@@s‘ The
5 8 coaching component by which each
& personal basis by a technical coach




Passage 6: Enterprise/Group Leader

Passage 5. Business Leader

A ‘pipeline” leadership model similar to the one illustrated
above is intended to provide a framework to grow

leaders to meet an organisation’s future leadership
requirements. The development and refinement of the model
has been a matter of high priority in the past two years. It
highlighits key milestones that make up the developmental
process for future leaders: Each milestone requires that the
subject gain proficiency ina variety of competencies that are
associated with a critical career stage. Career progression

is based on mastery of these concepts; given sufficlen

time to achleve competence. The process is supplemented
3 agsessiments, specialised training, ooma:_:@ and the
undertaking of various projects and assignments. The

© \were made. Of those hired externally, 69% were

“equity candidates. An incréase in direct applications

and placements was seen, with less dependency on
| recruitirient agencies. The group's website has attracted
candidates, and the mining of more than 20 000 CVs on
the division’s database has proven to be suceessful.
Recruitment In the field of IT was particularly challenging,
as in the past. However, attendance at a recruitment
exhibition in'London provided an opportunity to.expand
awareness of Foschinidata and to source candidates with

national experience. This event was successful and
essentially cost-neutral; resulting in the placement of
five candidates at management level,

[EMPLOYMENT EQUITY (EE)

7

m_NmmU_w chUmwm of nm__ nminw agents have for some time
Umm: _‘moazma Emmx ly ﬂoﬂ the financial services sector as
been cor ::_:m @ﬁos\% inheadecount in this area,
ooic_:mn with high I \Gocﬂ turnover. Over the past year the
number recruited reached 775,
Graduate recruitment for a variety of positions across the
group’s business was successiul and 36 placements were
made. Graduate recruitment is a key driver of employment
equity m:g woﬁ of the candidates hired f d the equity
Q the graduates Qmowa 30% were recruited

omcozc: es 8 omaa_umwmm already _Bm@:&mg into the
nc:ca ofthe oam:_mmro: and éjo U_\_:@ /&E%_@ store

An m%m:@é i aco;:os UG@BEB@ %2 covers all areas
m:a levels of %m bus 638 was Qméanma to ensure that
new mE_u_Qmmm m«m _am@qmﬁmq ;QQ into the organisation
1o facilitate job Umlo.,ﬂ:w:om over the longer term. The
success of the programme will be seen in the new financial
year.

A consistent exit interview process was initiated that feeds
into recruitment and culture Bwsm@mémzﬁ This process

is In its infancy, and the success of monitoring trends and:
maaamm\im problem areas will be evident in the next year.

The @ﬂocv ooswncmvﬁ@ Gm c 935@@ 1o the goals of
anm% %Qmmm: ng the moo:oéﬁm% active population
of South Alfrica m:m ens tring that ooSUmﬁmz individuals
are m_ZmJ mﬂcQ omnomca across all levels and on all
occasions. The group operates within the framework of
Em\\:mmonm_mgu oyment equity policy in South Africa and
its plans are within the @c_am, es of the affirmative action
nm@_m,mﬁ_on in ngngw G

OoEc_.mzom with 5@ mSQow\Bma mac@ Mm@_m_m:o: remains

- amatter of priority.

The @Scu was mcgmwoaa during the past year to an

audit by the Department of Labour for employment

equity compliance. This audit included analyses of the
group’s strategic plans, its HIV/Aids policy, and all minutes
from employment equity forums. An action plan based

on the Director-General's recommendations has been
implemented.
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HUB ﬁ%@%&ﬁﬁwﬁm@ CONTINUED

that the group
m md m ﬁ s end e group has -
nembershio of thie Bla M\/?saﬂag@mant
o ihrough the grotp's Ivolvernent
on, nvolves participation i Hh&
arch into the questionnwhny Cape

les are having difficufty in attractingand

Lot the senior levels

Workforce Profile

Goloured

Indian

Dirlng the p 1 he group pald skillg levies of
: adimum avallable rebate from the
: was recoverech Further
L oulin the sustainability report.

i@@

lifg and testing (VO T) programme has

I South Alflcan-based emplovess singe

s prodramme is well established and
aes have been lested. Free treatment
wnt amployees who are MiV-

: ,:;posmv and 40 amp eyees are currently registered on this

prc)gfamme Treatment includes anti-retroviral therapy as

: vs(e ILas pgst—expcsure Qrephy!axj,s /{PEP) where accidental
- exposure 1o possible Infection has occuned,

wag made available to

‘aon by ermployees in both

?programme s ’n ongamg: nange

In May 2068 an emmey&e we!!n S5 programme was
introduced with the launch of an employee helpline. The

aim of the helpline is to provide psycho-sacial support to
ampiéyeaeé;.{ By th /yeaﬁend, 600 cases had been managed,




GROUP SERVICES

The function of the Group Services division is to add value
to the operations of other divisions by providing exper’t and
streamlined faciliies management services on g costs
effective basis, so enabling the other divisions 1o achieve
optimalefficiency in their operations and the optimal well-
being of staff members in'the workplace. :
The division comprised 68 staff members at the year-end,
of whom 64 were based in Parow, Cape Town and four in
Isando, Johanneshburg.
The properties owned or leased by the group, other than
leased stores, are managed by the division, including the
‘ Stanley Lewis buldmg and mearby buﬂdmgs in arow

where the group has it headquarters, and the three | logacy’

buildings in Cape Town, Johannesburg and Durban which
have been owned by the group for many decades. The
total area of the built space managed by the division

is approximately 100 000 square metres. Outsourced

suppliers are used for the management of other propertieé -

occupled by the group and where-the division has
responsibilities.

Benefits are exiracted for the group by implementing

strict service level agreements with all external service -
providers and by utilising only a limited number of

stippliers well known to the group who have appropriate o

retall experience. Service level agreements incorporate.
provisions recoghising the unigueness of the group and
addressing its special needs and methodologies.

The division supplies all stores in the group with office
equipment and stationery. \/Varehouses and ofﬁces are
supplied with ﬂttmg% and equspment

mamtenance af a!l bw dmgs p!ant and equipment fakes

: p!ace in19 properbes owned or rented by the group.

ln pr@pemes for which it has responsml! ty the division
manages the msta!lanan and maintenance of all security,

fire detection and access coﬂtmt systems, and implements

and manages the oocupataanat hea{th and safety
programme

/From a governanca perspectxv&‘ a!! securlty and fire

evacuatxr:m systerms in properties managed by the division
are tested on a reqular basis. All offices; with the exception
of the non-critical Isando property, have back-up power
generators. Isando has extended umnterrupted power
supply (UPS) battery life.

The Group Services division also auends to the
proou/remem, of standardised office automation equipment

(printers, copiers, audiovisual), vehicles and capital

equipment other than computers.

The fleet department operates within the mandated capital

budget, monitors expenditure levels, and negotiates volume
discounts through approved supphers

//Mamtormg of matlrooms reoepisor\ areas, switchboards
and store alarms are among the services provided.

ontraf:mrs managed by the division mclude

In the current stnngem economlc climate therg is
particularly clos *e monitoring of all expenditure, the chief
iterns of which in the division’s budg@t are r@ntdl , electricity
and refurbishment costs.
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GROUP PROPERTY

division Is responsible for administering

f shace for all its stores, which

ar-ond (as against 1 993 in 2{308), /
ihfee proparties which the group.

oo and from which it still trades, The
e assesaing space reguirements and

nanﬁ as against that Of an
xibility and makes It possible for

o be taken about all matters affecting

ned properties are located In the
isiricts of Cape Town,
v, and bave been in s possession for

drainime of space acauisition
2008 annual repart has been
a Qut taking tm group ’fur hor ’mvvard

3.9% on the
group’s 1 539 stores
20 muare metres of space.
cw Gpened the greatest numbeér of new
chaing the figures were o
sortseene and six Dus South stores, ¢

. aapened the greatest arpd ofnew

se of slightly more than :
alovated between the Foschinl,
Bxoress ahd Luella chains Of this
14000 square imeires related o
he femaiting 4. 000 syuare meties
nenits Within existing locations, or

Johannesburg and

f"’ mat which inchides

The Markham i o/ Op@ﬁé€31 /
e four Relay stores { ell ing casualw

sau'*aab*@ prm@m@s, magc*iéa‘ting loases //tcnai Qf@ 591 square mﬁtr >

i mon traded n 16 new stores with a

to relieve the pressure of excessive trading ¢ K
the frading area in two over-sized stores was reduced,

A further 36 stores were relocated to superior trading

/pogmns and ncsht %t[ed’ in the process. Six under-
perfermmg stcares Were c,lo:;ed

%éﬁw Si?ﬁ%’%&i

tres that Qpened dqr;ng tha murg@ of the vear and
m wh h me gmup is represemed WE{&
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In addition, the division was able 1o secure space in certain

shopping malls where the group had either not been

present at-all or was under-represented. Notable amongs’t 2

these were:

It is pleasing 1o report that no significant power failures
were.experienced inthe group’s stores: This is a great
improvement on the position which prevailed in the 2008

year, and Eskom is to be congratulated on méahﬁagirj)'g'its, .
affairs to avoid systematic power failures. Reduced national

demand for mains power during the year no doubt aided
Eskomin this process.

PROGRBAMME FOR 2010
There will again be a substantial space acquisition drive, -
although on a somewhat lesser scale than in the past. -

year (approximately 11% as against the 13,9% menti/oned/
above). The demand for new space is widely felt among
the group’s trading divisions and particularly in-the Sports,

Markham and fashionexpress chains.

A significant developrnent is-that space for new stores is. -

being acquired In Zambia, a country where the group has
not traded before. A total area of approximately

4 000 105 000 square metres is envisaged in two malls
in the Lusaka area and one in Kitwe. The space will be
allocated among several of the groups mam ohams Thelr
 stores are expected to open in the 2011 year. ,

Advantage will be taken of the faot that retail Space is more
readily available in southern Africa than in the past few
years, this being one of the consequenees of the current
sconormic slowdown and the declining pace of property
development which has set in. Developers have become

very cautious about taking on new projects; although those

on which-a start had been made by late 2008 are still-
largely being built. They alone will ensure that a sizeable
part of the group’s peeds for space can be satisfied.

Landlords are proving 1o:be more amenable to negotiatio’h

than in the past and this will allow the group to secure

additional benefits in-some of the leases it concludes or
reNews.

“open’ shoppmg:
- /areas were beCQmmg more common. While this design

~perhaps for Isolated store
_congcept locall y is quesﬁo/ )

The Group has made firm commitments 10 opening stores

in the 2010 year in the following new malls (among others):

SIGNIFICANT TRENDS IN PROPERTY.

DEVELOPMENT FOR RETAILERS

It was mentxcned in the 2008 annual report that low-rise
res vv:ih sizeable ground-level parking

concept may in some mrcumstances be successtul; it has

/ - been shown in the past year thcrt it is not the optimum

model for the tradmg unrts of the Faaoh:m group, except
nd /gengra!ly the viability of the

While in its mfancy in South Afnca there is a move
~ internatio

owards the design and construction

of shoppm’ / ntres that piac:e’greater emphasis on
sustainable use of na‘(ural resources. Locally, landlords
are begnnnmg to assess the impact of ‘greening’ their new
and existing buildings. The revm@d de% ign model wi

At the same time landlords are cons denng the mtroduo’c:on
of ‘green’ leases for tenants,

External vérifiéafiQ11 of /th’e/adopted eco-friendly measures
may result in graded buildings achieving ‘green star’

certifi caﬁon In the current economic climate, the concern
of :ncrementai costs to Iandiords and tenants may well
o | ementcman @f th;s initiative.
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ps during the reporting period are
’héaded ‘succession” below.

were oonsutuied as 10 |ovv

sene ag avaluable i sd@ o ‘rh antrenc hment of strong
| S5 throughout the group.




The non-executive directors come from diverse
backgrounds in commerce and industry. Their collective

experierce enables them to provide sound, independent .
and objective judgement in decision-making that isinthe =~
bestinterests of the group: They are ultimately responsible
forthe performance of the group, its long-term 3ustaimab%éf,

growth, and the enhancement of shareholder value.
They review and ratify the group’s strategy in addition to
monitoring and measuring: its performance and executive
management against key performance indicators: They
provide opinion and advice regarding the group’s financial,
audit, governance and risk- management controls. In
order to ensure sustainable leadership they revrevv group
transformation and succession planning a rlevels,
and provide input o the remuneration procebsA .
E Osrin retired as Qhasrman with effect from

31 March 2009 and D M Nurek, previously Deputy
Chairman, was-appointed as chairman. Hels an
independent non-executive director. The roles of the
Chairman, D M Nurek; and the Chief Executive Officer,

A D Murray, are separats, with a clear division of

responsibilities. Both provide leadership and guidance to
the cormpany’s board, encourage deliberation on alt matters

requiring the board’s attention, and obtain optimuim nput

from the other directors. Al directors exercise unfettered

discretion in the fulfiiment of their duties, resulting in
constructive debate at meetings that continues to vield
well-considerad decisions; :

Newly appointed non=executive directors hold office only

until the next annual general meeting, at which time they

retire and become eligible for re-election as directors. Each

. year, one-third of the existing board members are sub ect

~ loretirement by rotation and are eligi '

~ directors by the shareholders. Non-exs

_have no fixed term of employment and the performance of
all directors is subject to annual peer review.

Aformal induction: programme for new directors is in place
with the objective of maximising their understanding of the

group and enabling them immediately to provide input and ji

make well-informad decisions.

Board meetings
The board typically meets quarterly in Gape Town, and

further mestings are held at short notice when necesssary‘/ :

The board and its committees are timeously supplied with
comprehensive information 1o enable them to undertake
meaningful discussion and effectively discharge their
duties. All directors have unrestricted access to the

s jcempéhy éecretary’ and all company tecords as well as to
: : /lndepe dent professnonal advac:e at the company’s éxpense

propnate ercumstances

’Bcard evaluatlons

: An annual evaluat‘ n c;rf the board is undertaken by the
Chalrman by means of a qu

: {members The results are collated by the Chairman and
’feedback is prav;ded to the full board, These are minuted

sfionnaire sent to all board

and ava[lable for scrutmy by xternal auditors,

This annual evaluatnon is cor sive, encompassing
all aspects of the board’s r@SDOHSibIMIGS It covers both
individual member contributions and the effe

the board as a whole, The results of the >

non-executive directors are separately tabu

to gauge ,any areas of difference in perc

The areas

have

: ac‘uon is taken to rect fty

FOSCHINI GROUP ANNUAL REPORT 2009 93




.msmmi@m"‘ ﬁhamhcsidmgﬁ
1 hold nga, Share options, and /
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The direct and ine
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T 'ﬁvutved in
sitive h@gotxatzc"ng The company
' \s,ec,r@‘;.ary notifles all directors and employees prior to
the commencament of the closed rading periods of the
probiblicns o m u;i ’ﬂ the ihslder Trading Act relating
Lo shate dealing
Informal
we dealings are disclosed 10 th

JSE Limited and communicated

Hews servce, SENS. These dealing:
el me@isng Therc s avproc:»aﬁss

in @r'or clearance %:s%fore d@a ing in the
. Alllransactions are conducted at the
onthe JBE Limited,

t in possession of price-sensitive

28 February 20@9 .

P S Meiring was appointed as an execu

effect from 1 Aprn 2009,

SLre




Board attendance

The attendance of the directors at board meetings and baard ccmmtttee meetmgs for. the ﬁnanmal y@ar was as follows:

Audlt: Remuneratlan, ’ Rvsk
Gommittee

Board Committee

Jransformation
Committes

Nommattms

Commsttee ~ Committee

_ Number of meetings 4

by invitation " appointed 1 Jdanuary 2008 2 appointed 26 May 2008

* resigned with effect from 14 April 2008 s retired with effect from 3 September 20@8 nes retlred with effent from 31 March 2609

The main board of directors has delegated Speciﬁc
responsibilities to board committees, each with its own terms
of reference that define its powers and duties. The board
‘commitiess meet mdapemdemﬂy and report' ack t the board
through thelr chairpersons. Al commlttees arec

endent non-exective direcor. The compositior of these

ees |s> r@ﬂ@cted eatlier in this report

Audit committee report

The committee fs-governed by a formal audit committee o
charter that complies with the reguirements of King I This,{; i

charter guides the committee in terms of its ob}echves
authority and responsibilities.

The role of the audit commities is, inter alia:

¢ 1o review the effectiveness of the group’s systems of

internal control, including internal firancial control and
fisk management, and to ensure that effective internal
control systems are maintained;

to ensure that written representations on internal
control-are submitted to the board annually by all

/dzvnsranal ma gmg Jrectors amd general managers
_ (these. bemg representations that provide assurance on
the adequa and eﬁechvene%s of the group’s systems
of mtemaf control),

1o momtor and supervise the effective functlo ing cmd
performance of the internal auditol
to ensure that the scope of the mteméa\i'rraudlf function
has no limitations imposed by management and that -
there is no zimpairmem of its independence,

St evaiuate thse mdependenoe effectiveness and

o ,performance of the ¢ xternal auditors and obtain

_assurance from the auditors that adeguate accounting
. /recc:)rds are bemg mamtamed .

nal au ;tort; on an annugl

/to ensure that the respecnve mles and functions of

: external audit and mtefna! audit e,{suﬁzc&enﬂy clarified
 andco- ordf, ated; and

to revnew ﬁnancxal statements for proper and complete

. d;sc!osure of timely, re"b!fa ind consistent information
and to c;onﬁrm that the acsomtmg policies used are
appropnat .
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and, the committes consisted
Honexecutive direciors. 1 typically
enm’ﬁ“ tw \e; arnually This y%r athird mesling was
%u«f@ S : > ol visks and the ris
management Ss isell @Qutw@ directors, mem
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ndependentiy of management, members
e mcot seperataly with the external

s that it has carred out its
e Laws Amendment Act

1ms 0f engagemient ang fecm to be
ng. and

hatire and exernt of any non-audit

| the external auditors may provide to the

It ihe 6L listings reqguirerments, the
, zgzda, the abproprinteness of the
rieroe of the Financial Director of ths
Lannualbasis
Bdurement; the comimities
{6 Slain, the group financial director,
Bxpertise and experience to
s 1 that posr"*ore

The key man
ol

ol the committes Is 1o compile
s Inaccordan ith *h@ group i»:

contin
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ﬂ c;‘? %ké%ts that consistently achieves
19% oo;@ciw% and targets.

Ao emain an eniplover of choice, and -

manageme=nt smpioy@e share moentve chem@ﬂs il
general salary quudelmes acro\ .

Rlsk cemm:ttee

5 respon3rbie for nsk maj/ igement, while

f’dxw»:ton and Qperationai mana m@r*t are accountable

the beafd for this pmcess :

roup ha ’: ’depted an mg@:rxg, syst@n atic and
documented rtsk maﬁagemem process that ensures that all
material risks are identified, evaluated, effectively managed,
and where this Is practical, quantified. This process s
undertaken within eaoh duws&on as well as by tt

. jas a whgle
: /: Aﬂ 5l gnmcant pro;ects undeﬂakeﬁ by the gmup are sub &eet

the pracess of nsk mdnage ent and the system of
- iamat Contm} are reqularly revxewed for eff @ctxven@s}s,




aformal tisk assessment is undertaken annually;
there is:an adequate and effective system of internal

controlin place 1o manage the more significant risks -

faced by the group.1o:an acceptable level;
there is a documented and tested process in placé

that will allow the group to continue its critical business

processes in the event of a disaster, inter alia the
destruction of a distribution centre, head office, or
computer facility, that affects its activities;
arisk register is:maintained and kept up to date; and
approptiate insurance cover is placed and regularly
reviewed, and that all uninsured rzsks are revuewed and
managed. ;
The risk committee comprised two independent non-
executive directors and two executive directors as at the
financial year-end. Meetings are held four times a year.

Nominations committee

This committee is governed by a formal charter to.ensure”
that there is a process in place to identify and assess new:

executive and-non-executive directors fairly and thoroughly’ =

The committes’s responsibilities include:

» reviewing the board structure, size and composition: - -~

& . sUccession planning;
e reviewing the balance between non=executive and
executive directors;
ensuring that the directors have the reguired blend
of experience, skms and knowledge to guarantee the
~ continued sucoess of the group; and

cormpliance with the prmp!es of good govemcmce and

the code of best practice.

This committee met twice during the yearﬁ As at the
financial year-end; it comprised three indépendent non-
executive directors and the Chief Executive Officer.

Transformation committee

in-aformal charter

The committee has established a broad-bagsed BEE
strategy aligned to the Broad-based Black Economic
Empowerment Act of 2003 and the associated codes
of good practice; including a BBBEE-level contrdbutor
target with timelines. Clear guidelines have heen defined
for each of the seven elements of BBBEE, being equity
ownership; management control, employment equiity;

skfil{lsdevzelopméhi,/ preferential procurement, enterprise

_development and socio-economic development.
The committee has é’ri ongoing respcjns‘bility to monitor

and review all aspects ot the group 's BBBEE strategies
and to ensure the achuevemem of ats targets. In-order to

" attain these targe‘ts sub—comm;ttee% for each of the seven
- elements have been estabt;shed Wi h meetings faking
~ place at least quarter&y

/The transformatlon Committee ‘which, as at the financial

year~end c:ompnsed three non-executive directors and two
executive dfrec‘cors, meeis twice annually.

THE OPERATING B
DIRECTORS OF THE

The operating board is responsible for the group’s strategy
formulation, as well as the day-to-day management of

all aspects of the operat;ons of the trading and service
divisions.

: Currenty the aperatlng b@ard is respons’tblo forall

operational matters in relation to the group's fashion
retailing and ﬁnanc:at services busmesaes and support

- functions, lncludlng but no’c hmsted to.

® merohandlse sourc;mg, buyxr‘g, ammng, warehousing
 and d*strtbution : «

& store lc:\catson, easmg, operations desngn and

- archltecture, : ,
human resaurce recrurtmem Tra ining, development and
remuneration

information: systems acquxsxt on, dwelopment and
mamtenance

credit management and cuétomé’r reiatiomship ,
management and systems;

financial management and administration;
/stra‘tegtc pl an formulahon devolopme,m execution and
: reﬂnement : =
= deve!apment rewew and af:huevement of budgets
in relation to sa!es opera’nng expemsesg and capital
ok xpenditure - :
: e ent;fxcatxeﬂ assessmen‘[ mmqat Ozj, and management
of nsk
development and reﬁnﬁmen’c of busmess philosophy
and the value system;
: deveiopmem, m,omtonng,and audit of internal controls;
de\(é{opment, ’revjév\% and implementation of the
employment equity plan;

FOSCHINI GROUP ANNUAL REPORT 2009 97



develabirien) mo n;tofmg of operational pc; icles and

roup are listed below,
. G regardl nq m\/@%‘zmem
it r@fzmammg aqdyr@sﬁ cturing, in

creating solutions culmina mg in
and customer satlsfactlon

b and achi evab!e tame fm mes; am:%

,/mfc,am suppoﬁ for our local apparel

Detalled Tation of the operaling board and thelr e suatam@‘d eichancien

credentials appoar on pages 12 and 13 o . ‘
Sup Loglstics section of




trends
Risk
The misteading of fashion trends by the merchandise tearms.
How we manage this risk

¢ development and retention of talented merchandise
teams who keep abreast of global fashion trends;

extensive input from international fashion fairs,
consultants; the internet as well as local fashion
research;

based in the southern hemisphere, benefmng fmm the
knowledge of the forthcoming season’s successful
trends in the northern hem(sphere, and

utilising advanced systems to ensure that purchaamg
volumes are correct.

Information technology (IT)
Risk :
Ever-increasing reliance upon computer sysmms

necessitates a stable, secure and umnterrup‘ted computw

infrastructure.
How we manage this risk

* constant senior management review and updating of
the IT strategic plan;

maintaining a comprehensive, regularly-tested disaster
recovery plan that should provide seamiess computing
capacity in the event of a disaster, involving the
establishment of secure computer suites in separate
locations with adequate capacity to provide backup
access to critical systems;

strict change controt procedures for all system
snhancements;

conducting risk assessments for all significant projects:
ensuring that access controls are implemented and
enforced; :

ongoing consalidation and standardisation of
applications and infrastructure technology;

an-ongoing up’grade and technology ‘refresh’
programme 10 ensure that our applications and
rnfras‘tructure are current and supported;

instiling employee awareness of the need for responsible
use of computer facllities (all employses being required
to abide by a formal computer code of conduct);
ongoing emphasis at all levels on enhancing T security
from all potential threats, both internal and external: and
adopting strong IT governance policies and best
practice IT service delivery models:

Lrime

Risk .

Crime, particularly armed and violent crime, which

continues unabated, creating losses and, in particular,

trauma to our staff.

How we manage this risk

o continually reviewing security at stores:

¢ providing staff training on how to deal with-armed
robberies;
maintaining a strong focus on syndicated identity fraud
via a dedicated forensics department;

 maintaining regular communication with anti-crime fora
1o ensure that we mmlmise the 1mpact of crime in all of
'lts forms; and

U tnl, ng an anonymous toll- free whistl@vbiowmg facility
for the reporting of criminal acts (de alls of which are
 contained later in this report).

Shortage of skills and expertise
Risk

Without insightful, specialised and talented staff at all levels,
our continued success and growth through innovation
would be endangered.
How we manage this risk
* maintaining an effective nominations cormnmittes
for succession planning and appointment of senior
executives and board appointments;
ensuring that processes are in place to attract, retain
and develop high-quality staff within an environmerit
that can satisfy ambition; and
having access téia/pécl of skills in all key areas via our
divisionalised structure, which lends itself to seamless
resource transference.

Bad debts

Risk ;

Within the context of the current financial anvironment and

the threat of escalating unemployment, there is a risk of

increasing bad d?bt

How we manage th/s rfsk

Account angznation

®  Credit apphcattons are reviewed for fraud indicators,
and assessed agams’t NCA-compliant internal

scorecards, credit bureau scores, and verification of
employment where necessary.
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Internal Auditing, determine
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Whistle-blowing

A whistle=blowing facility has been in place since
February 1998 for the reporting of suspected fraud and
unethical behaviour, Use is made of an outsourced,
anonyimous; toll-free hotline . Alfreports are submiitted

to the centralised risk management department, which
ensures that all incidents are logged and resolved. A
minimum reward of RS 000 is paid when follow-up
confirms evidence of fraud or unethical behaviour. There
is.a strong focus on staff awareness of this facility through
regular distribution of informational cards and posters.

An additional reward of R10.000 is paid twice annually to
a randomly-selected staff member who has already been
awarded the R5 000 reward.

During the year 113 reports were received, resulting in
27 dismissals:

LEGAL COMPLIANCE

The compliance function’s purpose is to provide assurance
to the board that the group is compliant with applicable
legislation:

Within the group, the compliance function s split into three
areas: one area focuses on general compliance and on the
co-ordination of group compliance, another on retail creclit
compliance, with the third focusing on.compliance within
the RCS Group.

The past few years have seen a flurry of legislative activity
with new laws; amendments to existing laws and draft
laws,

New pieces of legislation that will affect the group include
the following: g
o Consumer Protection Bill;

s - Companies Act;
s . Protection of Personal Information Bill: and

» - Reagulation of Interception of Communications
Amendment Bill.

The group has working groups in place to ensure that once

these laws are effective, we will be in a position to comply

with their provisions.

Ongoing changes to fiscal legislation are monitored and

implemented by the group’s tax department.

The draft of King lll s also being closely monitored to ensure

that:the group willbe compliant once it is in its final form.

The group compliance officer gives report-backs at each
audit committee meeting:
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s The ;aremus[ prevall g share i}DtOﬂ scheme was

 replaced f:iurmg the year with a share appreciation rghts
~ scheme. This aligns reward wi + the long-term inferests
ot shareholders. Allocations are considered annually
_ and are based on the reciplent’s level of responsibility,
_package and individual performance. Participants are
allocated rights based on the appreciation in valuca of
FOSLhIﬂI 5 shdres over a th :

performance criteria by the gmb{p‘
Other benefits

/Certam key execu?wes have 0 senvice contracts o
ensuﬁs stabi lr'ty and cgnimurty m i sanagemcm t@a s

i N ~exewtxvc d!recmrs are p&ud

i addﬁt@r*ai fees payable for their level of

i’*e&»p()ﬂ‘ulbﬁ ty and corr mtttee membemh i Th@y do not
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meetmg% in Cape Town,
Exfernal oomsultants assist in providing market inforration
;elatmg to remun i t;on foa“ non-executive directors.

:engaggmeni with all

/,civnneo‘n@ﬂ str ives o ster soun r@ifzt*o nshins EEZW@@R
: the Compan and the ;nvestme commumtv Invitations
_are extended to memb@rs of the Investment Analyst

resurt‘s presen*aﬂons to provide them
wﬂh timeous and rei@vam information regarding financial
erfcrmance nd praopects Exacutive directors and senior




management are accessible to investors, and regular

meetings are held with local and international sharaholderé, ’/
both current and prospective. Price-sensitive information is

distributed via the \JSE Limited’s SENS and made a\/a“abiﬁ / o : groups Susta&ned aCCGSS 1o the merchamdlse andservices

o /zthey provrde Wﬁﬁl th framework itis necessary to
,Ccfnvey to supphers the gmu szstandcirds regarding ethical
:conduct and legal comphanse. Of i increasing importance

. is the groups requ&rement to know the suppliers’ BBBEE-

simultaneously via the Foschini group website.

A wide variety of information is made avallable to staff -
members through the group’s infranet; including the
group’s code of ethics, mission and values, HIV/AIDS
policy, medical aid information, internal recruitment
opportunities, environmental policy and initiatives, reporting

The group’s primary means of communication
Stakeholder

Institutional sh’aréholyders
and investment analysts

,Sharehoidefs

Government & regulatory
authorities

TICAL PARTIES

No donations are made to political parties,

of fraud and theft,{: ¢
: announcement

xual hai‘éssment policy and staff

Ongomg c:ommumcat