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Sale of  
merchandise 
up

11%

Operating 
profit  
up

12%

Operating  
margin  
reaches

34%

Headline earnings  
per share  
up

14%

Diluted  
headline earnings  
per share up

15%

Dividends  
for the period  
up

19%

Return  
on equity at 44%

2nd place in the ‘Emerging Market 
Retailer of the year’ category in the 
World Retail Awards 2009 

7th in the Ernst & Young Excellence in 
Corporate Reporting Awards 2009 

Qualified for inclusion in JSE Socially 
Responsible Investment Index for the first 
time

Financial Highlights

Achievements
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The Truworths business model is driven by a philosophy that 

has been developed and refined over many years in pursuit of 

a unique approach to achieve sustainable growth in a complex 

and fast moving retail fashion environment.

This philosophy defines the contribution we passionately pursue, 

namely fashion, and gives the company direction around which 

we build our intellectual capital. It consists of our purpose, 

values and vision.

The purpose defines our customer and key offering. Our values 

shape the culture and behaviours required, in order to achieve 

our purpose. Our vision is how we measure ourselves and 

determine the success of our business philosophy.

Our Business Philosophy

the essence of  
what we stand for
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OuR PuRPOSE 

Youthful fashionable South Africans want to look attractive 
and successful and feel enthused with confidence. To this 
end, Truworths entices them into the most exciting, visually 
appealing real and virtual retail environments where they 
can shop effortlessly for an innovative and adventurous 
blend of colour, fabric, value and fashion styling of 
international standards.

OuR VALuES 

Our values are at the core of our business. It guides the way 
we do business and how we interact with our stakeholders.

Through our values, together with the consistent 
application of policies, practices and codes, we seek to 
achieve the highest standards of business ethics and 
integrity.

Our values have been developed together with our 
employees, and the ongoing induction of new staff serves 
to entrench the values into the culture of the Group.

OuR VISIOn

FOR OUR CUSTOMERS

‘Truworths will be the first place I go when I want quality 
fashion that makes me look attractive and feel successful 
because shopping at Truworths is effortless and I am helped 

by lively and committed people.’

FOR OUR SHAREHOLDERS

‘We are long-term investors in Truworths because we trust 
in management’s capacity to execute innovative strategies 

which deliver significant real growth year after year.’

FOR OUR EMPLOYEES

‘I am totally committed to Truworths because I am always 
encouraged to offer innovative ideas which contribute to 
the ultimate purpose of Truworths. As a result Truworths 
is generous in recognising my role as an effective team 

member.’

VALUES
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Ordinary share performance  
(cents per share) %

Basic earnings 337.2 295.6 14

Headline earnings 337.6 295.6 14

Diluted basic earnings 331.3 289.6 14

Diluted headline earnings 331.7 289.6 15

Cash equivalent earnings 377.6 313.9 20

Dividends 171 144 19

net asset value 835.7 681.8 23

Market price 3 690 2 190 68

Key financial ratios 10-year average

Gross margin (%) 55 55 53

Operating margin (%) 34 33 27

Return on equity (%) 44 48 35

Inventory turn (times) 6.1 6.5 6.0

2008
53 weeks

2009
52 weeks

2009
52 weeks

2008
53 weeks

%
change

$m $m Financial summary Rm Rm %

773 690 Sale of merchandise 6 247 5 651 11

257 234 Operating profit 2 114 1 880 12

176 158 Profit for the period 1 434 1 284 12

175 159 Headline earnings 1 436 1 277 12

187 156 Cash generated from operations 1 415 1 370 3

490 568 Total assets 4 506 3 903 15

1 246 2 114 Market capitalisation 16 788 9 921 69

FORWARD-LOOKInG STATEMEnTS

Group Financial Highlights

note:  The above Statements of Comprehensive Income and Cash Flow amounts have been translated at an average of R9.05/uS$1  
(2008: R7.31/uS$1) and the Statements of Financial Position amounts have been translated at a closing rate of R7.94/uS$1  
(2008: R7.96/uS$1).

This report contains certain forward-looking statements with respect 
to the financial condition and results of operations of Truworths 
International Limited and its subsidiary companies. By their nature 
these statements involve risk and uncertainty because they relate to 
events and depend on circumstances that may occur in the future. 
Factors that could cause actual results to differ materially from those 

in the forward-looking statements include, but are not limited to: 
global and national economic conditions; changes in trading space; 
interest rates; credit and the associated risks of lending; merchandise 
clearance rates; inventory levels and inventory turn; gross and 
operating margins achieved; and competitive and regulatory factors.
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Group Profile

Truworths International is an investment holding and management company listed 

on the JSE Limited and Namibian Stock Exchange since 1998. Its trading subsidiaries, 

Truworths Limited (Truworths) and Young Designers Emporium (Pty) Limited (YDE), 

are engaged in the retailing of fashion apparel and related merchandise. 

ABouT TRuwoRThS
• Internationally inspired fashion is offered through multiple 

brands 

• Fashion appeals to women, men, teenagers and children

• Fashion merchandise is showcased through emporium stores 
housing a collection of brands in one store

• A high market share in both ladieswear and menswear

• 464 retail stores in South Africa 

• 10 stores in Namibia

• 4 stores in Swaziland

• 24 franchise stores in Africa and the Middle East

• Account base exceeds 1.8 million active customers

• Strong supporter of the domestic clothing and textile sector 

• High levels of local content merchandise

ABouT YDe
• Markets merchandise of emerging local designers and 

suppliers on an agency basis

• Currently offers a trading platform for 93 designer labels

• 17 stores in South Africa 

• Supports the growth of local fashion and clothing 
manufacturing industries

8  •  Truworths International Limited Annual Report 2009



Group Strategy

Strategic objectives have been identified to deliver sustained growth in revenue 

and profitability and enhance long-term shareholder wealth. These strategies are 

consistently applied, while shorter term operational objectives are developed and 

implemented each year to deliver on the strategic objectives. All our strategies are 

underpinned by sound operational, risk and governance processes and our values 

guide all business practices and interactions with stakeholders.

STRATEGIC OBjECTIvES FOR 2010

FASHIOn
Manage the risk of fashion from concept to customer and apply a merchandise strategy 
that offers an extensive range of styles and innovative fashion

SUPPLY CHAIn Enhance efficiencies along the supply chain to reduce lead times in the merchandise cycle

CREDIT Manage the risk of credit and use credit as an enabler of customer base and sales growth

STORES
Expand the national presence of emporium and specialist niche stores through prudent 
growth in trading space

SERvICE
Provide excellent service and entrench customer relationship management to attract 
and retain customers

GROWTH
Grow organically and also seek opportunities for strategic acquisitions in aligned 
businesses to extend the customer offering

FInAnCIAL Enhance returns to stakeholders through efficient financial and capital management

EMPLOYEES
Create a values-driven culture which rewards individual and team performance and 
focusses on staff development

TRAnSFORMATIOn Enhance transformation through improved broad-based black economic empowerment

SUSTAInABILITY Integrate sustainable development and environmental practices into business processes
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Investment Case

Truworths International offers an attractive proposition for investors wanting exposure 

to the South African equity market, the retail sector and more particularly the fashion 

apparel industry. The following themes motivate an investment case for the Group, 

without considering factors such as the economic environment, trading conditions 

or any risks associated with the country or the retail sector.

FOCUSED STRATEGY AnD BUSInESS MODEL

• Focused on one business: retailing of fashion clothing and 
accessories

• Focused on one customer profile and not multiple market 
segments

• Owner or long-term licensee in respect of all in-store 
brands

• Credit offered across all brands to facilitate sales growth

• Low cost operating model and internal culture of cost-
consciousness

• Integrated retail and operations structure

• Strong organic growth complemented by acquisitions to 
extend fashion offering

ExPERIEnCED MAnAGEMEnT TEAM

• Operating board directors have an average of 16 years 

company experience

• Strong divisional and executive management leadership 

teams

• Succession management plans in place for senior and 

middle management

• Executive development programmes aimed at growing 

leadership talent

SUSTAInED PERFORMAnCE AnD WEALTH CREATIOn

• Track record of consistent sales and profit growth

• Compound headline earnings per share growth of 29% 

over the past 10 years

• Compound dividends per share growth of 29% over the 

past 10 years

• Sector-leading gross and operating margins

• Strong free cash flow generation

• Strong returns on equity (ROE)

• Capital management programme enhances earnings and 

maintains industry leading ROE

• Healthy statement of financial position

MARKET LEADERSHIP In FASHIOn

• Proven ability to manage the risk of fashion consistently 

• Inventory turn one of the highest in the industry

• Ladieswear Retail Liaison Committee market share at 
20.9%

• Menswear Retail Liaison Committee market share at 18.7%

• Exclusive fashion brands across all retail formats

• Diversified and balanced brand portfolio
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ABILITY TO MAnAGE THE RISK OF CREDIT

• Debtors’ book managed to optimise profitability

• World-class credit management systems and credit 
scorecards

• Centralised credit granting and approval processes

• Debtors’ book internally funded 

• Account base exceeds 1.8 million active customers

nATIOnAL STORE FOOTPRInT

• 495 stores located in prime positions across southern Africa

• Emporium stores house multiple brands in one store

• Emporium store format encourages cross-shopping across 
brands

• Strategy of selective growth in trading space

• Highest trading densities in apparel sector

EMPLOYER OF CHOICE In FASHIOn

• Recognised as an employer of choice in the fashion industry

• Incentives recognise individual contribution and team 
performance

• Commitment to staff training and personal development

• Values-driven culture ensures staff alignment with our 
vision

ADHERInG TO BEST GOvERnAnCE PRACTICES

• Governance practices compliant with King ll 

• Strong independent board and committee structure

• Track record of excellence in corporate reporting

• Risk management process embedded across the business

COMMITMEnT TO SUSTAInABILITY

• Constituent of JSE Socially Responsible Investment Index

• Ongoing progress with transformation: 90% staff black 
and 72% female

• Strong supporters of local textile and clothing industry

• High social responsibility and environmental awareness

• Significant contributor to the fiscus through corporate and 
indirect taxes

• Consistent creator of employment opportunities
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Building Our Brands

1917 • The Alliance Trading Company opened its first store in 
Cape Town

1930s • name changed to Truworths Fashion House
• The opening of the second Truworths store 

1940s • Manufacturing of merchandise in South Africa

1950s
• Opening of 80 stores
• Introduction of credit
• Milestone of R1 million in sale of merchandise

1960s • Opening of TRu Boutique stores

1970s • Growth from 80 to 280 specialised boutique stores

1980s
• Formation of Wooltru Group
• Daniel Hechter, Inwear, Truworths MAn and Fine Jewellery 

are launched

1990s
• Elements cosmetics, LTD and Identity are launched 
• ‘Made in the World’ is launched
• Truworths International listed on the Johannesburg Stock 

Exchange

2002 • Truworths International unbundles from Wooltru Group 
• The first MAC cosmetics format within a Truworths store 

2003 • Acquisition of 75% of YDE for R26 million

2004
• Emporium store concept introduced
• Ginger Mary eclectic clothing brand is launched 
• YDE and Identity launch credit

2005
• Introduced promotional line ‘For the Love of Fashion’
• Acquisition of the remaining 25% of YDE for R26 million
• Truworths reaches 300 stores
• Achieves R3.1 billion in sale of merchandise

2006
• Operating profit exceeds R1 billion
• Lucia Rosati Italian ladieswear brand is launched
• First Ginger Mary concept store
• Acquired 51% of uzzi for R29 million

2007 • Identity reaches 100 stores 
• Dividends for the period exceed 100 cents per share

2008 • number of stores exceeds 450
• The remaining 49% of uzzi is acquired for R65 million

2009
• Sale of merchandise exceeds R6.2 billion
• Operating profit exceeds R2 billion
• Account base exceeds 1.8 million active customers
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A Sustainable Future In Fashion

Transformation and broad-based black 
economic empowerment (BBBEE) are 
key elements of sustainability in the 
South African context, with the focus 
on redressing past socio-economic 
imbalances.

Sustainabil ity is also synonymous 
with good corporate governance. 
Management aims to ensure that 
sustainable development principles 
underpin all business activities and that 
the Group acts in a socially responsible 
manner towards its stakeholders in 
delivering positive social, economic and 
environmental benefits.

SUSTAInABILITY HIGHLIGHTS FOR 
2009
• Qualified for inclusion in the JSE 

Socially Responsible Investment Index 

for the first time

• Continued progress in implementing 

BBBEE, with notable improvements 

in preferential procurement and 

enterprise development 

• Established an enterprise development 

trust fund to support black-owned 

businesses in the local supply chain

• Developed a new employment equity 

plan for 2009 to 2014 

• Continued to transform the work 
force: 90% of staff are black and 
72% female

• Trained over 7 000 employees, of 
which 89% were black staff

• Ongoing support of the country’s 
textile and clothing manufacturing 
industry, with more than half the 
fashion apparel being sourced from 
local suppliers

• Continued participation in the Carbon 
Disclosure Project

• Measured the Group’s carbon 
emissions for the first time

• Created 302 new permanent jobs

SUSTAInABILITY InDICATORS 2009 2008

Wealth created through economic value added (Rm) 3 380 3 030

Return on equity (%) 44 48

Job creation 302 133

Broad-based black economic empowerment rating Level 7 Level 7

Employment equity: black staff (%) 90 88

Corporate social investment disbursements (Rm) 5 3

The Sustainability Report on pages 107 to 122 contains further information on the Group’s progress in implementing sustainability 
practices over the past year, as well as a detailed table of sustainability indicators. 

The Group is committed to investing in sustainable development and recognises that 

as the economy prospers so too should the retail and fashion industries, enabling the 

business to grow and be sustained into the future. 
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Delivering On Our Objectives For 2009 

OBjECTIvES FOR 2009 ACHIEvEMEnT

Continued organic growth through 
extension of existing ranges and new 
concepts

• Ladieswear Retail Liaison Committee market share increased to 20.9%
• Menswear Retail Liaison Committee market share increased to 18.7%
• Comparable store sales growth of 5%

Ongoing focus on the processes to 
manage the risk of fashion

• 11% increase in sale of merchandise 
 (13% excluding the additional trading week in the prior period)
• Gross margin maintained at 55%

Expanding Truworths by introducing 
more emporium stores  and 
expanding the number of Uzzi 
departments within Truworths 
emporium stores

• Continued capital investment in stores – 18 Truworths, 19 Identity, 10 uzzi and 
1 YDE stores opened

• 14 stores renovated or extended
• R129 million capital expenditure on store development
• 495 stores at the end of the period
• 23 uzzi departments within Truworths emporium stores

Continued expansion of IDEnTITY 
stores and merchandise ranges

• 20% increase in sale of merchandise
 (23% excluding the additional trading week in the prior period)
• Comparable stores sales growth of 11%
• 141 stores at the end of the period
• Trading space growth of 19%

Capital investment in distribution 
capacity

• upgrading and expansion of the distribution capacity is in progress and should fulfil 
requirements for the next five to seven years

• Capital expenditure of R7 million on upgrading current warehouse
• Total estimated capital expenditure of R114 million for the new distribution centre 

(R29 million spent during the 2009 period)
• new distribution centre is scheduled for completion in the second half of the 2010 

financial period

Maintaining world-class credit 
management through continued 
investment in credit systems and 
continued acquisition of new accounts

• 3% growth in account base to exceed 1.8 million active customers
• 90% qualifying payment percentage (one of the highest in the industry)
• 84% of active account holders were able to purchase at the end of the period
• 39% of applicants were granted credit

Improvement in efficiency ratios 
throughout the business

• Operating margin reaches 34%
• Return on equity remains at a high level of 44%

Tight expense control • Expenses as a % of sale of merchandise was maintained at 33%
• Expense growth for the period of 11%
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Period
number of weeks

10-year 
compound

 growth 
% 

2009
52

Rm

2008
53
Rm

2007
52
Rm

2006
52
Rm

2005
52
Rm

2004
52
Rm

2003
52
Rm

2002
53
Rm

2001
52
Rm

2000
52
Rm

STATEMEnTS OF COMPREHEnSIvE InCOME
Sale of merchandise  17  6 247  5 651  4 858  3 816  3 115  2 719  2 306  1 984  1 595  1 417 

Cost of sales  17  (2 817)  (2 568)  (2 166)  (1 765)  (1 443)  (1 287)  (1 141)  (949)  (759)  (677)

Gross profit  18  3 430  3 083  2 692  2 051  1 672  1 432  1 165  1 035  836  740 

Other income*  153  146  123  81  58 – – – – –

Trading expenses  16  (2 083)  (1 874)  (1 543)  (1 178)  (985)  (834)  (761)  (676)  (622)  (579)

Depreciation and amortisation  9  (109)  (96)  (82)  (74)  (65)  (69)  (67)  (58)  (48)  (48)

Employment costs  13  (672)  (600)  (539)  (442)  (384)  (349)  (304)  (271)  (240)  (216)

Occupancy costs  15  (496)  (415)  (361)  (272)  (232)  (201)  (179)  (163)  (152)  (140)

Trade receivable costs  28  (432)  (464)  (280)  (156)  (107)  (81)  (79)  (61)  (69)  (70)

Other operating costs  16  (374)  (299)  (281)  (234)  (197)  (134)  (132)  (123)  (113)  (105)

Trading profit  25  1 500  1 355  1 272  954  745  598  404  359  214  161 

Interest received  23  614  525  345  290  234  148  144  89  75  65 

Profit before finance costs, discontinued operations and tax  24  2 114  1 880  1 617  1 244  979  746  548  448  289  226 

Finance costs  –  –  –  –  –  –  (1)  –  –  (2)

Profit before discontinued operations and tax  2 114  1 880  1 617  1 244  979  746  547  448  289  224 

Discontinued operations  –  –  –  –  –  15  (1)  5  15  (194)

Profit before tax  24  2 114  1 880  1 617  1 244  979  761  546  453  304  30 

Tax expense  (680)  (596)  (527)  (420)  (328)  (243)  (159)  (162)  (90)  (68)

Profit for the period attributable to owners of the parent  24  1 434  1 284  1 090  824  651  518  387  291  214  (38)

Minority interest  –  (7)  (10)  (1)  (3)  (1)  –  –  –  – 

Profit for the period  24  1 434  1 277  1 080  823  648  517  387  291  214  (38)

The Group information has been disclosed for the 2001 to 2009 periods. For the purposes of comparability the information in 
respect of the operating company, Truworths Limited, has been disclosed for the 2000 financial period, so as to exclude the effect 
of discontinued operations. This applies to the information contained in pages 16 to 23.

* Other income has been separately disclosed from 2005.

Ten Year Review
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Period
number of weeks

10-year 
compound

 growth 
% 

2009
52

Rm

2008
53
Rm

2007
52
Rm

2006
52
Rm

2005
52
Rm

2004
52
Rm

2003
52
Rm

2002
53
Rm

2001
52
Rm

2000
52
Rm

STATEMEnTS OF COMPREHEnSIvE InCOME
Sale of merchandise  17  6 247  5 651  4 858  3 816  3 115  2 719  2 306  1 984  1 595  1 417 

Cost of sales  17  (2 817)  (2 568)  (2 166)  (1 765)  (1 443)  (1 287)  (1 141)  (949)  (759)  (677)

Gross profit  18  3 430  3 083  2 692  2 051  1 672  1 432  1 165  1 035  836  740 

Other income*  153  146  123  81  58 – – – – –

Trading expenses  16  (2 083)  (1 874)  (1 543)  (1 178)  (985)  (834)  (761)  (676)  (622)  (579)

Depreciation and amortisation  9  (109)  (96)  (82)  (74)  (65)  (69)  (67)  (58)  (48)  (48)

Employment costs  13  (672)  (600)  (539)  (442)  (384)  (349)  (304)  (271)  (240)  (216)

Occupancy costs  15  (496)  (415)  (361)  (272)  (232)  (201)  (179)  (163)  (152)  (140)

Trade receivable costs  28  (432)  (464)  (280)  (156)  (107)  (81)  (79)  (61)  (69)  (70)

Other operating costs  16  (374)  (299)  (281)  (234)  (197)  (134)  (132)  (123)  (113)  (105)

Trading profit  25  1 500  1 355  1 272  954  745  598  404  359  214  161 

Interest received  23  614  525  345  290  234  148  144  89  75  65 

Profit before finance costs, discontinued operations and tax  24  2 114  1 880  1 617  1 244  979  746  548  448  289  226 

Finance costs  –  –  –  –  –  –  (1)  –  –  (2)

Profit before discontinued operations and tax  2 114  1 880  1 617  1 244  979  746  547  448  289  224 

Discontinued operations  –  –  –  –  –  15  (1)  5  15  (194)

Profit before tax  24  2 114  1 880  1 617  1 244  979  761  546  453  304  30 

Tax expense  (680)  (596)  (527)  (420)  (328)  (243)  (159)  (162)  (90)  (68)

Profit for the period attributable to owners of the parent  24  1 434  1 284  1 090  824  651  518  387  291  214  (38)

Minority interest  –  (7)  (10)  (1)  (3)  (1)  –  –  –  – 

Profit for the period  24  1 434  1 277  1 080  823  648  517  387  291  214  (38)

The Group information has been disclosed for the 2001 to 2009 periods. For the purposes of comparability the information in 
respect of the operating company, Truworths Limited, has been disclosed for the 2000 financial period, so as to exclude the effect 
of discontinued operations. This applies to the information contained in pages 16 to 23.

* Other income has been separately disclosed from 2005.
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Period
number of weeks

10-year 
compound

 growth 
% 

2009
52

Rm

2008
53
Rm

2007
52
Rm

2006
52
Rm

2005
52
Rm

2004
52
Rm

2003
52
Rm

2002
53
Rm

2001
52
Rm

2000
52
Rm

STATEMEnTS OF FInAnCIAL POSITIOn
Assets
non-current assets  927  848  755  574  499  449  409  429  280  291 
Current assets#  16  3 579  3 055  2 582  2 060  2 119  1 639  1 431  966  1 017  801 
Total assets  15  4 506  3 903  3 337  2 634  2 618  2 088  1 840  1 395  1 297  1 092 

Equity and liabilities
Attributable to owners of the parent  3 551  2 920  2 394  1 908  1 823  1 455  1 302  1 000  830  676 
Minority interest  –  –  10  –  13  12  –  –  –  – 

Total equity  17  3 551  2 920  2 404  1 908  1 836  1 467  1 302  1 000  830  676 
non-current liabilities  94  85  97  87  99  127  154  168  178  186 
Current liabilities  861  898  836  639  683  494  384  227  289  230 
Total equity and liabilities  4 506  3 903  3 337  2 634  2 618  2 088  1 840  1 395  1 297  1 092 
# Included in current assets:
Cash and cash equivalents  12  767  533  216  219  606  454  445  130  311  153 
Trade and other receivables  17  2 281  2 077  1 962  1 519  1 201  963  796  658  537  504 
Inventories  8  463  397  353  290  260  198  169  156  146  124 

STATEMEnTS OF CASH FLOWS
Cash flows from operating activities
Cash flows from trading and cash EBITDA*  23  1 661  1 474  1 389  1 050  820  674  481  433  274  35 
Working capital movements  (246)  (104)  (372)  (274)  (233)  (139)  (53)  (179)  (22)  (47)

Cash generated from/(utilised by) operations  24  1 415  1 370  1 017  776  587  535  428  254  252  (12)
net interest received  614  525  345  288  232  144  140  84  68  55 
Tax paid  (777)  (595)  (549)  (563)  (261)  (205)  (123)  (192)  (92)  (72)

Cash inflow/(outflow) from operations  23  1 252  1 300  813  501  558  474  445  146  228  (29)
Dividends paid  46  (683)  (575)  (456)  (362)  (266)  (194)  (118)  (75)  (53)  (16)

net cash from/(used in) operating activities  569  725  357  139  292  280  327  71  175  (45)

net cash used in investing activities**  (191)  (239)  (210)  (144)  (77)  (88)  (56)  (208)  (36)  (40)

net cash (used in)/from financing activities***  (144)  (169)  (150)  (382)  (36)  (193)  39  (46)  4  – 

net increase/(decrease) in cash and cash equivalents  234  317  (3)  (387)  179  (1)  310  (183)  143  (85)
net cash inflow from discontinued operations  –  –  –  –  –  10  1  5  15  – 
net increase/(decrease) in cash and cash equivalents for the period  234  317  (3)  (387)  179  9  311  (178)  158  (85)

*  Earnings before interest, tax, depreciation and amortisation

** Included in net cash used in investing activities:
Acquisition of property, plant, equipment and computer software to maintain or expand 
operations  (198)  (166)  (156)  (107)  (102)  (61)  (63)  (208)  (62)  (69)
net investments in subsidiaries^  –  (35)  (29)  (26)  –  (26)  –  –  –  – 

*** Included in net cash (used in)/from financing activities:
Shares repurchased by subsidiaries  (159)  (183)  (167)  (398)  (55)  (195)  (13)  (67)  –  – 

^  net investments in subsidiaries exclude minority interest loans acquired.

Ten Year Review (continued)
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Period
number of weeks

10-year 
compound

 growth 
% 

2009
52

Rm

2008
53
Rm

2007
52
Rm

2006
52
Rm

2005
52
Rm

2004
52
Rm

2003
52
Rm

2002
53
Rm

2001
52
Rm

2000
52
Rm

STATEMEnTS OF FInAnCIAL POSITIOn
Assets
non-current assets  927  848  755  574  499  449  409  429  280  291 
Current assets#  16  3 579  3 055  2 582  2 060  2 119  1 639  1 431  966  1 017  801 
Total assets  15  4 506  3 903  3 337  2 634  2 618  2 088  1 840  1 395  1 297  1 092 

Equity and liabilities
Attributable to owners of the parent  3 551  2 920  2 394  1 908  1 823  1 455  1 302  1 000  830  676 
Minority interest  –  –  10  –  13  12  –  –  –  – 

Total equity  17  3 551  2 920  2 404  1 908  1 836  1 467  1 302  1 000  830  676 
non-current liabilities  94  85  97  87  99  127  154  168  178  186 
Current liabilities  861  898  836  639  683  494  384  227  289  230 
Total equity and liabilities  4 506  3 903  3 337  2 634  2 618  2 088  1 840  1 395  1 297  1 092 
# Included in current assets:
Cash and cash equivalents  12  767  533  216  219  606  454  445  130  311  153 
Trade and other receivables  17  2 281  2 077  1 962  1 519  1 201  963  796  658  537  504 
Inventories  8  463  397  353  290  260  198  169  156  146  124 

STATEMEnTS OF CASH FLOWS
Cash flows from operating activities
Cash flows from trading and cash EBITDA*  23  1 661  1 474  1 389  1 050  820  674  481  433  274  35 
Working capital movements  (246)  (104)  (372)  (274)  (233)  (139)  (53)  (179)  (22)  (47)

Cash generated from/(utilised by) operations  24  1 415  1 370  1 017  776  587  535  428  254  252  (12)
net interest received  614  525  345  288  232  144  140  84  68  55 
Tax paid  (777)  (595)  (549)  (563)  (261)  (205)  (123)  (192)  (92)  (72)

Cash inflow/(outflow) from operations  23  1 252  1 300  813  501  558  474  445  146  228  (29)
Dividends paid  46  (683)  (575)  (456)  (362)  (266)  (194)  (118)  (75)  (53)  (16)

net cash from/(used in) operating activities  569  725  357  139  292  280  327  71  175  (45)

net cash used in investing activities**  (191)  (239)  (210)  (144)  (77)  (88)  (56)  (208)  (36)  (40)

net cash (used in)/from financing activities***  (144)  (169)  (150)  (382)  (36)  (193)  39  (46)  4  – 

net increase/(decrease) in cash and cash equivalents  234  317  (3)  (387)  179  (1)  310  (183)  143  (85)
net cash inflow from discontinued operations  –  –  –  –  –  10  1  5  15  – 
net increase/(decrease) in cash and cash equivalents for the period  234  317  (3)  (387)  179  9  311  (178)  158  (85)

*  Earnings before interest, tax, depreciation and amortisation

** Included in net cash used in investing activities:
Acquisition of property, plant, equipment and computer software to maintain or expand 
operations  (198)  (166)  (156)  (107)  (102)  (61)  (63)  (208)  (62)  (69)
net investments in subsidiaries^  –  (35)  (29)  (26)  –  (26)  –  –  –  – 

*** Included in net cash (used in)/from financing activities:
Shares repurchased by subsidiaries  (159)  (183)  (167)  (398)  (55)  (195)  (13)  (67)  –  – 

^  net investments in subsidiaries exclude minority interest loans acquired.
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Ratios

Period
number of weeks

10-year 
compound 

growth (%)
 or 10-year 

average (Av.)
2009

52
2008

53
2007

52
2006

52
2005

52
2004

52
2003

52
2002

53
2001

52
2000

52

Returns
Return on equity (%) Av.  35  44  48  50  44  39  38  34  32  28  (5)
Return on capital (%) Av.  56  65  71  75  66  59  54  48  49  38  32 
Return on assets (%) Av.  37  47  48  48  47  37  36  30  32  22  21 
Asset reinvestment rate* :1 Av.  1  1.9  1.8  2.0  1.5  1.6  1.0  1.0  1.2  1.3  1.3 
Return on invested capital (ROIC) (%) Av.  24  27  31  28  27  26  25  21  22  20  17 
Weighted average cost of capital (WACC) (%) Av.  15  13  16  13  13  13  15  14  17  16  19 
ROIC divided by WACC (%) Av.  2  2.1  1.9  2.2  2.1  2.0  1.7  1.5  1.3  1.3  0.9 

Productivity
Sale of merchandise per full-time equivalent (FTE) 
employee** (R’000)  10  973  930  843  765  707  695  622  564  471  428 
Sale of merchandise per store** (R’000)  9  12 444  12 727 11 678  10 997  9 889  9 186  8 007  7 321  5 974  5 535 
Sales trading density** (R)  9  29 307  29 965  28 802  24 719  22 335  20 481  18 120  16 428  14 329  13 082 
net asset turn (times) Av.  2  1.8  1.9  2.0  2.0  1.7  1.9  1.8  2.0  1.9  2.1 
net assets per FTE employee (R’000)  536  464  404  368  399  361  351  284  245  204 
Gross margin (%) Av.  53  55  55  55  54  54  53  51  52  52  52 
Trading margin (%) Av.  21  24  24  26  25  24  22  18  18  13  11 
Operating margin (%) Av.  27  34  33  33  33  31  27  24  23  18  16 
EBITDA margin (%) Av.  30  36  35  35  35  34  30  27  26  21  19 
Group profit for the period per FTE employee (R’000)  217  203  183  159  141  127  104  83  63  (11)
Inventory turn (times) Av.  6  6.1  6.5  6.1  6.1  5.6  6.5  6.7  6.1  5.2  5.5 
Asset turnover (times) Av.  1.3 1.4 1.5 1.5 1.5 1.2 1.3 1.3 1.4 1.2 1.3
Effective tax rate (%)  32  32  33  34  34  32  29  36  30 x

Solvency and liquidity
net cash to total equity (%) Av.  23  22  18  9  11  33  31  34  13  38  23 
Total liabilities to total equity (%) Av.  42  27  34  39  38  43  42  41  40  56  62 
Current ratio :1 Av.  4 4.2 3.4 3.1 3.2 3.1 3.3 3.7 4.3 3.5 3.5
Dividend cover (times) Av.  2  2.0  2.1  2.1  2.1  2.1  2.3  2.5  2.9  2.9  – 

Annual growth 
Sale of merchandise (%) 11 16 27 23 15 18 16 24 13 14
Trading profit (%) 11 7 33 28 25 48 13 68 33 x
Profit before finance costs, discontinued operations and tax (%) 12 16 30 27 31 36 22 55 28 x
Profit before tax (%) 12 16 30 27 29 39 21 49 x x
Profit for the period (excluding minority interest) (%) 12 18 31 27 25 34 33 36 x x

* Excludes Head Office (no. 1 Mostert Street) and its related depreciation.
** Excludes YDE stores and sale of merchandise made by YDE to customers as these sales are on behalf of the designers. YDE earns 

commission which is reported in the Group’s revenue and is also included in other income.
x % change not meaningful.
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Period
number of weeks

10-year 
compound 

growth (%)
 or 10-year 

average (Av.)
2009

52
2008

53
2007

52
2006

52
2005

52
2004

52
2003

52
2002

53
2001

52
2000

52

Returns
Return on equity (%) Av.  35  44  48  50  44  39  38  34  32  28  (5)
Return on capital (%) Av.  56  65  71  75  66  59  54  48  49  38  32 
Return on assets (%) Av.  37  47  48  48  47  37  36  30  32  22  21 
Asset reinvestment rate* :1 Av.  1  1.9  1.8  2.0  1.5  1.6  1.0  1.0  1.2  1.3  1.3 
Return on invested capital (ROIC) (%) Av.  24  27  31  28  27  26  25  21  22  20  17 
Weighted average cost of capital (WACC) (%) Av.  15  13  16  13  13  13  15  14  17  16  19 
ROIC divided by WACC (%) Av.  2  2.1  1.9  2.2  2.1  2.0  1.7  1.5  1.3  1.3  0.9 

Productivity
Sale of merchandise per full-time equivalent (FTE) 
employee** (R’000)  10  973  930  843  765  707  695  622  564  471  428 
Sale of merchandise per store** (R’000)  9  12 444  12 727 11 678  10 997  9 889  9 186  8 007  7 321  5 974  5 535 
Sales trading density** (R)  9  29 307  29 965  28 802  24 719  22 335  20 481  18 120  16 428  14 329  13 082 
net asset turn (times) Av.  2  1.8  1.9  2.0  2.0  1.7  1.9  1.8  2.0  1.9  2.1 
net assets per FTE employee (R’000)  536  464  404  368  399  361  351  284  245  204 
Gross margin (%) Av.  53  55  55  55  54  54  53  51  52  52  52 
Trading margin (%) Av.  21  24  24  26  25  24  22  18  18  13  11 
Operating margin (%) Av.  27  34  33  33  33  31  27  24  23  18  16 
EBITDA margin (%) Av.  30  36  35  35  35  34  30  27  26  21  19 
Group profit for the period per FTE employee (R’000)  217  203  183  159  141  127  104  83  63  (11)
Inventory turn (times) Av.  6  6.1  6.5  6.1  6.1  5.6  6.5  6.7  6.1  5.2  5.5 
Asset turnover (times) Av.  1.3 1.4 1.5 1.5 1.5 1.2 1.3 1.3 1.4 1.2 1.3
Effective tax rate (%)  32  32  33  34  34  32  29  36  30 x

Solvency and liquidity
net cash to total equity (%) Av.  23  22  18  9  11  33  31  34  13  38  23 
Total liabilities to total equity (%) Av.  42  27  34  39  38  43  42  41  40  56  62 
Current ratio :1 Av.  4 4.2 3.4 3.1 3.2 3.1 3.3 3.7 4.3 3.5 3.5
Dividend cover (times) Av.  2  2.0  2.1  2.1  2.1  2.1  2.3  2.5  2.9  2.9  – 

Annual growth 
Sale of merchandise (%) 11 16 27 23 15 18 16 24 13 14
Trading profit (%) 11 7 33 28 25 48 13 68 33 x
Profit before finance costs, discontinued operations and tax (%) 12 16 30 27 31 36 22 55 28 x
Profit before tax (%) 12 16 30 27 29 39 21 49 x x
Profit for the period (excluding minority interest) (%) 12 18 31 27 25 34 33 36 x x

* Excludes Head Office (no. 1 Mostert Street) and its related depreciation.
** Excludes YDE stores and sale of merchandise made by YDE to customers as these sales are on behalf of the designers. YDE earns 

commission which is reported in the Group’s revenue and is also included in other income.
x % change not meaningful.

* Write-off of Sportsgirl investment (subsidiary in Australia)
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*  Acquisition of head office building.
• Additional working capital and tax outflows as a result of payments made in the 53rd week.
^ Additional tax outflows as a result of earlier provisional tax payments.
# Additional tax outflows as a result of changes in tax legislation.

        Net cash from operating activities          Capital expenditure

2001 2002 2003 2004 2005 2006 2007 2008 2009

250

200

150

100

50

–

R’
m

ill
io

n

800

700

600

500

400

300

200

100

– 

R’
m

ill
io

n

175

71

327
280

292

139

357

725

569

62

208

63 61

102 107

156
166

198

CASH GENERATED FROM 
OPERATING ACTIVITIES

•

^

#

*

InvEnTORY TURn

        ROIC          WACC

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

35

30

25

20

15

10

5

–

Pe
rc

en
ta

ge

17

20
22

21

25
26 27

28

31

27

19

16
17

14
15

13 13 13

16

13

ROIC vs. WACC RETURN ON ASSETS AND ASSET TURNOVER

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

1.6

1.4

1.2

1.0

0.8

0.6

0.4

0.2

–

Ti
m

es

60

50

40

30

20

10

–

Pe
rc

en
ta

ge

1.3
1.2

1.4

1.3 1.3

1.2

1.5 1.5 1.5
1.4

21
22

32
30

36
37

47 48 48 47

     Return on assets          Asset turnover

RETURn On ASSETS AnD ASSET TURnOvER

Truworths International Limited Annual Report 2009  •  21



Period
number of weeks

10-year 
compound 

growth (%)
 or 10-year 

average (Av.)
2009

52
2008

53
2007

52
2006

52
2005

52
2004

52
2003

52
2002

53
2001

52
2000

52

Key trade receivable statistics 
number of active customer accounts (000’s)  1 839  1 783  1 689  1 364  1 074  857  780  737  729  709 
Overdue accounts as a % of total trade debtors (%) Av.  15 16 17 15 14 14 14 14 13  15  18 
net bad debts: credit sale of merchandise (%) Av.  3.7  6.8  6.3  3.6  2.7  2.3  2.2  2.5  2.2  3.7  4.7 
Credit:cash sales mix* (%) 69:31 70:30 73:27 74:26 74:26 73:27 72:28 72:28 75:25 77:23
net bad debts as a % of trade receivables (%) Av.  7.2  11.9  11.3  6.6  5.1  4.6  4.3  5.1  4.7  8.0  10.0 
Doubtful debt allowance as a % of trade receivables (%) Av.  7.1  11.9  11.9  7.9  5.9  5.9  5.9  5.9  5.6  5.6  4.9 
Cost of credit surplus/(cost) (Rm)  65  (13)  6  61  41  (11)  (3)  (18)  (37) –

Operating statistics
Total number of FTE employees excluding YDE  6 421  6 079  5 762  4 991  4 403  3 912  3 710  3 520  3 386  3 310 
Total number of FTE employees including YDE  6 623  6 288  5 950  5 180  4 604  4 062  3 710  3 520  3 386  3 310 
Total number of Truworths and YDE stores excluding 
franchisees  495  436  408  342  311  291  269  257  255  246 
Total number of franchise stores  24  24  22  17  17  17  19  14  12  10 
Total number of YDE stores  17  16  14  12  13  12  –  –  –  – 
Total trading area, excluding franchisees and YDE (m2)  8  224 120  199 579  182 327  162 847  146 285  133 604  127 072  121 170  115 414  109 402 
Total trading area for YDE stores (m2)  5 632  5 290  4 837  3 772  3 909  3 649  –  –  –  – 
Trading expenses as a % of sale of merchandise (%) Av. 34 33 33 32 31 32 31 33 34 39 41
Depreciation costs as a % of sale of merchandise (%) Av. 2 1 2 2 2 2 3 3 3 3 3
Employment costs as a % of sale of merchandise (%) Av. 13 11 11 11 12 12 13 13 14 15 15
Occupancy costs as a % of sale of merchandise (%) Av. 8 8 7 7 7 8 7 8 8 10 10
Trade receivable costs as a % of sale of merchandise (%) Av. 5 7 8 6 4 3 3 3 3 4 5
Other operating costs as a % of sale of merchandise (%) Av. 6 6 5 6 6 7 5 6 6 7 8

* Excludes sale of merchandise made by YDE to customers as these sales are on behalf of the designers. YDE earns commission 
which is reported in the Group’s revenue and is also included in other income.

Ratios (continued)
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Period
number of weeks

10-year 
compound 

growth (%)
 or 10-year 

average (Av.)
2009

52
2008

53
2007

52
2006

52
2005

52
2004

52
2003

52
2002

53
2001

52
2000

52

Key trade receivable statistics 
number of active customer accounts (000’s)  1 839  1 783  1 689  1 364  1 074  857  780  737  729  709 
Overdue accounts as a % of total trade debtors (%) Av.  15 16 17 15 14 14 14 14 13  15  18 
net bad debts: credit sale of merchandise (%) Av.  3.7  6.8  6.3  3.6  2.7  2.3  2.2  2.5  2.2  3.7  4.7 
Credit:cash sales mix* (%) 69:31 70:30 73:27 74:26 74:26 73:27 72:28 72:28 75:25 77:23
net bad debts as a % of trade receivables (%) Av.  7.2  11.9  11.3  6.6  5.1  4.6  4.3  5.1  4.7  8.0  10.0 
Doubtful debt allowance as a % of trade receivables (%) Av.  7.1  11.9  11.9  7.9  5.9  5.9  5.9  5.9  5.6  5.6  4.9 
Cost of credit surplus/(cost) (Rm)  65  (13)  6  61  41  (11)  (3)  (18)  (37) –

Operating statistics
Total number of FTE employees excluding YDE  6 421  6 079  5 762  4 991  4 403  3 912  3 710  3 520  3 386  3 310 
Total number of FTE employees including YDE  6 623  6 288  5 950  5 180  4 604  4 062  3 710  3 520  3 386  3 310 
Total number of Truworths and YDE stores excluding 
franchisees  495  436  408  342  311  291  269  257  255  246 
Total number of franchise stores  24  24  22  17  17  17  19  14  12  10 
Total number of YDE stores  17  16  14  12  13  12  –  –  –  – 
Total trading area, excluding franchisees and YDE (m2)  8  224 120  199 579  182 327  162 847  146 285  133 604  127 072  121 170  115 414  109 402 
Total trading area for YDE stores (m2)  5 632  5 290  4 837  3 772  3 909  3 649  –  –  –  – 
Trading expenses as a % of sale of merchandise (%) Av. 34 33 33 32 31 32 31 33 34 39 41
Depreciation costs as a % of sale of merchandise (%) Av. 2 1 2 2 2 2 3 3 3 3 3
Employment costs as a % of sale of merchandise (%) Av. 13 11 11 11 12 12 13 13 14 15 15
Occupancy costs as a % of sale of merchandise (%) Av. 8 8 7 7 7 8 7 8 8 10 10
Trade receivable costs as a % of sale of merchandise (%) Av. 5 7 8 6 4 3 3 3 3 4 5
Other operating costs as a % of sale of merchandise (%) Av. 6 6 5 6 6 7 5 6 6 7 8

* Excludes sale of merchandise made by YDE to customers as these sales are on behalf of the designers. YDE earns commission 
which is reported in the Group’s revenue and is also included in other income.
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*

* 38 new stores, acquisition of Uzzi (30 stores) and higher trade receivable costs.

ExPEnSE MAnAGEMEnT
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Share Statistics

Period
number of weeks

10-year 
compound 

growth 
%

2009
52

2008
53

2007
52

2006
52

2005
52

2004
52

2003
52

2002
53

2001
52

2000
52

Performance on jSE 

Traded share prices 

 period-end (cents per share)  3 690  2 190  3 600  2 055  1 740  1 011  730  599  509  550 

 high (cents per share)  4 100  3 950  4 499  2 949  1 880  1 060  800  610  580  720 

 low (cents per share)  2 112  2 060  1 925  1 700  1 000  715  530  415  350  450 

 weighted average (cents per share)  3 198  2 931  3 001  2 421  1 505  903  623  513  457  578 

Price earnings ratio  11  7  14  11  12  9  9  10  12  18 

Share price index (1998: 400 = 100)  923  548  900  514  435  253  183  150  127  138 

JSE General Retailers index (1998: 9 551 = 100)  232  197  343  235  207  130  87  68  64  108 

Period-end share price/net asset value per share (times)  4  3  6  5  4  3  3  3  3  4 

number of shares in issue (000’s)  454 956  452 995  450 773  482 915  487 241  482 732  476 385  467 603  461 289  457 709 

number of shares in issue adjusted for treasury shares (000’s)  424 909  428 342  433 464  433 891  447 498  446 374  460 444  449 874  457 172  457 709 

Volume of shares traded (000’s)  635 477  692 403  551 772  398 943  236 232  204 582  213 396  180 585  102 827  142 235 

number of transactions  203 023  120 507  87 632  45 211  21 950  13 972  9 538  7 065  6 985  8 241 

Volume traded as a % of number of shares in issue (%)  140  153  122  83  49  42  45  39  22  31 

Value of shares traded (Rm)  20 321  20 293  16 557  9 658  3 555  1 847  1 329  927  470  822 

Market capitalisation (excluding shares repurchased) (Rm)  15 679  9 381  15 605  8 916  7 786  4 513  3 361  2 695  2 327  2 517 

Market capitalisation (including shares repurchased) (Rm)  16 788  9 921  16 228  9 924  8 478  4 880  3 478  2 801  2 348  2 517 

Share performance

Basic earnings (cents per share)  29  337.2  295.6  248.6  186.4  144.8  113.0  84.9  64.2  47.0  (4.0)

Headline earnings (cents per share)  29  337.6  295.6  248.6  186.4  144.8  110.0  85.8  63.3  43.5  30.9 

Cash flow (cents per share)  294  301  187  114  125  104  98  32  50  43 

Cash equivalent earnings (cents per share)  378  314  268  202  152  126  98  76  56  10 

net asset value (cents per share)  18  836  682  555  440  407  326  282  222  182  148 

Dividends declared (cents per share)  29  171  144  120  89  69  48  34  22  15  13 

Cumulative shares repurchased* (Rm)  1 237  1 079  895  728  330  275  80  67  –  – 

Cumulative shares repurchased* (000’s)  73 462  68 067  60 723  56 223  39 743  36 358  15 768  13 612  –  – 

Shareholders’ return (%)  76  (35)  81  23  79  45  28  22  (5)  (10)

* Includes shares previously repurchased and cancelled of 36 million (cost of R275 million) in 2007 and 7 million (cost of  
R200 million) in 2006. 
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Performance on jSE 

Traded share prices 

 period-end (cents per share)  3 690  2 190  3 600  2 055  1 740  1 011  730  599  509  550 

 high (cents per share)  4 100  3 950  4 499  2 949  1 880  1 060  800  610  580  720 

 low (cents per share)  2 112  2 060  1 925  1 700  1 000  715  530  415  350  450 

 weighted average (cents per share)  3 198  2 931  3 001  2 421  1 505  903  623  513  457  578 

Price earnings ratio  11  7  14  11  12  9  9  10  12  18 

Share price index (1998: 400 = 100)  923  548  900  514  435  253  183  150  127  138 

JSE General Retailers index (1998: 9 551 = 100)  232  197  343  235  207  130  87  68  64  108 

Period-end share price/net asset value per share (times)  4  3  6  5  4  3  3  3  3  4 

number of shares in issue (000’s)  454 956  452 995  450 773  482 915  487 241  482 732  476 385  467 603  461 289  457 709 

number of shares in issue adjusted for treasury shares (000’s)  424 909  428 342  433 464  433 891  447 498  446 374  460 444  449 874  457 172  457 709 

Volume of shares traded (000’s)  635 477  692 403  551 772  398 943  236 232  204 582  213 396  180 585  102 827  142 235 

number of transactions  203 023  120 507  87 632  45 211  21 950  13 972  9 538  7 065  6 985  8 241 

Volume traded as a % of number of shares in issue (%)  140  153  122  83  49  42  45  39  22  31 

Value of shares traded (Rm)  20 321  20 293  16 557  9 658  3 555  1 847  1 329  927  470  822 

Market capitalisation (excluding shares repurchased) (Rm)  15 679  9 381  15 605  8 916  7 786  4 513  3 361  2 695  2 327  2 517 

Market capitalisation (including shares repurchased) (Rm)  16 788  9 921  16 228  9 924  8 478  4 880  3 478  2 801  2 348  2 517 

Share performance

Basic earnings (cents per share)  29  337.2  295.6  248.6  186.4  144.8  113.0  84.9  64.2  47.0  (4.0)

Headline earnings (cents per share)  29  337.6  295.6  248.6  186.4  144.8  110.0  85.8  63.3  43.5  30.9 

Cash flow (cents per share)  294  301  187  114  125  104  98  32  50  43 

Cash equivalent earnings (cents per share)  378  314  268  202  152  126  98  76  56  10 

net asset value (cents per share)  18  836  682  555  440  407  326  282  222  182  148 

Dividends declared (cents per share)  29  171  144  120  89  69  48  34  22  15  13 

Cumulative shares repurchased* (Rm)  1 237  1 079  895  728  330  275  80  67  –  – 

Cumulative shares repurchased* (000’s)  73 462  68 067  60 723  56 223  39 743  36 358  15 768  13 612  –  – 

Shareholders’ return (%)  76  (35)  81  23  79  45  28  22  (5)  (10)

* Includes shares previously repurchased and cancelled of 36 million (cost of R275 million) in 2007 and 7 million (cost of  
R200 million) in 2006. 

    Share price: high/low       JSE General Retailers index       Share price at period-end

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

5 000

4 500

4 000

3 500

3 000

2 500

2 000

1 500

1 000

500

–

C
en

ts

550 509 599
730

1 011

1 740

2 055

3 600

2 190

3 690

SHARE PERFORMANCE

     Net asset value per share          Share price at period-end

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

4 000

3 500

3 000

2 500

2 000

1 500

1 000

500

–

C
en

ts

148 182 222 282 326 407 440
555

682
836

NET ASSET VALUE PER SHARE AND 
TRADED SHARE PRICE AT PERIOD-END

550 509
599

730

1 011

1 740

2 055

3 600

2 190

3 690

SHARE PRICE SInCE LISTInG

PRICE EARnInGS AnD SHARE PRICE  
AT PERIOD-EnD

nET ASSET vALUE PER SHARE AnD  
SHARE PRICE AT PERIOD-EnD

Truworths International Limited Annual Report 2009  •  25



General economic conditions are expected 
to pose major challenges to performance 
in the 2010 financial period. Retailers will 
also need to overcome several industry 
specific obstacles of which the major 
challenges identified by the Group are:

• Managing bad debts in the current 
recessionary climate 

• Identifying new customers and 
growing customer base in an 
environment of muted consumer debt 
appetite

• Identifying real estate opportunities 
with high sales growth potential

• Opening stores in new malls where 
the risk of cannibalisation of sales of 
surrounding stores is low

• Securing additional trading space to 
expand presence in major malls 

• Growing sales volumes as product 
inflation declines in l ine with 
expectations in the 2010 financial 
period

• Improving lead t imes in the 
merchandise cycle

• Managing capital to enhance returns 
to shareholders

• Identifying acquisition opportunities 
in aligned businesses

• Retaining key staff and managing 
skills shortages in critical areas of the 
business

• Containing operating costs with rising 
electricity prices 

• Reducing electricity consumption and 
conserving natural resources

• Accelerating transformation at all 
levels across the business.

Challenges In 2010

Financial Targets For 2010

FInAnCIAL TARGETS
Target

2010
Achieved

2009
Target
2009

10-year 
average

International
benchmark*

Local
benchmark**

Gross margin (a) (%) 54 – 55 55 54 – 55 53 59 40

Operating margin (b) (%) 32 – 34 34 32 – 34 27 19 17

Inventory turn (c) (times) 6.0 – 6.5 6.1 6.2 – 6.5 6.0 4.1 4.3

Asset turnover (d) (times) 1.2 – 1.5 1.4 *** 1.3 1.5 1.8

Return on assets (d) (%) 44 – 49 47 *** 37 31 25

Return on equity (d) (%) 40 – 45 44 45 – 50 35 36 33

Assumptions
a) Based on clearances of merchandise, sales mix and tight inventory management consistent with 2009
b) Based on the assumed gross margin and ability to manage operating expense growth below growth in sales
c) Based on inventory turn achieved in 2009
d) Based on returns achieved in 2009

* Based on the average of Inditex and H&M for the 2008 period 

** Based on ratios for the average of comparable listed competitors for the period 2009

*** Additional financial targets set for the 2010 period
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Objectives For 2010

The main factors which will drive growth in the 2010 

financial period are:

• Continued organic growth through 
extension of existing ranges and new 
concepts

• Ongoing focus on processes to 
manage the risk of fashion

• Continued expansion of Identity 
stores and merchandise ranges

• Capital investment in new stores, 
refurbishments and expansions

• Ongoing tight expense control.

• Capital investment in distribution 
capacity

• Continued investment in credit 
systems to manage the risk of credit

• Continued acquisit ion of new 
customer accounts

• Investigating appropriate investment 
opportunities

• Improvement in efficiency ratios 
throughout the business
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Definitions

1. Asset reinvestment rate
 Capital expenditure for the period divided 

by depreciation.
2. Asset turnover
 Sale of merchandise divided by total assets.
3. Cash EBITDA
 Cash flow from trading plus dividends 

received.
4. Cash equivalent earnings per share
 Profit for the period, adjusted for non-

cash items and deferred tax, divided by the 
weighted average number of shares.

5. Cash flow from trading
 Profit before finance costs and tax, adjusted 

for dividends, interest received and non-cash 
items.

6. Cash flow per share
 The cash inflow from operations for the 

period divided by the weighted average 
number of shares.

7. Cash realisation rate
 Represents the potential cash earnings 

realised and is derived by dividing cash flow 
per share by cash equivalent earnings per 
share.

8. Cost of credit
 Comprises interest received on customer 

accounts (including notional interest) and 
financial services income, less net bad 
debt (which includes the movement on 
the doubtful debt allowance), collection 
and other direct costs incurred in providing 
credit. 

9. Current ratio
 Current assets divided by current liabilities.
10. Debtors’ days
 Debtors’ book divided by credit sales 

multiplied by days in the period.
11. Dividend cover
 Headline earnings per share divided by 

dividends declared per share.
12. Dividend yield
 Dividends declared per share divided by the 

period-end share price on the JSE.
13. Earnings yield
 Basic earnings per share divided by the 

period-end share price on the JSE.
14. EBITDA
 Earnings before interest paid, tax, 

depreciation and amortisation.
15. EBITDA margin
 EBITDA divided by sale of merchandise.

16. Free cash flow
 Cash flow from operations less capital 

expenditure to maintain operations.
17. Full-time equivalent (FTE) employees
 Determined by converting the actual number 

of flexi-time employees into a lesser number 
of full-time equivalent employees (through 
dividing the aggregate working hours of all 
flexi-time employees by standard working 
hours), and adding this result to the actual 
number of permanent employees.

18. Fully diluted weighted average number 
of shares

 The weighted average number of shares in 
issue, adjusted for treasury shares held by 
subsidiaries, diluted by the share options 
outstanding in respect of the equity-settled 
share incentive scheme.

19. Gross margin
 Gross profit divided by sale of merchandise.
20. Headline earnings
 Profit for the period attributable to owners of 

the parent, adjusted for items relating to the 
capital platform of the business including the 
after-tax effect of certain remeasurements.

21. Headline earnings per share
 Headline earnings divided by the weighted 

average number of shares in issue for the 
period.

22. Inventory turn
 Cost of sales for the period divided by 

inventories on hand at the end of the 
reporting period. 

23. Market capitalisation (including treasury 
shares) 

 The period-end share price on the JSE 
multiplied by the number of shares in issue 
at the end of the reporting period.

24. Market capitalisation (excluding treasury 
shares)

 The period-end share price on the JSE 
multiplied by the number of shares in issue 
(excluding treasury shares) at the end of the 
reporting period.

25. net assets
 The total of non-current assets and net 

current assets, less non-current liabilities, at 
the end of the reporting period (total equity).

26. net asset turn
 Sale of merchandise divided by closing net 

assets.

27. net asset value per share
 net assets divided by the number of shares 

in issue (net of treasury shares) at the end of 

the reporting period.

28. net cash to total equity
 Cash and cash equivalents, net of 

borrowings, divided by total equity at the 

end of the reporting period.

29. notional interest
 Interest recognised on a time-apportionment 

basis using the effective interest rate implicit 

in the underlying transaction.

30. Operating profit
 Profit before tax.

31. Operating margin
 Operating profit divided by sale of 

merchandise.

32. Period-end share price/net asset value 
per share

 The period-end share price on the JSE 

expressed as a ratio of the net asset value 

per share.

33. Price earnings ratio
 The period-end share price on the JSE 

divided by headline earnings per share for 

the period.

34. Profit for the period per FTE employee
 Profit for the period attributable to owners 

of the parent, divided by the number of 

FTE employees in service at the end of the 

reporting period.

35. Retail sales
 Sale of merchandise through retail outlets 

excluding agency and franchise sales.

36. Return on assets
 Profit before interest and tax (EBIT) divided 

by total assets.

37. Return on equity
 Profit for the period divided by the average 

of the current and prior periods’ total equity.

38. Return on invested capital (ROIC)
 Profit before tax adjusted for operating 

lease costs, less depreciation subsequently 

calculated on the value of operating leases 

which are capitalised for the purposes of 

this ratio, less the adjusted tax charge and 

divided by the sum of core capital and 

capitalised operating leases at the end of 

the reporting period.
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39. Return on capital
 Profit before finance costs and tax divided by 

the average of the current and prior periods’ 

total net assets.

40. Sale of merchandise
 Represents sale of merchandise through retail 

outlets, together with sale of merchandise 

to franchisees excluding discounts, value 

added tax and agency sale of merchandise 

to customers.

41. Sales trading density
 Represents annualised retail sales, which 

takes into account stores that opened and 

closed during the period, divided by trading 

square metres at the end of the reporting 

period.

42. Share-based payments
 The expense recognised in profit or loss 

over the vesting period of options granted 

to employees in terms of the equity- and 

cash-settled compensation schemes.

43. Shareholders’ return
 Share price at the end of the period minus 

share price at the beginning of the period 

plus dividends declared, divided by share 

price at the beginning of the period. 

44. Trading profit
 Gross profit plus other income less trading 

expenses.

45. Trading margin
 Trading profit divided by sale of merchandise.

46. Weighted average cost of capital (WACC)
 The risk-free rate at the end of the reporting 

period as defined by the RSA (R157) long-

term bond yield adjusted by a risk premium 

appropriate for the Group.

47. Weighted average number of shares in 
issue

 The number of shares in issue at the 

beginning of the period, increased by shares 

issued during the period, and decreased by 

share repurchases, weighted on a time basis 

for the period during which they were in 

issue. 

48. Weighted average price per share traded
 The total value of shares traded divided by 

the total volume of shares traded for the 

period on the JSE.
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Chairman’s Report

South Africa’s protracted economic slow-
down continued to impact consumers’ 
disposable income and limit their 
discretionary spending throughout the 
Group’s 2009 reporting period, with 
economic conditions tightening further 
as the year progressed. 

While the country only technically moved 
into a recession recently, consumers have 
been under increasing pressure since late 
2006 when economic conditions began to 
deteriorate in the country, driven by rising 
interest rates and spiralling inflation. 

Conditions in the domestic environment 
were then compounded by the global 
financial and credit crisis. South Africa 
until recently appeared to be relatively 
insulated from the international turmoil 
and our economy has thus far proven 
to be fairly resilient, but the short-term 
future economic scenario is uncertain.

The full impact of the local downturn 
was, however, only felt in the first quarter 
of the 2009 calendar year when the 
economy contracted at its fastest rate 
since the third quarter of 1984. This was 
followed by a further period of negative 
growth in the second quarter.

Domestic retail sales have fallen steadily 
since early 2008 and declined by 6.7% 
for the year to June 2009, as measured at 
constant prices by Statistics South Africa.

The economic slowdown has impacted 
unemployment levels as companies 
retrench staff to reduce costs in response 
to falling demand for goods and services. 
unemployment levels may not yet be as 
high as expected as many employers 

have committed to avoiding job losses 
by working reduced hours and less 
overtime and not renewing contracted 
employment. 

Retrenchments have no doubt impacted 
consumer spending and ongoing job 
losses pose a threat to a turnaround in 
the retail sector. 

IMPROvInG OUTLOOK
Fortunately, a number of positive 
indicators have started to emerge in the 
economy. Over the past year the central 
bank has reduced interest rates by 450 
basis points in an effort to stimulate 
growth. This steady decline in interest 
rates has helped to ease the plight of 
consumers and reduce debt servicing 
costs. However, household debt levels 
remain high and lower interest rates are 
not yet translating into increased spending 
as consumers choose to reduce existing 
debt levels rather than take on new debt. 
After any extended downturn one would 
expect a lag period before noticing any 
change in consumer spending behaviour. 

Declining food price inflation and higher 
real wage increases are also positive for 
consumers and bode well for improved 
spending. 

The global slowdown appears to have 
reached a turning point and the outlook 
for international recovery is beginning 
to be more positive. However, many 
commentators expect the upturn in the 
domestic economy to be delayed until 
well into 2010. The trading environment 
is therefore expected to remain 
challenging over the 2010 period as the 
country emerges from the recession. Job Hilton Saven

losses remain one of the major risks to 
sales growth in the retail sector, while 
inflationary pressures from electricity 
price hikes and increasing fuel costs will 
temper growth prospects.

Although economic prospects are 
challenging in the short-term, the Group 
is optimistic about the medium-term 
outlook. Economic growth will largely be 
driven by the public and private sector 
infrastructure spending programmes, with 
more than R700 billion committed over 
the next three years to fund electricity, 
road, transport and other development. 
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This spending, together with lower 
interest rates, higher wage settlements 
and the expected financial uplift from the 
FIFA World Cup, should start delivering 
sustainable benefits from the middle of 
2010 onwards. 

FInAnCIAL PERFORMAnCE
The benefits of a focused strategy, robust 
business model and tight operational 
disciplines have ensured that the Group 
has not only continued to grow, but has 
also prospered during these challenging 
times.

Sa le of  merchandise exceeded  
R6.2 billion as we continued to provide 
quality merchandise, expand retail trading 
space and increase our share of the 
fashion market. Operating profit passed 
the R2 billion mark. At the same time the 
Group improved financial, operating and 
efficiency ratios.

Headline earnings for the period 
increased by 12% to R1 436 million, 
with headline earnings per share of  
337.6 cents being 14% higher, or 19% 
when the additional trading week of the 
prior period is excluded. 

A final cash dividend of 83 cents per share 
was declared, again showing the board’s 
confidence in the Group’s performance 
and outlook. Total dividends per share 
for the period amount to 171 cents, 19% 
more than the prior period. Dividend 
cover was 2.0 times headline earnings 
per share.

GOvERnAnCE AnD REPORTInG
We support regulations and codes 
that enhance governance, oversight 
and reporting practices and welcomed 
the recent publication of the King III 
Report. The first two reports of the King 

Committee on corporate governance, 
published in 1994 and 2002 respectively, 
have contributed to the governance 
standards of corporate South Africa being 
elevated to world-class levels and this 
has made local companies increasingly 
attractive to the international investment 
community. 

King lll will necessitate a review of the 
Group’s corporate governance practices 
as we assess our level of compliance and 
we will report to shareholders on our 
progress in applying the new code.

The Group continually evaluates its 
governance practices. Improvements 
to the governance framework during 
the 2009 period included amendments 
to board committee responsibilities, 
bolstering operational compliance 
processes and implementing staff policies 
relating to fraud, competitive conduct and 
the acceptance of gifts from suppliers. 
These enhancements are outlined in 
the Corporate Governance Report on  
pages 85 to 95.

Truworths International has been 
consistently highly placed in the annual 
Ernst & Young Excellence in Corporate 
Reporting awards. The Group was again 
recognised for the quality of its financial 
reporting and disclosure when the 2008 
annual report was ranked seventh among 
the top 100 largest companies by market 
capitalisation on the JSE. It is also pleasing 
that Truworths International was the 
highest ranked retail company in these 
awards.

BOARD OF DIRECTORS
Truworths International has a strong 
and stable board of directors, with all six 
non-executives currently being classified 
as independent directors. The board is 

also diverse in its composition and in the 
insights that each director brings to the 
boardroom.

We are committed to conducting an 
annual self-evaluation to assess both 
the effectiveness of the board as a 
collective unit and the performance of 
individual members. Developmental 
areas are addressed to ensure that the 
board functions optimally and fulfils its 
obligations to shareholders.

During the period Wayne van der Merwe 
resigned as Group Financial Director 
when he emigrated to Australia. Wayne 
joined the Group shortly after our 
listing on the JSE and was instrumental 
in building our reputation for quality 
financial reporting and disclosure during 
his 10 years’ service. We thank him for 
his contribution and wish him continued 
success in his new career. 

We were pleased to appoint Quentin 
Scorgie as an executive director and 
Chief Financial Officer to replace Wayne. 
Quentin has a wealth of financial, 
operational and systems experience and 
we look forward to benefiting from his 
business acumen in the years ahead. 

SUCCESSIOn MAnAGEMEnT
Succession management is a philosophy 
within the Group, rather than a process. 
We are committed to developing senior 
management talent to enhance the pool 
of leadership skills and limit key person 
dependency. 

Our investment in talent over many years 
is reflected in the high level of internal 
promotions and appointments to key 
positions in the Group. The majority 
of our senior executives have been 
promoted to their current positions from 
within the business. 

Chairman’s Report (continued)
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Executive succession planning is the 
responsibility of the non-executive 
Committee of the board and succession 
plans are in place for all senior positions 
in the business. 

Shareholders may recall that Michael Mark’s 
three-year employment contract as Chief 
Executive Officer expires in June 2011. 
While both parties may agree to a further 
extension of the contract, the board 
believes it prudent to develop a choice 
of candidates who could ultimately be 
suitable successors for this position or 
other executive positions in the Group.

The depth of talent at senior management 
level should provide reassurance to 
shareholders on the future leadership of 
the Group.

ACKnOWLEDGEMEnTS
The performance over the past financial 
period is a credit to all staff across the 
Group. Thank you to Michael Mark 
for his astute leadership, my board 
colleagues, management and staff for 
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continued support.

Hilton Saven
Independent non-executive Chairman
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Retail trading conditions remained difficult 
throughout the 2009 period and despite 
declining interest rates, South African 
consumers are still under pressure. It is 
pleasing to report to shareholders that 
Truworths International has performed 
well during these recessionary market 
conditions. 

Our response has been to stick rigidly to 
our strategy and consistently apply our 
tried and tested business formula. Our 
low cost operating model and culture 
of frugality has also stood us in good 
stead in these hard times. Importantly, 
we have been unwavering in our focus 
on providing quality, competitively priced 
fashion to our customer base of youthful, 
fashionable South Africans.

FInAnCIAL AnD TRADInG 
PERFORMAnCE
The Group performed well to achieve 
the financial and operational objectives 
set for the 2009 financial period, with 
progress against these objectives outlined 
on page 14 of the report.

Challenging financial targets were 
also set for the 2009 financial period. 
The operating margin at 34% was the 
highest the Group has ever achieved and 
has more than doubled in the last 10 
years. The gross margin was maintained 
at 55% for the third successive year, 
despite pressure from the slowdown in 
consumer spending and higher levels of 
product inflation. 

The financial targets for return on equity 
and inventory turn were narrowly missed, 
although the performance against both of 
these indicators is outstanding and well 
above the benchmark performance of 
local and international fashion retailers.

The Group’s performance relative to the 
financial targets is detailed in the Chief 
Financial Officer’s Report on pages 45 to 
50, along with a detailed analysis of the 
financial performance for the period. 

Sale of merchandise increased 11% to 
R6.2 billion as we continued to manage 
the risk of fashion through this downturn 
by meeting our customers’ needs for high 
quality internationally inspired fashion. 
Sale of merchandise increased by 13% 
inclusive of comparable store sales growth 
of 5%, with product inflation measuring 
approximately 10%. (After excluding 
the additional trading week in the prior 
period.) Product inflation was negatively 
impacted by the decline in the value of 
the Rand in the first half of the financial 
period. This affected the cost of imports 
for the winter 2009 season as well as the 
cost of local manufacture which relies 
on imported fabric. Product inflation is 
expected to decline in the second half of 
the 2010 financial period provided the 
South African currency remains relatively 
stable at current levels of approximately 
R7,60 – R8,00 to the uS Dollar.

Trading space increased by 12% over the 
prior period. The store base increased 
to 495 following the opening of  
18 Truworths, 19 Identity, 10 uzzi and 
1 YDE store, while 5 Truworths stores 
were closed. A further 14 stores were 
upgraded, expanded or relocated. Trading 
space has grown 67% over the past five 
years during which 204 stores have been 
added to the portfolio.

The Group continued to record market 
share gains. Based on figures from 
the Retail Liaison Committee (RLC) for  
June 2009, the Group increased its 

Chief Executive Officer’s Report

Michael Mark

ladieswear RLC market share to 20.9% 

(2008: 20.6%) and menswear RLC 

market share to 18.7% (2008: 18.2%).

The Statements of Financial Position 

continued to strengthen and the Group 

ended the period with cash and cash 

equivalents of R767 million, an increase 

of 44% over the prior period. The 

Group is well positioned in the current 

environment to continue its capital 

expenditure programme, return funds to 

shareholders through share repurchases 

and dividends, as well as taking advantage 

of strategic acquisition opportunities that 

may arise. 
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Chief Executive Officer’s Report (continued)

MAnAGInG THE RISK OF CREDIT
Management remains satisfied with the 
quality of the debtors’ book. Overdue 
accounts as a percentage of the total 
debtors’ book improved from 17% in 
2008 to 16% at the end of the reporting 
period, with collection and recovery rates 
showing improvements.

net bad debt as a percentage of trade 
receivables grew from 11.3% to 11.9%, 
although it remained constant from the 
first half to the second half of the 2009 
period. Our predictive models, which 
have proved to be relatively accurate 
through the downturn in the credit 
cycle, are indicating that bad debt levels 
have stabilised. In the absence of any 
deterioration in economic conditions, 
management does not expect any further 
increase in the doubtful debt allowance.

For further detail refer to Managing the 
Risk of Credit Report on pages 55 to 59.

MAnAGInG THE RISK OF 
FASHIOn
As a fashion retailer our challenge is to 
produce winning fashion season after 
season. Our merchandising formula 
is based on balancing our portfolio of 
brands and ranges in a similar manner 
that an investment portfolio could be 
managed. 

We need to balance the high fashion and 
core ranges while offering our customers 
excitement and newness every time they 
visit our stores.

This becomes increasingly important in 
these challenging times where customers 
are more discerning and more price 
sensitive in their purchasing behaviour.

For further detail refer to Managing the 
Risk of Fashion Report on pages 63 to 64.

InvESTInG FOR GROWTH
Management continues to take a long-
term view of the retail sector and plans 
to invest approximately R300 million 
in store development, distribution and 
supply chain facilities, and computer 
infrastructure in the 2010 financial 
period. 

Trading space is expected to grow by 
approximately 7% in the 2010 financial 
period. This includes the opening of 34 
stores across Truworths (10), Identity (16), 
uzzi (6) and YDE (2), which will bring 
the national store footprint to well over 
500 stores. A further 48 stores will be 
refurbished or expanded. Trading space 
growth is expected to slow beyond 2010 
as the availability of new mall space slows 
down.

Extensive growth in merchandise volumes 
as well as the need to further enhance 
lead times along the supply chain 
has led to further investment in our 
distribution capacity and warehousing 
efficiency. A second distribution centre 
is being built in Epping, Cape Town, and 
this 5 000 m² facility is expected to be 
commissioned by April 2010. The current 
distribution centre will also be upgraded 
and expanded. Together the new and 
expanded facilities are expected to meet 
the Group’s warehousing and distribution 
needs to beyond 2015.

InvESTInG In OUR PEOPLE
Truworths has always been a values-driven 
organisation and we pride ourselves on 
doing our best to live by our values as we 
strive for continued success. Over the past 
year our core business values have been 

refocused and programmes implemented 
to ensure employees are aligned with the 
values.

An important aspect of the values 
programme is the strong focus on 
personal development, with one of 
our values being to ‘invest in future 
potential’. The Group is rich in potential 
and we invest in our people to build the 
next generation of leaders and specialists 
in the Group. 

We also have a wealth of talent in our 
top management, with a strong blend of 
company and industry experience. The 
Truworths board consists of 7 directors 
and is supported by 7 divisional directors 
and 17 executive managers, with the 
average length of service of this group 
being 14 years. 

We have also bolstered our senior 
management with the appointment of 
two new divisional directors, namely  
Sarah Proudfoot as divisional director: 
merchandise and Mark Smith as 
divisional director: human resources. 
These appointments in key areas of our 
business have enhanced diversity among 
the leadership group and strengthened 
our succession base. 

Truworths has earned a reputation as 
an employer of choice in the fashion 
retailing industry and we continue to 
offer stimulating career opportunities.

WORLD RETAIL AWARDS 2009
The annual World Retail Awards 
recognise innovation and creativity by 
retailers across the globe. Truworths was 
honoured to be one of six finalists in the 
2009 Emerging Market Retailer of the 
Year award which acknowledges strategic 
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development, financial performance and 
the contribution of companies in setting 
new standards in the retail sector in their 
own countries. 

At the awards ceremony in Barcelona, 
Spain, Truworths was placed second 
to Wumart Stores of China and was 
highly commended for its performance. 
This achievement is a tribute to all the 
Group’s people and highlights that  
South African retailers are highly rated 
against their international peers.

InCREASED CUSTOMS DUTY On 
IMPORTS
South Africa currently has one of the 
highest levels of import duty on clothing. 
The SA Clothing and Textile Workers’ 
union (SACTWu) has recently applied 
to have customs tariffs on a range of 
imported clothing items raised from 40% 
to 45% in an attempt to limit imports and 
sustain the local manufacturing industry.

It is unlikely that higher duty will improve 
the competitiveness of the local textile 
manufacturing sector, restrict imports or 
curb job losses in the industry. This will 
only encourage customs fraud and fuel 
the parallel economy on illegal imports 
which is costing the fiscus millions in lost 
revenue. We would consider any increase 
to be a further tax on law-abiding and 
compliant retailers like ourselves, and 
a price burden on consumers, and are 
therefore opposed to this application. 

The Group is a strong supporter of 
the local manufacturing industry and 
approximately half of our merchandise 
is manufactured domestically. While 
international sourcing does sometimes 
offer price advantage, the main benefits 
relate to the ability to secure large volume 

orders and a high level of technical detail 
on clothing which is not available locally. 
Through the national Clothing Retailers’ 
Federation we are actively engaging with 
the authorities to seek alternate methods 
of sustaining the local industry. 

OUTLOOK
The trading environment is expected to 
remain challenging for the balance of 
the year and we will continue to focus 
on expense control, managing the risk 
of credit and consistently applying our 
merchandising strategies to ensure that 
we manage the risk of fashion. We have 
tried to invest abundantly yet sensibly in 
our people, brands, stores and systems to 
position the Group for continued growth. 

Challenging times also ensure that we 
reinvent ourselves, look for opportunities 
to innovate and perform even better. We 
look forward to achieving positive unit 
sales growth and expect product inflation 
to decline in the second half of 2010 if 
the currency remains relatively stable. 

Our strong financial position in a time 
of market weakness also presents 
opportunit ies and the Group is 
strategically positioned to capitalise on 
opportunities that may arise, including 
potential acquisitions to complement the 
current offering.

APPRECIATIOn
The passion and commitment of our staff 
has ensured that the Group remains at 
the forefront of fashion retailing in the 
country. Thank you to all staff at head 
office, the distribution centre and our 
stores and store support staff across the 
country for their contribution over the 
past year.

Thank you to our Chairman, Hilton 
Saven, the directors of the Truworths 
International and Truworths boards for 
their insight and guidance in leading 
the Group. The directors and senior 
management team of Truworths have 
again risen to the challenge of guiding 
the business through difficult times and 
I thank them for their committed and 
energetic leadership.

We thank our customers who have 
continued to make us their first choice 
for quality fashion and acknowledge their 
loyal support. 

Michael Mark
Chief Executive Officer
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Chief Financial Officer’s Report

The domestic retail sector is currently 
facing one of its most challenging phases 
for many years. Against this backdrop 
it is pleasing to report on the trading, 
operational and financial performance 
produced by the Group. During the 
period the Group has continued to 
invest prudently for growth to deliver 
competitive returns to shareholders, 
strengthened its cash position and 
ensured the quality of the debtors’ book 
remained sound.

Headline earnings per share for the period 
were 337.6 cents, an increase of 14% 
(19% excluding the additional trading 
week in the prior period) over the prior 
period’s 295.6 cents. Diluted headline 
earnings per share of 331.7 cents were 
15% (19% excluding the additional 
trading week in the prior period) higher 
than the 289.6 cents achieved in the prior 
period. 

Shareholders will receive a total dividend 
for the period of 171 cents per share, 

19% more than the prior period. Dividend 

cover is 2.0 times headline earnings per 

share.

The Group Statements of Financial 

Position continued to strengthen, with 

net asset value per share increasing from 

681.8 cents to 835.7 cents. 

EnHAnCInG SHAREHOLDER 
WEALTH
Headline earnings and dividends per 

share have shown an annual compound 

growth rate of 25% and 29% respectively 

over the past five years. An investment 

of R100 000 in Truworths International 

on 1 July 2004 would have appreciated 

to R419 902 (including dividends), 

providing shareholders with a compound 

return of 33% over this five-year period. 

Over the past 10 years Truworths 

International has outperformed the  

JSE All Share Index (ALSI) with a 

compound growth rate of 19% relative 

to the ALSI’s 13%.

The key performance measure of return 
on invested capital (ROIC) has since 
2001 consistently exceeded the Group’s 
weighted average cost of capital (WACC), 
the past period being no exception with 
ROIC measured at 27% versus WACC of 
13%.

Quentin Scorgie

TRUWORTHS InTERnATIOnAL SHARE PRICE COMPARED TO THE ALSI

     RETURN ON INVESTED CAPITAL          WEIGHTED AVERAGE COST OF CAPITAL

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

35

30

25

20

15

10

5

–

Pe
rc

en
ta

ge

17

20
22

21

25
26

27
28

31

27

ROIC vs. WACC

     Truworths International          ALSI

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

10

9

8

7

6

5

4

3

2

1

–

TRUWORTHS SHARE PRICE 
COMPARED TO THE ALSI

19

16
17

14
15

13 13 13

16

13

Truworths International Limited Annual Report 2009  •  45



Chief Financial Officer’s Report (continued)

PERFORMAnCE RELATIvE TO 2009 
FInAnCIAL TARGETS
The Group has continued its practice 
of publishing financial and operating 
targets and benchmarking performance 
indicators against local and international 
peers. Gross margin and operating 
margin performance for the period was at 
the top end of the target range provided 
to shareholders. This performance is well 
ahead of the Group’s competitors in  
South Africa and compares favourably 
with the leading global fashion retailers. 

Return on equity at 44% was marginally 
below the targeted range owing to the 
increased levels of cash retained by the 
Group. The inventory turn of 6.1 times 
was just outside the targeted range of 
6.2 to 6.5 times. Management is satisfied 
with inventory turn at these levels.

The analysis of the Group’s performance 
relative to its financial targets should 
be read in conjunction with the Group 
annual financial statements from  
pages 128 to 220.

FInAnCIAL TARGETS
Target

2009
Achieved 

2009

Gross margin (%) 54 – 55 55

Operating margin (%) 32 – 34 34

Return on equity (%) 45 – 50 44

Inventory turn (times) 6.2 – 6.5 6.1

FInAnCIAL PERFORMAnCE
Sales growth
Sale of merchandise, including retail 
and franchise sales, increased 11% to  
R6.2 billion (13% excluding the additional 
week in the prior period). 

Group credit retail sales increased by 
8% to R4.4 billion (10% excluding the 
additional week in the prior period) and 
cash retail sales increased by 15% to  
R2.0 billion (18% excluding the additional 
week in the prior period). Credit retail 
sales as a percentage of Group retail sales 
decreased to 69% from 70% in the prior 
period. 

Product inflation measured approximately 
10% for the period and comparable store 
sales growth was 5%. At the end of the 
period the store count reached a total of 
495 after 18 new Truworths, 19 Identity, 
10 uzzi and 1 YDE stores were opened 
and 5 Truworths stores were closed. 
Together with the 14 stores that were 
renovated or extended, trading space 
increased by 12% when compared to the 
prior period. Trading densities decreased 
marginally from R29 965 in the prior 
period to R29 307 in the current period. 
Refer to the Store Report on pages 79 to 
81 for further detail.
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As a result of buoyant trading conditions 
in African countries such as Lesotho 
and Kenya, franchise sales increased 
by 12% to R38 million. Franchise sales 
have increased by an annual compound 
growth rate of 16% over the last five 
years with seven stores being added over 
that period.

Gross margin
The gross margin has remained constant 
at 55%. Allowances for markdown, 
obsolescence and shrinkage as a 
percentage of gross inventories improved 
from 24% to 21%.

Trading expenses
Trading expenses were 11% higher than 
the prior period and remained at 33% 
of sale of merchandise. The increase in 
expenses is attributable to the following:

• Depreciation and amortisation 
increased by 14% aligned to capital 
expenditure of R198 million.

• Employment costs increased by 
12%, however after excluding non-
comparable store costs, employment 
costs increased by 9%.

• Occupancy costs increased by 20% 

with a substantial proportion of this 

increase resulting from the 12% 

trading space growth during the 

period. Excluding non-comparable 

stores, occupancy costs increased by 

12%. Rental escalations during the 

period averaged 8% while rates, water 

and electricity costs increased 29%.

• Trade receivable costs declined by 
7%. An increase of 17% in net bad 
debts and 21% in collection costs 
was offset by a 76% reduction in the 
additional doubtful debt allowance 
required relative to the prior period.

• Other operating costs increased by 
25%, mainly due to foreign exchange 
losses of R23 mill ion incurred 

SALE OF MERCHAnDISE

2009
52 weeks

Rm

2008
53 weeks

Rm

% change
(including

week 53 in 
prior period)

% change
(excluding

week 53 in 
prior period)

Truworths Ladieswear 3 610 3 368 7 9

Truworths Menswear 1 220 1 092 12 14

Identity 821 685 20 23

Daniel Hechter 790 718 10 12

Retail sales 6 441 5 863 10 12

Franchise sales 38 34 12 15

Accounting reclassifications (232) (246) (6) (6)

Sale of merchandise 6 247 5 651 11 13

YDE agency sales 246 241 2 4
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predominantly on the mark-to-market 
adjustment of forward exchange 
contracts at the end of the period 
and a VAT input disallowance of  
R19 million that has been referred to 
the South African Revenue Service 
(SARS) for consideration. 

Interest received
Total interest received increased by 
17% to R614 million. Trade receivable 
interest received increased by 13% to  
R549 million and 12% when the notional 
interest on 6-month interest free credit 
sales is excluded. For further information 
on interest received on the debtors’ book 
refer to Managing the Risk of Credit 
Report on pages 55 to 59. Investment 
interest increased by 76% to R65 million 
mainly as a result of the higher average 
cash balances during the period. 

Trading and operating margins
Trading profit increased by 11% (16% 
excluding the additional week in the 
prior period) to R1.5 billion. The trading 
margin remained at 24%. Excluding the 
additional week of the prior period the 
trading margin increased from 23% to 
24%.

Profit before tax increased by 12% (17% 
excluding the additional week in the prior 
period) to R2.1 billion which translates 
into an operating margin of 34%. This is 
an improvement on the 33% achieved in 
the prior period.

Tax expense
The Group’s effective tax rate is 32.2% 
compared to the 31.7% in the prior 
period. This is due to a mix of increased 
disal lowable expenses, decreased 
secondary tax on companies and lower 
non-taxable income.

Earnings
Both basic and headline earnings 
increased by 12% to R1.4 billion (17% 

excluding the additional week in the prior 
period). Basic earnings were adjusted for 
the R2 million loss on disposal of plant 
and equipment.

STATEMEnTS OF FInAnCIAL 
POSITIOn
Return on capital decreased from 71% to 
65%, mainly due to the increased cash 
holdings. Total assets increased by 15% 
to R4.5 billion.

non-current assets
non-current assets grew by 9% to  
R927 million:

• Property, plant and equipment 
increased by 17% due to increased 
capital expenditure. R11 million was 
spent on land, R129 million on store 
development, R7 million on head 
office refurbishments, R25 million on 
warehousing facilities and R23 million 
on computer infrastructure and 
technology.

• Derivative financial instruments 
increased from R16 mill ion to  
R25 million. This is partly due to 
the expiry of options to the value of  
R14 million and the increase in the 
share price from R21.90 at June 2008 
to R36.90 at June 2009, resulting in 
an upward revaluation of the High 
Performance Share-based Scheme 
(HPSS) call options.

• The deferred tax asset decreased 
from R63 million to R48 million. This 
is mainly due to the movement in the 
HPSS gain deferred in equity when 
compared to the loss in the prior 
period.

Current assets
Current assets increased by 17% to  
R3.6 billion:

• Trade and other receivables increased 
by 10%. The provision of responsible 
credit and the efficient management 
of the debtors’ book are critical 

to sustaining the Group’s financial 
performance. The debtors’ book, 
before the doubtful debt allowance, 
increased 11% to R2.6 billion. 
net bad debt as a percentage of 
trade receivables grew to 11.9% 
from 11.3% in the prior period. 
Management remains satisfied with 
the quality of the book and the 
level of doubtful debt allowance. 
The increased net bad debt and 
associated costs were offset by the 
additional interest income earned on 
the debtors’ book during the period. 
Credit management is detailed in the 
Managing the Risk of Credit Report on  
pages 55 to 59.

• Cash  and  cash  equ i va len t s 
increased 44% from R533 million to 
R767 million at the end of the period. 
The Group generated R569 million 
from operating activities and utilised 
cash mainly to fund share repurchases, 
expand distribution facilities and 
invest in the store network (refer to 
Capital management in this report for 
further information).

Equity and liabilities
As a result of share scheme participants 
exercising their options, 2 million shares 
were issued during the period at an 
average price of R7.69 with the proceeds 
amounting to R15 million. 

During the period 5 million shares were 
repurchased at an average price of R29.04 
per share for a total of R159 million. 
Since the inception of the share buy-back 
programme in 2002, 73 million shares 
have been repurchased at an average cost 
of R16.84 per share and a total cost of 
R1.2 billion. Forty-three million of these 
shares (at an average cost of R10.95 per 
share and a total cost of R475 million) 
have been cancelled. At the end of the 
period 30 million shares (6.6% of total 
shares in issue) were held as treasury 
shares.

Chief Financial Officer’s Report (continued)
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CASH FLOW
Cash f low per share decreased 
marginally by 2% to 294.4 cents and 
cash equivalent earnings per share 
of 377.6 cents increased 20% over 
the prior period. This equates to a 
realisation rate of 78% when compared 
to the prior period’s 96%. The decline 
in the cash realisation rate is due to 
the working capital outflows in the 
current period and higher tax payments 
as a result of the application of  
paragraph 19(3) of the Fourth Schedule 
of the Income Tax Act by SARS.

Cash earnings before interest, tax, 
depreciation and amortisation increased 
to R1.7 billion, 13% above the prior 
period. Movements in working capital 
reflected a net outflow of R246 million 
when compared to an outflow of 
R104 mill ion in the prior period. 
This increase is mainly due to trade 
and other receivables increasing by 
10% (R204 million) compared to 6%  
(R115 million) in the prior period. 

net cash used in financing activities 
decreased 15% from the prior period. 
This is due to R159 million being spent 
on share repurchases compared to  
R183 million in the prior period. 

CAPITAL MAnAGEMEnT
The Group has continued to manage 
capital to enhance returns to shareholders 
while meeting the requirements of the 
business.

In the 2010 financial period the Group 
is committed to continuing share 
repurchases at price levels that remain 
earnings enhancing, and actively seeking 
acquisition opportunities that are aligned 
to the Group’s business.

The objectives of the capital management 
strategy are to:

• Ensure healthy capital ratios are 
maintained to support the business

• Enhance returns to shareholders after 
benchmarking anticipated returns 
against the Group’s financial targets

• Ensure that Group entities have 
sufficient capital for their operations

• Capitalise on opportunities to improve 
returns and enhance shareholder value

• utilise excess cash to buy back shares 
and enhance both earnings per share 
and return on shareholders’ equity.

As shown in the graphs, over the 
past nine years net cash generated 
from operating activities amounted to  
R2.9 billion, with capital expenditure of 
R1.1 billion and R1.2 billion spent on 
share buy-backs. Total acquisition costs 
of R146 million relate to YDE and uzzi.
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Chief Financial Officer’s Report (continued)

Capital expenditure for 2010
The board has approved a capital 
expenditure budget of R305 million for 
the 2010 financial period, with 90% 
of the expenditure being committed to 
the investment in stores and the Group’s 
distribution facilities. Expenditure will 
cover:

• store development: R150 million;

• distribution facilities: R126 million;

• computer infrastructure: R27 million; 
and

• head office refurbishments: R2 million.

FInAnCIAL TARGETS 2010
The financial targets for the 2010 
period have been reviewed relative to 
the performance of 2009 and to reflect 
the expected trading environment and 
economic conditions. The targets for 
gross margin and operating margin 
remain unchanged while the target range 
for return on equity has been adjusted to 
40% – 45% and inventory turn has been 
widened to 6.0 – 6.5 times. 

To  mon i to r  a s se t  p roduc t i v i t y 
performance, targets have been set for 
the first time for return on assets and 
asset turnover. 

FInAnCIAL TARGETS 2010

Gross margin (%) 54 – 55

Operating margin (%) 32 – 34

Return on equity (%) 40 – 45

Return on assets (%) 44 – 49

Inventory turn (times) 6.0 – 6.5

Asset turnover (times) 1.2 – 1.5

FInAnCIAL RISK MAnAGEMEnT
The Truworths International board 
is responsible for risk management, 
including financial risk management, and 
is assisted by the directors of Truworths 
Limited (Truworths). The Risk Committee, 
a committee of the Truworths board, 
oversees the management of financial 
risks relating to the Group’s operations.

The Group is exposed to a range of 
financial risks arising from the use of 
financial instruments, which include 
market risk, credit risk and liquidity risk.

A comprehensive summary of the Group’s 
financial risk management and specific 
exposures is disclosed in note 24 to the 
Group annual financial statements. 

The board has adopted the King II Code’s 
risk management principles and has 
established a policy framework which 
guides the Group’s risk management 
processes. These policies and guidelines 
are periodically examined by senior 
executives and adjusted, if necessary, to 
ensure that changes in the business and 
economic environment are taken into 
account. These policies and frameworks 
will be modified when the King III Code 
comes into effect in 2010 to ensure 
the recommendations of the Code are 
adopted, where appropriate. Refer to 
the Risk Report on page 97 for further 
information relating to financial risk 
management.

ACCOUnTInG STAnDARDS
The Group has adopted IAS 1 (revised) 
earlier than required by the standard. 
The adoption gave rise to additional 
disclosures and changes to the way 
comparative information is presented. 
Refer to note 34 of the Group annual 
financial statements for a summary of 
the changes to wording and terminology. 
The adoption of IAS 1 also affects the 
presentation of owner changes in equity 
and comprehensive income. The effect 
of the adoption of this standard and 
the change in disclosure is detailed in 
the principal accounting policies on  
page 141.
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a high standard of financial reporting. I 
would like to thank the finance team for 
their commitment to ensuring the Group 
remains at the forefront of disclosure and 
continues to be acknowledged for the 
quality of reporting to stakeholders. Thank 
you also to the local and international 
analyst and fund management community 
for your active coverage of the Group and 
for your regular and positive engagement 
with management. 

Quentin Scorgie
Chief Financial Officer
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As a fashion retailer the Group provides 
credit as an enabler to merchandise 
sales growth. This strategy is executed 
without compromising portfolio health, 
the requirements of the national Credit 
Act or our obligation to shareholders and 
customers to supply responsible credit.

Experience has shown that if the right 
merchandise is available customers will 
continue to pay their accounts to be 
able to purchase more clothing and 
accessories. Managing the risk of credit 
is therefore closely linked to the Group’s 
ability to manage the risk of fashion, 
and this is even more relevant in times 
of economic downturn when disposable 
income is lower and consumers are more 
discerning.

A CHALLEnGInG CREDIT 
EnvIROnMEnT
High interest rates and persistently high 
inflation in the first half of the financial 
period, together with escalating job 
losses, contributed to increased levels of 
consumer indebtedness in the country. 
The March 2009 national Credit Regulator 
Credit Bureau Monitor confirms this fact 
and shows the number and percentage 
of consumers with impaired credit records 
increasing from 6.6 million (38.4%) in 
March 2008 to 7.5 million (42.4%) 
a year later. During that same period 
the number of consumers applying for 
credit decreased from 11.1 million to  
10.0 million.

In this challenging environment the Group 
continued to apply its normal credit 
management policies with no material 
change to practices or procedures.

As a result of the tough economic 
and credit environment the Group 
experienced a slight decline in account 
acceptance rates and in customers 
purchasing on credit. However, account 

Managing The Risk Of Credit

delinquency levels improved despite the 
national trend of increased debt levels. 
Management remains satisfied with the 
quality of the debtors’ book.

CUSTOMER RELATIOnSHIP AnD 
ACCOUnT MAnAGEMEnT
The Group’s customer relationship 
management strategy employs a 
holistic approach to influence customer 
behaviour with a view to attracting new 
customers, growing customer spend, 
reducing customer attrition, building 
brand loyalty, improving customer service 
and enhancing Group profitability. 

Key focus areas used to manage the 
portfolio during the financial period 
inc luded account base growth, 
collections performance, the cost of 
credit, formalising the management of 
the debt counselling process, improved 
credit line take-up and access to robust 
management information systems. 
Satisfactory performance was experienced 
in all these areas. 

The Group’s active account base grew by 
3% to exceed 1.8 million accounts, in an 

environment not conducive to account 
origination growth and off a high base 
following the strong growth in accounts 
over the past four years.

Group credit sales as a % of retail sales 
dropped slightly from 70% to 69% as a 
result of the higher contribution to sales 
from Identity which is predominantly a 
cash chain.

The Group’s strict credit granting criteria 
continued to be applied and new account 
acceptance rates declined from 40% to 
39%. new account acceptance rates 
are measured for applicants granted 
credit and exclude accounts opened 
for credit card holders and via direct 
mail. A number of channels are used by 
customers to open accounts, including 
faxed applications, the internet, text 
messages via mobile phones and direct 
mail. new account performance, using 
traditional vintage curves, is measured by 
channel in order to give early indications 
of risk performance. 

The percentage of active account holders 
eligible to purchase at the end of the 
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Managing The Risk Of Credit (continued)

period was consistent at 84%, with 
approximately 1.5 million customers 
therefore having access to credit. When 
dormant accounts are included, in excess 
of 2 million customers have credit facilities 
to shop in our stores.

Advanced software models and scorecards 
continued to be developed and applied 
to the management of credit strategies 
in the Group. These included scorecards 
which were developed specifically for the 
Group and which apply underlying credit 
bureau characteristics. These are used in 
conjunction with traditional bureau-based 

scores. Predictive scorecards are used to 
determine the likelihood of an account 
going bad within a subsequent six-month 
period, the likelihood of payment once 
the account has gone bad, the ease of 
recovery once written off, the propensity 
to purchase of active accounts and the 
likelihood of attrition. These scorecards, 
along with bureau-based scores, are used 
in credit limit, collections and marketing 
strategies to meet the objectives set by 
the business.

A model is applied to forecast bad debt 
levels. This model uses the historical 

performance of the portfolio plus 
expected sales for the upcoming year 
and account origination growth, together 
with an alignment factor to determine 
the percentage of the portfolio that will 
be charged-off in the next 12 months. 
Within this model all active balances, 
irrespective of the delinquency level, are 
allocated an impairment factor.

Overdue accounts as a percentage of 
the total debtors’ book improved from 
17% in 2008 to 16% at the end of the 
reporting period, comparing favourably 
with retail industry norms.

COST OF CREDIT
The credit operations across the business generated a surplus of R65 million during the period compared to a cost of R13 million 
in the prior financial period.

COST OF CREDIT
2009

Rm
2008

Rm
2007

Rm
2006

Rm
2005

Rm

Total trade receivable interest 549 488 318 257 192

Trade receivable interest 453 404 241 170 122

notional interest 96 84 77 87 70

Internal and external financial services income* 28 23 18 12 9

Total income 577 511 336 269 201

Internal and external collection costs** (179) (153) (125) (104) (89)

net bad debt and change in doubtful debt allowance (333) (371) (205) (104) (71)

Total costs (512) (524) (330) (208) (160)

Cost of credit: surplus/(cost) 65 (13) 6 61 41 

* This includes intra-group management fee income relating to the provision of credit management services to YDE. 

** These are disclosed in the annual financial statements under employment and other operating costs and include internal collection costs such 

as salaries.
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Total trade receivable interest increased 
13% from R488 million in 2008 to  
R549 million in 2009. Currently 73% of 
trade receivables are interest-bearing and 
initiatives are being considered to further 
enhance interest income. The core focus 
still remains the provision of credit in 
order to sell merchandise.

Internal and external financial services 
income increased 22% to R28 million as 
a result of the introduction of an annual 
service fee for all new account holders 
and improvements in the marketing of 
our account balance protection insurance 
product.

Internal and external collection costs 
increased 17% to R179 million owing to 
greater focus on credit collections which 
resulted in improved recovery rates. This 
performance was driven by training aimed 
at enhancing the skills of collections staff, 
the implementation of new collections 
strategies, an incentive-based staffing 
programme and the implementation of 
technology to manage the allocation of 
debt to external collection agencies.

net bad debt together with the change 
in the doubtful debt allowance was  
R38 million (10%) lower than the prior 
period. This lower level was mainly as 
a result of a reduction in the additional 
doubtful debt allowance required relative 
to the prior period.

The doubtful debt allowance as a 
percentage of trade receivables was 
maintained at 11.9% while the net bad 
debt percentage to trade receivables grew 
from 11.3% to 11.9%. net bad debt to 
credit sales grew from 6.3% to 6.8%. 
Despite these increased ratios the Group’s 
credit management strategies remain 
profitable with interest income exceeding 
the aggregate of net bad debt and the 
change in the doubtful debt allowance 
as depicted in the graph below.

The Group continued to apply its strict 
and conservative write-off policy which 
includes a high qualifying payment of 
90%, no accounts being held back as a 

result of payment recency, accounts under 

administration being immediately written 

off and accounts under debt review being 

written off using our standard write-off 

criteria. 

This conservative approach ensures 

non-performing debt is removed from 

our portfolio quickly whilst the high 

qualifying payment percentage ensures 

performing accounts are placed in a 

position to purchase again. Benchmark 

results consistently show the Group’s 

percentage payment to balance ratio and 

the average sales per account ratio to be 

amongst the highest in the industry.
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Managing The Risk Of Credit (continued)

TRADE RECEIvABLES STATISTICS 2009 2008 2007 2006 2005

Group

number of active accounts (000’s) 1 839 1 783 1 689 1 364 1 074

Trade receivables (before doubtful debt allowance) (Rm) 2 550 2 296 2 048 1 536 1 199

Credit sales as a % of total sales (%) 69 70 73 74 74

Qualifying payment (%) 90 90 90 90 90

Applications granted credit (%) 39 40 41 42 48

Active account holders able to purchase at period-end (%) 84 84 85 87 87

Overdue accounts as a % of total debtors (%) 16.0 17.0 14.6 14.3 14.0

net bad debt as a % of credit sales (%) 6.8 6.3 3.6 2.7 2.3

net bad debt as a % of trade receivables (%) 11.9 11.3 6.6 5.1 4.6

Doubtful debt allowance as a % of trade receivables (%) 11.9 11.9 7.9 5.9 5.9

Trade receivable interest as a % of trade receivables (%) 22 21 16 17 16

Truworths

number of active accounts (000’s) 1 651 1 633 1 574 1 292 1 039

Trade receivables (before doubtful debt allowance) (Rm) 2 348 2 147 1 940 1 471 1 172

Credit sales as a % of total sales (%) 74 77 79 78 79

Qualifying payment (%) 90 90 90 90 90

Applications granted credit (%) 40 42 43 42 48

Identity

number of active accounts (000’s) 167 126 98 61 28

Trade receivables (before doubtful debt allowance) (Rm) 178 125 90 53 21

Credit sales as a % of total sales (%) 37 34 33 32 11

Qualifying payment (%) 90 90 90 90 90

Applications granted credit (%) 35 34 36 36 43

YDE

number of active accounts (000’s) 21 19 17 11 7

Trade receivables (before doubtful debt allowance) (Rm) 24 21 18 12 6

Credit sales as a % of total sales (%) 21 21 20 18 7

Qualifying payment (%) 90 90 90 90 90

Applications granted credit (%) 64 63 62 62 71
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MANAGING THE RISK OF CREDIT 
IN 2010
Despite positive developments relating 
to interest rates and inflation, rising 
retrenchments and unemployment 
remain a risk to the economy and 
therefore the credit retail sector. The 
severity of the economic downturn over 
the past two years and the longer term 
financial impact on consumers should 
not be under-estimated. It is therefore 
likely that the turnaround in the domestic 
economy is likely to take longer than 
anticipated, making the 2010 financial 
period more difficult in many ways than 
the 2009 period. 

Customer relationship management plans 
for 2010 include:

• improving the account origination 
process through the implementation 
of new scorecards and technology 
to improve acceptance rates while 
maintaining existing good/bad rates;

• enhancing account origination direct 
mail strategies to improve response 
rates, improve activation rates and 
lower the costs of direct mail;

• changing credit line strategies to 
optimise the allocation of credit limits 
and improve credit line take-up;

• increasing use of digital media and the 
internet to improve communication to 
customers who prefer these channels; 
and

• continuing the focus on credit 
collections and recovery rates to 
reduce delinquency levels and to 
place more customers in a position 
where they can shop again.

Innovative customer relat ionship 
management strategies will ensure 
the Group continues to build a 
profitable active account base, without 
compromising the health of the portfolio. 
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Managing The Risk Of Fashion

‘Youthful fashionable South Africans 
want to look attractive and successful 
and feel enthused with confidence. To 
this end, Truworths entices them into 
the most visually appealing real and 
virtual environments where they can 
shop effortlessly for an innovative and 
adventurous blend of colour, fabric and 
fashion styling of international standards.’

Success for a fashion retailer is ultimately 
determined by the ability to manage the 
risk of fashion and is measured by what 
does and what does not sell. The Group 
needs to predict fashion trends, be first to 
market with the latest styles, fabric and 
colour, anticipate customer demand and 
produce quality winning ranges across 
all brands every season. Although the 
economic and trading environment is 
challenging, if there is quality fashion in 
our stores our customers will buy it.

The Group’s skill in managing the risk of 
fashion over the past financial period in a 
tough trading environment is reflected in 
an 11% increase in sale of merchandise 
(13% excluding the additional trading 
week in the prior period), gross 
margins of 55% being maintained 
and its ladieswear and menswear 
share of the Retail Liaison Committee 
(RLC) market increasing to 20.9%  
(2008: 20.6%) and 18.7% (2008: 18.2%) 
respectively.

COnSISTEnT PLAnnInG AnD 
BUYInG FORMULA
The Group’s merchandising model is 
based on a disciplined merchandise 
buying and planning formula which is 
consistently applied season after season. 
At the same time we are constantly 
striving to reduce lead times in the supply 
chain as the product moves from the 

design concept until it reaches the store. 
Shorter lead times enable the Group to 
have the latest trends first and to reduce 
costs, thereby translating into improved 
profitability. 

Truworths’ fashion is aimed at making 
customers look attractive and successful 
and feel enthused with confidence, 
regardless of age, size or income. 
Truworths therefore has one clearly 
defined customer – the youthful, 
fashionable South Afr ican. This 
eliminates the risk of segmenting the 
market and targeting merchandise to 
different customer groups and is a key 
driver in the process of managing the 
risk of fashion. Truworths has a clear 
merchandise philosophy of buying ‘wide 
not deep’ and has a profile for each brand 
which defines how customers feel when 
they wear that brand of clothing. This 
approach offers customers an extensive 
range of garments and styles, with 
limited quantities of each item and size 
to heighten the fashionability.

In-house teams of designers, planners 
and buyers work under the direction 
of experienced managers who are 
specialists in fashion forecasting, buying 
and planning. The process harnesses the 
creative flair and energy of buyers with the 
analytical skills of planners. This process, 
together with executive management 
interventions and reviews at critical points 
within the product development life 
cycle, ensures the risk of fashion failure 
within the Group is limited. ultimately 
the success of the process is based 
on the team’s understanding of what 
customers want, a clear product focus 
and understanding of fashion direction 
and most importantly, a real passion for 
fashion.

Merchandise buying and planning skills 
are in short supply nationally. The Group 
is committed to developing talent to 
limit the risk of the current skills pool of 
industry leading merchandise executives 
from being eroded. An in-house fashion 
academy offers aspirant buyers and 
planners intensive learning and job skills 
training to become trainee buyers, then 
designate buyers, before graduating 
as buyers or planners. Coaching 
programmes for senior merchandise 
executives are aimed at developing 
technical and leadership skills. The five 
divisional directors in the Merchandise 
division have close to 60 years collective 
experience within the Group.

Tough times test the merchandise teams’ 
ability to develop better ranges as 
customers become more discerning. 

Despite the processes to manage the 
fashion risk, disappointments are 
inevitable. On reflection, certain winter 
ranges were probably not adventurous 
enough and focused too much on the 
fashion winners from the prior year. The 
Group’s culture is to look internally and 
address processes rather than blame 
external factors, in the firm belief that 
if the merchandise is right it will sell, 
and hence underperforming areas have 
received additional focus and guidance 
for the coming year.

PREDICTInG THE FASHIOn 
Fashion inspiration is sought internationally 
and interpreted for the local market. 
Retailers in the southern hemisphere can 
monitor fashion trends in the northern 
hemisphere which is always six months 
ahead because of climate. The Group’s 
designers, buyers and planners track 
the season’s new fashion trends by 
attending international garment and 
fabric fairs, through electronic media and 
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Managing The Risk Of Fashion (continued)

by monitoring international retailers and 
their interpretation of the latest trends in 
the uSA, uK and Europe. These trends 
are then interpreted for the South African 
market and incorporated into the ranges 
for the new season.

An in-house Fashion Studio is at the centre 
of the merchandising process. Trends are 
analysed and ideas generated. Planning 
starts six to eight months ahead of each 
new season. Information is sourced from 
trend institutes and international fashion 
fairs, along with street trends and input 
from consultants based in the major 
fashion capitals of the world. Buyers 
and merchandise executives undertake 
extensive travel to identify what’s new 
and happening for next season. Global 
trends are then analysed and interpreted 
for the Group’s customers. Colours, 
fabrics, styles and trims are selected for 
each brand for the next season. 

COMMITMEnT TO QUALITY
The Group is recognised as having great 
fashion of excellent quality. The quality 
assurance team works closely with 
suppliers throughout the product life 
cycle to ensure quality standards are met 
on local and imported merchandise. A 
team of quality technologists conducts 
tests on fabric, garments, footwear 
and accessories in an in-house fabric 
and garment laboratory. Standards 
have remained high and quality related 
merchandise returns again reduced in 
2009. The quality assurance team has 
been strengthened to increase support 
to international sourcing activities in 
evaluating suppliers and to provide 

further assistance to the local supplier 
base to improve quality standards.

SUPPORTInG LOCAL SUPPLIERS
Another important aspect of managing 
the risk of fashion is a reduction in the 
supply chain lead times. The Group 
has retained levels of locally produced 
merchandise at approximately 50%, with 
over 60% of ladieswear merchandise 
manufactured locally. Manufacturing 
garments locally reduces lead times 
and allows for trendier garments to be 
produced in smaller volumes, in line with 
the ‘wide not deep’ fashion philosophy. 
Domestic suppliers can also respond 
quickly to restocking fast-selling styles.

Shipping of imported goods adds between 
four and six weeks to delivery times. 
Local sourcing gives the merchandise 
team this extra time to capitalise on the 
latest trends and place orders as late as 
possible, and still be first to market with 
the fashion.

While the Group sources product 
from several local suppliers, close 
relationships have been forged with a 
small group of manufacturers. These 
suppliers are intimately involved in the 
merchandise process and participate 
in planning and designing ranges to 
ensure utmost fashionability. Refer to 
the Sustainability Report on page 116 for 
detail on the Group’s support of the local 
manufacturing and textile industries.

Imported merchandise offers a distinct 
price advantage as well as technical 
benefits. Shoes, accessories, knitwear, 

jeanswear and homeware categories have 
a higher proportion of imports. Imports 
also provide protection against possible 
disruption in local supply.

BUILDInG DISTRIBUTIOn CAPACITY
Extensive growth in merchandise volumes 
has led to the need for further investment in 
distribution capacity. Building of the Bofors 
distribution centre in Epping, Cape Town 
was completed in August 2009. After 
the installation of equipment, the facility 
will be commissioned in April 2010. 
Located close to the current Truworths 
Distribution Centre (TDC), the 5 000 
m2 facility will accommodate high level 
storage and semi-automated handling 
systems and enhance distribution 
capacity by approximately 30%. The 
total spend on the Bofors distribution 
centre is estimated to be R114 million. 
Refer to the Sustainability Report on  
page 119 for detail on the environmentally-
friendly features incorporated into the 
new distribution centre.

The Bofors facility will streamline 
distribution by enhancing productivity 
levels and efficiency and shortening lead 
times in distributing goods to stores. The 
new facility will relieve pressure on TDC 
which will also undergo refurbishment 
in 2010 to introduce new technology to 
increase capacity for hanging and flat 
stock. The upgraded TDC and new Bofors 
facilities will provide distribution capacity 
beyond 2015. Processes have been 
implemented to limit the risk of supply 
chain disruption during the upgrading 
and building phase.
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Sale of merchandise

Compound groWth rate 8 years: 15%

truWorths ladiesWear
POSITIONING 
a confident collection of leisurewear, formalwear, eveningwear, 
lingerie, shoes and accessories designed for the modern 
fashionable woman, a range that’s gladly created for the love 
of fashion. truworths offers a wide range of brands: outback 
red, truworths Casualwear, truworths Jeans, ginger mary, 
Finnigans, truworths Collection, essence, truworths glamour, 
Zeta, intrigue, skiny, peep, lucia rosati and truworths maternity.

RevIew Of 2009 
sales increased by 9% (11% excluding the additional trading 
week in the prior period) and as the group’s flagship brand it 
contributes 40% to total sale of merchandise. sales have grown 
by an annual compound growth rate of 15% over the past eight 
years. during the period, 13 stores were opened and 1 store 
closed, bringing the truworths store base to 259.

PlaNS fOR 2010
Focus will be placed on offering highly fashionable product which is in 
line with international trends and quality standards, complemented 
by ranges of unique home grown products (ideally suited to the  
south african market). attention to detail in all areas from 
merchandise selection to range planning and inventory 
management should ensure continued growth. trading space 
will be expanded with the planned opening of 10 stores and 
the renovation of 22 stores.
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Sale of merchandise

Compound groWth rate 8 years: 22%

 truWorths mensWear
POSITIONING 
the modern, fashion-conscious, youthful south african man 
has many tastes. For this reason a wide range of exclusive 
menswear brands are offered: truworths man, uzzi, hemisphere, 
hemisphere sport, studio and exstream. this range encompasses 
formalwear, leisurewear and a range of shoes and accessories. 

RevIew Of 2009
sales increased by 12% (14% excluding the additional trading 
week in the prior period) and contributed 20% to total sale of 
merchandise. the sustained success of truworths menswear is 
reflected in the annual compound growth rate of 22% over 
the past eight years. during the period 10 truworths man and 
14 uzzi departments within emporium stores were opened. 
a net 1 truworths man and 10 uzzi stand-alone stores were 
also opened. truworths man now has 258 departments within 
emporium stores and 26 stand-alone stores while uzzi has 23 
departments within emporium stores and 45 stand-alone stores. 

PlaNS fOR 2010
a further 9 truworths man and 9 uzzi departments within 
emporium stores as well as 6 stand-alone uzzi stores are planned 
to open in the 2010 financial period. a major focus for truworths 
menswear will be to react timeously to trends while at the same 
time ensuring ranges remain balanced, with core merchandise 
and accessories being regularly updated. 
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Sale of merchandise

Compound groWth rate 8 years: 23%

daniel heChter
POSITIONING 
a european-influenced collection of high quality, modern, 
timeless designs for men and women. the daniel hechter 
collection offers a refined feeling of style combined with a French 
touch, and the sophistication of classic european styling, superior 
tailoring and luxurious fabrics. 

RevIew Of 2009
sales increased by 10% (12% excluding the additional trading 
week in the prior period) and contributed 13% to total sale of 
merchandise. sales have grown by an annual compound rate of 
23% over the past eight years. daniel hechter continues to find 
increasing favour as a highly desired, upmarket menswear and 
ladieswear brand offering elegance, style and quality materials. 
daniel hechter is located in 4 stand-alone stores and 243 
departments within emporium stores.

PlaNS fOR 2010
the focus for 2010 is to continue capitalising on the growth 
potential created in recent years, in both the menswear 
and ladieswear ranges. the ranges will be broadened and 
an additional 10 ladieswear departments and 9 menswear 
departments will be added to emporium stores.
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Sale of merchandise

Compound groWth rate 8 years: 15%

inWear

POSITIONING 
a cutting-edge range of casual, formal and glamour fashion 
that demands to be noticed. inwear focusses on the very latest 
fashion trends developing an innovative and sexy range of 
formal, leisure and eveningwear. the inwear slogan – ‘own the 
attitude’ – guides the brand in always being youthful, fun and 
looking good. the inwear girl wants to wear what’s hot and 
happening right now.

RevIew Of 2009
sales increased by 2% (4% excluding the additional trading week 
in the prior period) and have grown by an annual compound rate 
of 15% over the past eight years. Following the opening of 13 
inwear departments within emporium stores during the period, 
the brand now has 230 departments within emporium stores 
and 1 stand-alone store.

PlaNS fOR 2010
inwear will focus on growing its market share as a leader in 
youthful female fashion in providing the latest looks and global 
fashion trends. sales are expected to benefit from the opening 
of 7 new departments within emporium stores in the 2010 
financial period.
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Sale of merchandise

Compound groWth rate 8 years: 18%

ltd
POSITIONING 
an eclectic collection of easy yet sophisticated leisure time 
dressing for women and men, complemented by ranges for 
teenagers, children and toddlers. ltd is a versatile leisure-
inspired range that has an urban feel with classic undertones. in 
keeping with this philosophy, ltd captures key international and 
local trends but always adds a twist. extra emphasis is placed on 
colour, fabric, design and detail. innovative and unusual styling 
makes ltd unique. ltd is the only brand in the group that caters 
for teenagers, children and toddlers.

RevIew Of 2009
sales grew by 15% (17% excluding the additional trading week 
in the prior period) and have grown by an annual compound rate 
of 18% over the past eight years. ltd now has 64 departments 
within emporium stores and 2 stand-alone stores.

PlaNS fOR 2010
ltd will remain focused on opportunities within the growing 
childrenswear market, while expanding the ladieswear and 
menswear product ranges. Four new ltd departments within 
emporium stores are planned to open in the 2010 financial 
period.
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Sale of merchandise

Compound groWth rate 8 years: 18%

 truWorths elements
POSITIONING
a superb range of the best international skincare, colour 
cosmetics and fragrance brands for him and her. truworths 
elements is a fresh and uncluttered beauty destination, focussing 
on highly sought after prestigious brands. Customers enjoy the 
expertise of trained specialist cosmetic consultants. Brands 
include maC, estee lauder, Clarins, aramis, hugo Boss, revlon 
and elizabeth arden, as well as niche fashion and salon brands.

RevIew Of 2009
sales grew by 7% (9% excluding the additional trading week 
in the prior period) and have grown by an annual compound 
rate of 18% over the past eight years. truworths elements has 
full-range departments in 60 of the larger emporium stores, as 
well as counters in a further 8 stores.

PlaNS fOR 2010
truworths elements will be included in 4 new and 3 revamped 
emporium stores in the 2010 period. growth will be driven by a 
strong focus on stock availability, optimisation of trading space 
and maximising new product launches.
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Sale of merchandise

Compound groWth rate 8 years: 11%

truWorths JeWellery
POSITIONING 
a selection of quality fine jewellery, fashion jewellery, branded 
watches and sunglasses. truworths Jewellery appeals to youthful 
men and women, across a broad lifestyle spectrum, who view 
accessories as an integral part of fashion. the range includes 
high quality gold and silver jewellery, pewter and trendy fashion 
jewellery, as well as leading international watch and sunglass 
brands.

RevIew Of 2009
sales decreased by 5% (3% excluding the additional trading week 
in the prior period) resulting from a slowdown in discretionary 
spending, although sales have grown by an annual compound 
rate of 11% over the past eight years. ten departments within 
new stores were opened and truworths Jewellery now trades in 
117 emporium stores.

PlaNS fOR 2010
truworths Jewellery plans to continue sourcing new product 
categories that are aligned with the brand, as well as remaining 
focused on expanding and optimising existing ranges of jewellery, 
watches and sunglasses.
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Sale of merchandise

Compound groWth rate 7 years: 25%

truWorths liVing
POSITIONING 
truworths living provides a niched collection of unique designs 
to add style to your home. it provides a range of exciting home 
décor accessories and gifting items. scatter cushions, throws, 
glassware and exotic trinkets of all shapes and sizes will be found 
within the living offering. the living range targets fashionable 
home lovers with a unique taste. luxurious fabrics, colours and 
textures are combined to create opulent and decorative products 
synonymous with the brand signature of the truworths living 
range.

RevIew Of 2009
despite sales for the period remaining in line with the prior 
period, sales have grown by an annual compound rate of 25% 
over the past seven years. the living product offering has been 
broadened by expanding current ranges, adding new lines and 
improving continuity in key product categories. the buying 
process was reviewed and the benefits have already been seen. 
living now has 60 departments within emporium stores. 

PlaNS fOR 2010
truworths living will continue to broaden its product offering by 
testing and introducing new products in the ranges. management 
will continue to focus on the supplier base and ensure that the 
ranges are balanced. the brand will be expanded into a further 
4 emporium stores in 2010.
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Sale of merchandise

Compound groWth rate 8 years: 46%

identity
POSITIONING 
young, funky and affordable forward fashion for men and 
women; the store for those who want to make a statement. 
think young, fun, funky and barrier-bashing attitudes. identity 
caters to the youth market, whom want what’s trendy without 
a trendy price. identity provides plenty in this regard and has 
become the store for edgy seasonal must-haves and unique 
fashion statements.

RevIew Of 2009
sales increased by 20% (23% excluding the additional trading 
week in the prior period) and contributed 13% to total sale of 
merchandise. sales have grown by an annual compound rate of 
46% over the past eight years. growth was accelerated by the 
opening of 19 new stores, bringing the total number of identity 
stores to 141. 

PlaNS fOR 2010
identity plans to open 16 new stores in the 2010 financial period 
and continue to build on the success of new ranges launched in 
prior periods. as the ratio of credit to cash sales is low relative 
to the rest of the group this creates opportunities to expand 
the customer base through the credit offering. identity’s value-
for-money proposition for the young, fashion forward customer 
will see the brand remain one of the strongest growth areas in 
the group. 
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Sale of merchandise

COMPOunD GROWTH RATE 5 YEARS: 14%

YDE
POSITIOnInG 
Young Designers Emporium (YDE) was established to showcase 
South Africa’s young, cutting-edge fashion talent. YDE markets 
the clothing and lifestyle products of emerging designers and 
suppliers. The emporiums are targeted at fashion forward 
consumers in the 16 to 35 age group and offer clothing, shoes, 
bags and accessories.

REvIEW OF 2009
Agency sales increased by 2% (4% excluding the additional 
trading week in the prior period) and have grown by an annual 
compound rate of 14% over the past five years. YDE with its 
unique trading formula provides a platform for young designers 
to market their merchandise. Designers are allocated their own 
branded space in stores for which they pay a display fee, and a 
commission to YDE on sales. YDE currently offers 93 designer 
labels. A new store opened in Melrose Arch, Gauteng, bringing 
the total number of stores to 17.

PLAnS FOR 2010
Sales growth in the 2010 financial period will be driven 
by the opening of two stores and the refurbishment of the  
V&A Waterfront store. The account base will continue to increase 
as more customers are attracted to the ‘YDE Plastic’ store card 
offering.
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EMPORIUM MODEL

Store Report

The Truworths emporium concept offers 
customers a wide array of brands in a 
single store. This enhances the shopping 
experience as customers have easy access 
to the mainstream Truworths as well 
as other speciality brands. The model 
encourages cross-shopping across brands 
in one location, with the mainstream 
brands being the key attraction to 
customers. Trading densities increase 
as additional brands are included in an 
emporium store.

Identity and YDE are the only brands 
in the Group’s portfolio which are not 
made available in emporium stores and 
are stand-alone stores only.

Emporium stores are designed to have 
multiple entrances in prime positions in 
malls with maximum shop frontage and 
window exposure showcasing the broad 
range of brands and merchandise.

The emporium concept is highly flexible 
and can be adapted to fit the location, 
accommodating stores from 450 m2 to 
4 000 m2. Large emporium stores 
include all brands while smaller stores 
include a selection of brands, depending 
on the size of the store. Owing to the 
large trading area, emporium stores are 
ideally suited to super regional malls  

(over 100 000 m2), high density city strip 
shopping environments and regional 
malls (over 50 000 m2). 

ExCITInG AnD vISUALLY 
APPEALInG STORES
The Group aims to ‘define the fashion 
court’ and be recognised as the fashion 
anchor tenant in shopping centres. This 
means securing the best locations in all 
prime shopping centres. 

Location is important for the success of 
emporium stores. The Group considers it 
an advantage to be located close to the 
other major national fashion retailers. This 
attracts more customers to the fashion 
court and means that Truworths needs to 
compete to offer the best fashion relative 
to nearby competitors. 

Enticing stores and quality merchandise 
positions the Group as an aspirational 
fashion house. Creative visual displays 
attract customers into stores, with 
merchandise changed frequently to add 
freshness to the stores. Window display 
themes are linked to the in-store display 
of fashion.

ExPAnDInG STORE FOOTPRInT
The Group has continued to invest in 
new trading space to gain market share 

and promote sales growth, despite the 
slowdown in consumer spending. During 
the reporting period a net 13 Truworths 
stores were opened, including emporium 
stores in Melrose Arch (Johannesburg), 
Westwood (Durban) and Wonderboom 
Junction (Pretoria).

As part of the ongoing programme to 
enhance the quality of stores and the 
trading environment, a further 14 stores 
were renovated, relocated or expanded. 
This included the Durban city centre 
store which is now the largest Truworths 
emporium store with trading space of  
3 800 m2.

Following the integration of uzzi into 
Truworths this brand is incorporated in 
emporium stores in all new developments. 
Where uzzi cannot be accommodated in 
existing emporium stores owing to space 
limitations, stand-alone stores are opened 
in these malls. During the reporting 
period 10 stand-alone uzzi stores were 
opened.

Identity increased its store base to 141 
with the opening of 19 stores, while one 
YDE store was opened in the new Melrose 

Arch development in Johannesburg.

STORE SUMMARY
2008
Total

2009
net new

2009
Total

2010
 Planned

2010
 Projected

 total

Truworths Emporium 247 12 259 10 269

Identity 122 19 141 16 157

uzzi 35 10 45 6 51

Truworths Man 25 1 26 – 26

YDE 16 1 17 2 19

Daniel Hechter 4 – 4 – 4

LTD 2 – 2 – 2

Inwear 1 – 1 – 1

Total stores 452 43 495 34 529
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Store Report (continued)

Trading space increased by 12% to approximately 229 000 m2. Trading space for the 
2010 financial period is expected to increase by approximately 7% with the new and 
expanded stores adding approximately 16 000 m2 trading area. Capital expenditure of 
R150 million has been committed to the store expansion programme for 2010.

TRADInG SPACE

2008 
Total

(m2 000’s)

2009 
Total

(m2 000’s)

2010 
Projected

 total 
(m2 000’s)

Truworths Emporium 166 184 194

Identity 31 37 42

YDE 5 5 5

uzzi 2 3 4

Total trading area 204 229 245

Growth in trading area (%) 9 12 7

Capital expenditure on stores (Rm) 138 129 150

FRAnCHISE STORES 
Truworths has a network of 18 
franchise stores in Africa and 6 in the 
Middle East. The Group applies its local 
retailing formula and partners with 
entrepreneurial franchisees with strong 
retail management experience who share 
a love of fashion. The franchise model 
is not used for stores in South Africa, 
namibia and Swaziland.

The franchise store base remained at 
24 stores at the end of the period, 
comprising 13 Truworths and 11 Identity 
stores. One Truworths and one Identity 
store were opened in Ghana, while one 
Truworths store in Botswana and one 
Identity store in Dubai were closed. 
Franchise opportunities are evaluated on 
an ongoing basis and the Group plans 
to expand its footprint into more African 
countries while consolidating its presence 
in the Middle East.

STORE ExPAnSIOn In 2010
2010 will see the store base pass the 
500 mark for the first time. A total of 
34 new stores are planned and major 
emporiums will include The Grove 
(Pretoria), Hemingways (East London), 
Galleria (Amanzimtoti) and I’Langa 
Mall (nelspruit). A further 48 stores are 
scheduled to be refurbished, relocated 
or enlarged, including upgrades in high 
profile stores in Eastgate (Johannesburg) 
and Musgrave Centre (Durban). 

The Group has an enviable portfolio 
of well-located stores and remains 
unwavering in its quest to ‘entice 
customers into the most exciting and 
visually appealing retail environment 
where they can shop effortlessly’.
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Group StoreS TruworThs IdenTITy uZZI yde ToTal

2009 2008 2009 2008 2009 2008 2009 2008 2009 2008
eastern Cape 18 16 7 7 1 – 1 1 27 24

Free state 14 13 3 2 1 1 1 1 19 17

Gauteng 99 94 52 46 25 19 8 7 184 166

KwaZulu-natal 39 38 27 22 6 5 3 3 75 68

limpopo 16 14 7 4 3 2 – – 26 20

Mpumalanga 24 26 10 9 3 2 – – 37 37

namibia 8 8 2 2 – – – – 10 10

north west 16 13 5 4 1 1 – – 22 18

northern Cape 9 8 4 3 – – – – 13 11

swaziland 2 2 2 2 – – – – 4 4

western Cape 47 47 22 21 5 5 4 4 78 77

Total 292 279 141 122 45 35 17 16 495 452

FranchiSe StoreS TruworThs IdenTITy ToTal

2009 2008 2009 2008 2009 2008
Bahrain 2 2 1 1 3 3

Botswana 5 6 3 3 8 9

dubai – – 1 2 1 2

Ghana 1 – 2 1 3 1

Kenya 2 2 2 2 4 4

lesotho 1 1 – – 1 1

Qatar 1 1 1 1 2 2

Tanzania 1 1 1 1 2 2

Total 13 13 11 11 24 24

16 7 3

Lesotho

Western Cape

Northern Cape

North West

Gauteng

Mpumalanga

Limpopo

KwaZulu-Natal

Eastern Cape

Free State

Namibia
Swaziland

8 2

3

18 7 1 1

9 4

2 216 5 1
8 2

24 10 3

47 22 5 4

39 27 6 3

99 52 25 8

14 3 1 1
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Truworths International strives to achieve 
best possible governance practice, 
recognising that sound governance has 
a positive impact on long-term equity 
performance and is important for the 
sustainability of the Group.

The board of directors of Truworths 
Internat ional  i s  accountable to 
shareholders and is ultimately responsible 
for the corporate governance policy and 
ensuring the Group meets high standards 
of governance. 

Management aims to entrench a culture 
of good governance across the Group, 
rather than focussing only on regulatory 
and legislative compliance.

The Group subscribes to the principles 
of the Code of Corporate Practices 
and Conduct recommended by the 
King Report on Corporate Governance  
King ll. The directors are satisfied that the 
Group complied in all material respects 
with King ll and the provisions relating to 
corporate governance in the JSE Listings 
Requirements during the reporting 
period.

The di rectors  and management 
acknowledge the need to maintain 
a balance between the governance 
expectations of investors, regulators 
and other stakeholders, while delivering 
competitive financial returns.

GOvERnAnCE DEvELOPMEnTS 
In 2009
Corporate governance processes are 
regularly reviewed and enhanced to align 
with internal developments and to ensure 
ongoing adherence with legislation, 
regulation and best governance practices. 

During the reporting period the following 
improvements were made to the Group’s 
governance framework:

• the charter of the non-executive 
Committee was amended in relation 
to succession planning for and 
approval of appointments of key 
executives in the Group such that it 
acts as a nominations Committee;

• the Audit Committee charter was 
amended to include the obligations of 
the committee relating to the Group’s 
charitable trusts;

• the level of reporting to the Audit 
Committee of the Group’s tax 
compliance and tax risk management 
initiatives was enhanced;

• a charter was adopted for the Human 
Resources Department Management 
Committee which clar if ies its 
composition, duties and reporting 
responsibilities;

• a project team was formed to co-
ordinate work on the development 
of detailed business continuity action 
plans under the leadership of the 
Information Systems Audit Manager;

• a review of the Group’s change control 
governance commenced and will 
result in amendments to the charter 
of the Change Control Committee, as 
well as to the Group’s change control 
policy and process;

• the Group’s existing policy limiting the 
acceptance of gifts from suppliers was 
amended to prohibit the acceptance 
of gifts, as well as attendance at 
entertainment events funded by 
suppliers;

• a benchmarking exercise of the 
Group’s risk management processes 
is being undertaken by independent 
consultants; 

• management commenced the 
development of a pol icy on 
competitive conduct to inform 
employees of the Group’s stance in 
this regard; and

• management adopted and created 
employee awareness of a fraud policy, 
and developed a fraud response plan 
in its ongoing efforts to minimise the 
risk of fraud.

BOARD OF DIRECTORS
Board structure
The  complementa ry  ro le s  and 
responsibilities of the boards of Truworths 
International (the listed investment 
holding and management company), 
and Truworths Limited (Truworths) (the 
wholly-owned retailing subsidiary), are 
formally documented.

The Truworths International board 
provides direction and leadership to the 
Group, and is ultimately accountable for 
the overall performance and affairs of the 
Group. The board focusses on material 
issues which impact on shareholder value 
creation and the long-term sustainable 
growth of the business. This includes 
corporate governance, transformation, 
acquisitions and succession planning, 
as well as reviewing and monitoring the 
development and implementation of the 
strategic plans adopted by the Truworths 
board.

Operational responsibility has been 
delegated to the Truworths board 
which is accountable for the ongoing 
management of the business. The three 
executive directors of the Truworths 
International board, being the Chief 
Executive Officer, Deputy Managing 
Director and the Chief Financial Officer, 
are all salaried executives of Truworths.

Corporate Governance Report
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Board charter
A formal, documented board charter 
outl ines the scope of authority, 
responsibilities, powers, composition and 
functioning of the Truworths International 
board. The primary responsibilities of the 
board, which are reviewed and updated 
regularly, are as follows:

• review strategic direction and monitor 
execution of strategic plans;

• consider financial reports, budgets 
and business plans, and monitor 
performance;

• approve annual and interim financial 
reports and dividends;

• review risk management strategies 
and ensure effective internal controls;

• advise on corporate finance, treasury, 
employment equity and benefits, 
stakeholder communication and 
governance issues;

• make material investment, disinvest-
ment, refinancing or restructuring 
decisions;

• evaluate and monitor performance 
of the board, individual directors, the 
Chief Executive Officer and executive 
management;

• approve executive remuneration and 
incentive schemes;

• appoint all new directors and the 
Chief Executive Officer, and ensure 
appropriate orientation and induction 
of new directors; and

• develop clear divisions of responsibility 
at board level to ensure appropriately 
limited individual decision-making 
ability.

Board composition
The Group has a unitary board structure 
with six independent non-executive 
directors and three full-time executive 
directors. All six non-executive directors 
are independent in terms of the King ll 
definition and the guidelines outlined in 
the JSE Listings Requirements. The board 
charter requires the majority of directors 
to be non-executive.

Wayne van der Merwe resigned as 
Group Financial Director with effect from  
27 March 2009, after 10 years of service 
to the Group, in order to emigrate. He 
was succeeded by Quentin Scorgie who 
was appointed on 28 April 2009. 

The qualifications and experience of 
the non-executive directors, combined 
with the fact that they have no material 
contractual relationships with the Group, 
ensure that their judgement can be 
exercised independently. Biographical 
details of the directors appear on  
pages 36 and 37.

In addition, the roles of the independent 
non-executive Chairman and the Chief 
Executive Officer are separate and clearly 
defined. This division of responsibilities 
ensures a balance of authority and 
power, with no individual director having 
unrestricted decision-making authority.

The Group has no controlling shareholder 
and there is no shareholder representation 
on the board.
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BOARD AnD COMMITTEE STRUCTURE

TRUWORTHS InTERnATIOnAL LIMITED

6 independent non-executive directors 
3 executive directors

AUDIT COMMITTEE

Michael Thompson (Independent Chairman), Rob Dow, 
Hilton Saven

REMUnERATIOn COMMITTEE

Rob Dow (Independent Chairman), Hilton Saven

nOn-ExECUTIvE COMMITTEE

Edward Parfett (Independent Chairman), Rob Dow,  
Thandi ndlovu, Sisa ngebulana, Hilton Saven,  
Michael Thompson

TRUWORTHS LIMITED

7 executive directors 
(including 3 executive directors of Truworths International)

RISK COMMITTEE

Tony Taylor (Chairman)

TRAnSFORMATIOn COMMITTEE

Tony Taylor (Chairman)

SUSTAInABILITY COMMITTEE

Quentin Scorgie (Chairman)

OTHER GOvERnAnCE COMMITTEES

Project Steering Committee, Information Security 
Committee, Tender and Contracts Committee, Change 
Control Committee, HIV and AIDS Committee, 
Investment Committee, Collection Agency Selection 
Committee

Board appointments
Directors are appointed by the board in a formal and transparent 
manner. The non-executive Committee functions as a nominations 
committee and considers the appointment of directors to the 
boards of both Truworths International and Truworths. 

non-executive directors are selected based on their skills, business 
experience and qualifications. Gender and racial diversity is also 
considered in appointing new directors.

One-third of the directors are required to retire by rotation at 
the annual general meeting of shareholders. Retiring directors 
may offer themselves for re-election. Directors appointed during 
the year are required to have their appointments ratified at the 
following annual general meeting.

Directors generally have no fixed term of appointment, except 
for the current contracts of the Chief Executive Officer and the 
Deputy Managing Director.

Executive directors are subject to notice periods not exceeding 
six months, as determined by service contracts and restraint 
agreements. The service contract of the Chief Executive Officer, 
Michael Mark, was extended in 2008 for a period of three 
years ending on 30 June 2011. The Deputy Managing Director,  
Tony Taylor, has reached retirement age and is currently  
serving a renewable 12-month contract that expires on  
31 December 2009. The salient features of these contracts are 
disclosed in note 27.1 to the Group annual financial statements.

Executive directors retire at the age of 60 unless fixed-term 
contracts are negotiated with the board beyond this age. There 
is no prescribed retirement age for non-executive directors.

Director induction
newly appointed directors participate in an induction programme 
co-ordinated by the Company Secretary. The programme is 
tailored to the needs of each director, based on qualifications, 
knowledge and experience. Besides providing orientation 
regarding the Group’s operations, the programme also makes 
directors aware of relevant policies such as the avoidance of 
conflicts of interest and the obligation to declare interests, 
the share dealing policy and the code of ethics and conduct. 
Directors are introduced to key management and also receive 
documentation such as the board charter, relevant extracts 
from the articles of association relating to directors’ powers 
and duties, and the latest annual financial statements.
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Board meetings
The board meets at least four times a 
year in Cape Town and all meetings 
are convened by formal notice. 
Supporting documentation in the form 
of comprehensive proposals and reports 
is distributed to directors at least five 
working days before board meetings to 
allow for adequate preparation which 
facilitates more relevant discussion at 
these meetings.

Five directors constitute a quorum at 
board meetings, provided that a majority 
of the directors present are non-executive.

Decisions taken at board meetings are 
decided by a majority of votes, with each 
director having one vote. Specific issues 
which arise between board meetings are 
dealt with by electronic communication 
and where decisions are taken these are 
recorded by written resolution, requiring 
signature by all directors to be valid. 
Executive management consults with 
the non-executive directors on relevant 
issues between board meetings as may 
be required.

Directors have access to all Group 
information and are entitled to obtain 
independent professional advice at the 
Group’s expense, after consulting with the 
Chairman. non-executive directors have 
direct access to management and may 
meet with management independently 
of the executive directors.

Board performance appraisal
An annual evaluation is conducted to 
assess the effectiveness of the board 
and the individual contributions of the 
directors. Two evaluation processes were 
commenced at the end of the 2009 
reporting period. 

The first evaluation seeks to measure 
the performance of individual directors 
based on contribution and participation 
in meetings. The second evaluation aims 
to review the overall functioning and 
performance of the board as a unit.

The findings are to be considered by 
the board in the 2010 reporting period 
and appropriate action plans will be 
formulated to deal with developmental 
areas.

Conflicts of interests
The Group’s policy on conflicts of interests 
applies to all directors and staff. 

Directors are required to declare 
their interests annually, in terms of 
the Companies Act and the Group 
companies’ articles of association. Based 
on these declarations, no directors had a 
material interest in any transaction with 
the Group during the reporting period. 

Directors’ and officers’ insurance
Directors and officers enjoy the benefit 
of liability insurance funded by the 
Group to cover instances where they 
could be held personally liable to Group 
companies in cases of negligence, default 
or a breach of duty or trust. The cover 
excludes liability resulting from criminal, 
reckless or fraudulent behaviour. The level 
of cover is reviewed annually to ensure 
that it is appropriate and in accordance 
with legislative parameters, and will 
be reconsidered in the 2010 reporting 
period to ensure cover is aligned with the 
provisions of the Companies Act 2008.

Company Secretary
The Company Secretary works to ensure 
that board procedures and relevant 
legislation and regulation is observed, 

and is responsible for preparing meeting 
agendas and recording minutes. The 
Company Secretary also provides 
guidance to directors on governance, 
compliance and fiduciary responsibilities.

Succession planning
Succession planning is considered one of 
the most critical areas in the business. 
The Group has a strong, stable and 
experienced senior management team, 
with the majority of these executives 
having been promoted to this level from 
within the business. Succession plans are 
regularly reviewed within business units 
to identify high potential employees at 
all levels and identify areas of risk. High 
potential employees are enrolled on 
development programmes to enhance the 
pool of leadership skills within the Group. 
Management focusses on developing 
succession in critical areas of the business 
to reduce these risks. The non-executive 
Committee focusses at each meeting on 
evaluating the short- and medium-term 
succession plans for the Chief Executive 
Officer and other senior executives.

Truworths Limited board
The Truworths board is responsible for 
the day-to-day operational management 
of the Group’s fashion retailing business. 
The board currently comprises seven 
directors. Wayne van der Merwe 
resigned as Group Financial Director on  
27 March 2009 and was succeeded 
by Quentin Scorgie as Chief Financial 
Officer on 28 April 2009. Roger Wyatt, 
who retired as the Store Architecture 
and Design Director with effect from  
31 December 2007 after reaching 
retirement age, continued to act as a 
consultant to the Group during the period. 
Biographical details of the Truworths 
directors appear on pages 42 and 43.
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The responsibilities of the Truworths 
board, which are discharged through 
delegation to the management team, 
include:

• strategic plan development, execution 
and refinement;

• merchandise sourcing, buying, 
p l ann ing ,  warehous ing  and 
distribution;

• store location, leasing, operations, 
design and architecture;

• credit management and customer 
relations marketing and systems;

• information systems acquisition, 
development and maintenance;

• f i n a n c i a l  m a n a g e m e n t  a n d 
administration;

• budget development and achievement 
in relation to sales and expenses;

• risk identification, assessment, 
mitigation and management;

• internal control development, 
monitoring and audit;

• development and monitoring of 
operational policies and procedures;

• selection, management and servicing 
of franchisees;

• business philosophy and values 
system development and refinement;

• human resource recruitment, training, 
development and remuneration;

• transformation strategy development, 
implementation and monitoring;

• employment equity plan development 
and implementation;

• approving investment, disinvestment, 
ref inancing and restructur ing 
transactions in accordance with 
parameters set by the Truworths 
International board; and

• adopting and implementing corporate 
governance practices.
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BOARD AnD COMMITTEE ATTEnDAnCE
TRUWORTHS InTERnATIOnAL LIMITED

Director Status Board
Audit 

Committee
Remuneration 

Committee
non-executive 

Committee

Hilton Saven Independent non-executive #4/4 3/3 4/4 4/4

Rob Dow Independent non-executive 3/4 2/3 #3/4 3/4

Michael Thompson Independent non-executive 4/4 #3/3 4/4

Thandi ndlovu Independent non-executive 4/4 4/4

Sisa ngebulana Independent non-executive 4/4 4/4

Edward Parfett Independent non-executive 4/4 #4/4

Michael Mark Executive 4/4

Tony Taylor Executive 4/4

Wayne van der Merwe* Executive 3/3

Quentin Scorgie** Executive 1/1

% meeting attendance 97 89 88 96

TRUWORTHS LIMITED

Member Position Board
Risk 

Committee
Transformation 

Committee
Sustainability 

Committee

Michael Mark Director #4/4

Emanuel Cristaudo Director 4/4 4/4

Doug Dare Director 3/4

Hannes Holtzhausen Director 4/4 4/4

Derek Kohler Director 4/4

Tony Taylor Director 4/4 #4/4 #4/4

Wayne van der Merwe* Director 3/3 3/3 2/3

Quentin Scorgie** Director 1/1 1/1 #1/1

Michael Thompson Truworths International Director 2/4

Gary de Klerk Merchandise Executive 4/4

Helen Drabbe Human Resources Executive 4/4 1/1

Chris Durham Company Secretary 4/4 3/4 0/1

neal Goldberg^ International Sourcing Manager 1/1

Zamira Ganie Internal Audit Manager 3/4

Brian Osborne Group Risk Manager 4/4

% meeting attendance 96 90 90 75

# Chairman

* Resigned with effect from 27 March 2009

** Appointed with effect from 28 April 2009

^ Appointed with effect from 1 January 2009
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BOARD COMMITTEES
The directors have delegated specific 

responsibilities to committees to assist 

the boards of Truworths International 

and Truworths in meeting their oversight 

responsibilities. These committees are 

chaired by independent non-executive 

directors (except where the committees 

perform an executive function) and the 

directors confirm that the committees 

have functioned in accordance with 

their written terms of reference during 

the reporting period. 

Audit Committee

Information on the Audit Committee is 

now included in the Audit Committee 

Report, which has been incorporated into 

the Group’s annual financial statements 

(on pages 129 to 131) as required by the 

Corporate Laws Amendment Act with 

effect from the 2009 reporting period.

Remuneration Committee

Objectives and functions

• Ensures senior executives and non-

executives are rewarded in accordance 

with the Group’s compensation 

objectives, with particular attention 

to retention, performance and 

international practice.

• Advises, recommends and reviews 

reward strategies and policies, 

including evaluation methodologies.

• Determines the remunerat ion 

packages of executive directors and 

non-executive directors to support the 

Group’s strategic objectives.

• Reviews and approves compensation 
of executive and non-executive 
directors and senior executives.

• Approves awards under share/cash 
incentive plans.

• E n s u re s  a l i g n m e n t  o f  t h e 
compensation and incentive plans 
with the Group’s business strategies 
and values.

Structure
The commit tee  compr i ses  two 
independent non-executive directors. 
The Chief Executive Officer attends by 
invitation and recuses himself when 
matters relating to his own remuneration 
are discussed. Detailed disclosure on 
the Group’s remuneration policies are 
disclosed in the Remuneration Report on  
pages 101 to 104.

non-executive Committee

Objectives and functions

• Ensures succession plans are in place 
for the Chief Executive Officer and 
other key executives.

• Makes key appointments such as 
Chairman, Chief Executive Officer and 
key executives.

• Considers any strategic or sensitive 
matter delegated to the committee 
by the board.

• Considers the appointment of 
directors to the board.

Structure
The committee comprises all non-
executive directors. The Chief Executive 
Officer attends by invitation.

Risk Committee

Objectives and functions

• Monitors and evaluates Group-wide 
risk management interventions.

• Provides an objective and independent 
forum to debate risk issues.

• Identifies, assesses, mitigates and 
manages significant risks.

• Develops management mechanisms 
which enable risk identification, 
mitigation and communication, and 
business continuity.

• Aims to ensure the maintenance of 
effective systems of internal control to 
safeguard assets and support business 
sustainability.

Structure
The committee comprises an independent 
non-executive director of Truworths 
International, four directors of Truworths, 
the Group Risk Manager, Company 
Secretary and Internal Audit Manager. 
The Group’s Information Systems Audit 
Manager and external risk management 
consultant attend by invitation.

Transformation Committee

Objectives and functions

• Monitors the development and 
implementation of an appropriate 
transformation strategy.

• Aims to ensure management 
embraces transformation across the 
Group.

• Monitors the design, implementation 
and regular review of policies, plans 
and processes aimed at facilitating 
transformation.
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• Reviews the implementation of 
integrated reporting to stakeholders 
on transformation.

• A i m s  t o  e n a b l e  e f f e c t i v e 
communication between directors, 
management and external advisers 
in relation to transformation.

Structure
The committee comprises two directors 
of Truworths, the Company Secretary, 
Human Resources Executive and 
Merchandising Executive.

Sustainability Committee

Objectives and functions

• Aims to ensure the Group adopts 
sustainable development as a 
philosophy which underpins all 
activities.

• Encourages the Group to practice 
appropriate levels of corporate 
citizenship and social responsibility in 
its interaction with communities and 
in relation to the environment.

• Monitors the development and 
implementation of appropriate 
strategies on the Group’s social, 
economic and environmental impacts.

• Monitors compliance with King ll in 
relation to integrated sustainability 
reporting.

• Benchmarks the Group’s sustainability 
and performance measures.

Structure
The committee comprises one Truworths 
director, the Human Resources Executive, 
the International Sourcing Manager and 
the Company Secretary.

Additional governance 
committees

The governance process within Truworths 
is supported by the following board 
committees:
• Project Steering Committee, 

which ensures  that  pro jects 
aimed at enhancing departmental 
functioning and/or contributing to 
business development generally are 
suitably and systematically initiated, 
prioritised, implemented, resourced, 
monitored, guided, reported on and 
completed or terminated.

• Information Security Committee, 
which provides assurance that the 
Group’s information systems and 
supporting infrastructure where 
vital business information is stored, 
processed or transmitted are performing 
as specified; that Group information 
is provided adequate protection; that 
Group data and software integrity 
is maintained; and that unplanned 
disruptions of processing will not 
seriously impact the Group.

• Tender and Contracts Committee, 
which ensures that expenditure on 
material contracts or tenders involving 
funding from the Group’s operating 
expenditure budget is appropriately 
motivated, sufficiently maintained 
within budgetary a l locat ions, 
adequately administered, regularly 
monitored and appropriately reported 
on.

• Change Control Committee, which 
ensures that any material changes 
proposed to the Group’s information 
technology systems take place in a 
controlled manner, are appropriately 
motivated, have sufficient safeguards 
against disruption to the Group’s 
business and production environment, 

have properly considered matters 
such as the impact on other business 
systems, testing and integration 
issues, are subject to regular 
monitoring by senior management, 
and are appropriately reported on.

• HIV and AIDS Committee, which 
aims to ensure that the Group 
develops, adopts and implements 
appropriate strategies and policies 
a imed at  understanding and 
minimising the consequences of HIV 
and AIDS on the Group’s business as 
it impacts primarily on its employees 
and customers. The committee also 
seeks to ensure that the Group assists 
the communities in which it operates 
to understand, prevent the spread of 
and manage the consequences of HIV 
and AIDS.

• Investment Committee, which 
mon i to r s  the  Group ’s  ca sh 
management function, ensuring 
compliance with the board-approved 
treasury policy, achievement of 
money market returns in l ine 
with benchmarks, adoption of 
suitable procedures to minimise 
liquidity and financial risk and 
the accurate forecasting of cash 
flows. The committee also makes 
recommendations regarding the 
Group’s cash utilisation strategy and 
share buy-back programme, provides 
a forum for the debate of investment-
related issues and monitors non-core 
investments held by the Group’s 
charitable trusts.

• Collection Agency Selection 
Committee, which oversees the 
appointment of the debt collection 
agencies contracted by the Group, 
monitors their compliance with codes 
of conduct and contracts, and reviews 
their collection performance.
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InTERnAL ACCOUnTABILITY
Risk management
The board has adopted King II’s risk 
management principles and a policy 
framework guides the Group’s risk 
management processes. The board has 
broadly defined the Group’s risk/reward 
appetite and is satisfied that management 
decisions are aligned with these criteria.

The Group Risk Manager facilitates a 
co-ordinated risk management process 
across the Group. He co-ordinates the 
maintenance of the Group’s risk register, 
ensures that the recommendations of 
the Risk Committee are conveyed to 
management and implemented, and that 
a culture of risk awareness is promoted 
throughout the Group.

An enterprise-wide risk management 
approach has been adopted in line with 
international best practice which ensures 
that all areas of the Group are subject to 
the risk management strategy. The risk 
management process focusses on key 
risk areas including credit management, 
logistics, marketing, financial controls, 
technology, human resource issues, 
information management and operational 
performance.

Members of the executive management 
team are directly responsible for risk 
management interventions in the 
functional areas, and report on these at 
meetings of the board. Key performance 
indicators have been determined for 
each executive whereby their actual 
performance levels are regularly 
monitored against agreed targets. Details 
of the risk process and risk mitigation 
interventions are covered in the Risk 
Report on pages 97 to 99.

Personal share dealings
Directors and employees are prohibited 
from dealing in the Group’s shares during 

two formal closed periods. The closed 
periods commence two weeks before the 
end of the interim (December) and annual 
(June) reporting periods and end 24 hours 
after the announcement of the financial 
results on the JSE’s news service (SEnS).

Restrictions may also be placed on share 
dealings at any other time if directors and 
employees have access to price sensitive 
information which is not in the public 
domain. All share dealings by directors, 
executives, the Company Secretary and 
other designated persons in possession of 
price sensitive information requires prior 
prescribed clearance.

The Company Secretary bi-annually 
informs directors and employees in 
writing about the relevant provisions 
of the Securities Services Act and the 
prohibitions regarding dealing in the 
company’s shares or encouraging dealing 
by others, while in possession of non-
public, price sensitive information, or 
disclosing this information.

The Company Secretary is advised of 
any dealings in the company’s shares 
by directors of Truworths International 
or Truworths, or associates of these 
directors, and notifies the JSE Limited 
and the investment community through 
SEnS, in accordance with the JSE Listings 
Requirements. 

FInAnCIAL REPORTInG
The directors are responsible for preparing 
annual financial statements that fairly 
present the financial position of the 
Group and the results of its operations 
and cash flows for the period in 
accordance with the Companies Act 1973 
and International Financial Reporting 
Standards (IFRS). The application of IFRS 
is reviewed by the Group’s Accounting 

Forum, which meets quarterly with the 
external auditors, comprises members of 
the Group’s financial management team, 
and makes recommendations relating to 
accounting treatment and disclosure to 
management and the directors.

The external auditors are responsible for 
conducting an independent audit of the 
annual financial statements in accordance 
with International Auditing Standards, 
and to express an opinion as to whether 
the financial statements do provide fair 
presentation.

The directors, based on the work of 
the Audit Committee, ensure that the 
annual financial statements provide the 
disclosures required by the JSE Listings 
Requirements, the Companies Act 1973 
and King II, and incorporate appropriate 
accounting policies that, unless otherwise 
stated, have been uniformly and 
consistently applied and are supported 
by reasonable and prudent judgements 
and estimates.

Going concern
The annual financial statements contained 
in this annual report have been prepared 
on the going concern basis. Based on 
the Group’s positive cash flows and cash 
balances, the availability of unutilised 
borrowing facilities and the revenue and 
cash budgets for the period to June 2010, 
the directors believe that the company 
and the Group have adequate resources 
to continue in operation for the year 
ahead.

LEGISLATIvE COMPLIAnCE
The Group maintained its focus on 
legislative compliance during the 
reporting period and in particular 
improved processes,  disc losures, 
documentation and reporting in terms 
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of the national Credit Act, which has 
had a significant regulatory impact on 
the Group, and in terms of the Financial 
Advisory and Intermediary Services Act, 
which impacts on the limited range of 
insurance products marketed by the 
Group as an intermediary.

Ongoing review of adherence with fiscal 
legislation, including customs duty and 
regulations restricting the import of 
clothing merchandise from China, has 
been undertaken by management.

The Group had no instances of major 
non-compliance during the period, and 
no material fines were incurred nor were 
there any instances of prosecutions of 
Group companies or its directors and 
officials for failure to comply with any 
applicable legislation or codes of conduct.

Legislation in the form of the Consumer 
Protection Act and the Companies Act 
2008, as well as the draft Protection of 
Personal Information Bill, will impact 
the Group and has already received due 
attention from the Group’s legal adviser, 
Company Secretary, Risk Committee and 
management. A project team has been 
established to manage the impact of the 
Consumer Protection Act on the Group’s 
practices and policies and to ensure 
that the Group is compliant when the 
legislation is promulgated.

vALUES AnD ETHICS
The Group’s values are core to its business 
philosophy and guides the way the Group 
conducts its business and its interactions 
with all stakeholders. A formalised policy 
details the Group’s code of ethical and 
acceptable conduct. The values support 
all aspects of the Group’s codes of 
conduct and ethics.

The business philosophy and values 
were developed over a number of 
years in consultation with employees 
and are modified from time to time as 
circumstances and the environment 
change. The Group strives to inculcate the 
values and code of ethics in the culture of 
the Group by ensuring the induction of 
new employees in relation to the business 
philosophy, and by conducting workshops 
to refine the values and ethics of the Group 
as circumstances change. The code of 
ethics and the code of conduct in relation 
to conflicts of interest are available to all 
employees on the Group’s intranet as well 
as in the employee handbook.

The Group has a written policy which 
prohibits the acceptance by employees 
of gifts of any nature from current or 
prospective suppliers, and prohibits 
participation in events sponsored by these 
suppliers. 

During the period a number of incidents 
of non-compliance by employees with the 
Group’s policy on ethical conduct were 
reported and dealt with in terms of the 
Group’s disciplinary procedures. These 
resulted in formal warnings and in serious 
instances gave rise to dismissal from 
employment and cases being reported 
to the SA Police Services.

Whistle-blowing
King II requires companies to apply 
mechanisms to combat theft, fraud and 
other unethical practices. The Group 
operates an ethics hotline which is 
managed in partnership with an external 
service provider. Whistle-blowers may 
call in with anonymous tip-offs which 
are relayed to the Human Resources 
department for investigation. Where an 
investigation of financial irregularity is 
required, the Internal Audit department 
may become involved. 

The Group promotes a culture of 
openness and transparency throughout 
the organisation, and employees may 
also report any incidents through their 
immediate line manager or to the Human 
Resources department.

Employees may receive an award of up to 
R2 000 for reporting unethical behaviour 
to the hotline that leads to the prosecution 
and/or dismissal of the perpetrator. In 
2009 nine awards were made (2008: 
six). A total of 53 reports were received 
in 2009 (2008: 41) indicating that the 
award has assisted in raising employee 
awareness of unethical conduct.

Whistle-blowing statistics

REPORTS RECEIvED 2009 2008

Dishonesty 20 16

unethical behaviour 20 15

Breach of Group 
procedures 8 5

Racism 5 5

Total received, 
investigated and 
resolved 53 41

Money laundering
The Group has issued a manual in terms 
of the Financial Intelligence Centre Act 
(FICA) aimed at preventing and properly 
reporting alleged incidents of money 
laundering and unusual or suspicious 
transactions. This manual is included 
within each store manual and is also 
available on the Group’s intranet. There 
have been no reports of suspected 
money laundering activities or unusual or 
suspicious transactions within any of the 
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Group’s operations during the reporting 
period.

POLITICAL PARTY SUPPORT
The Group supports the multi-party 
democratic process but as a matter of 
policy does not make any donations to 
any political parties in South Africa or 
elsewhere.

COMPETITIvE COnDUCT
The Group operates in a highly competitive 
industry which has relatively low barriers 
to entry and a multitude of customers. 
As the Group strives to be the retailer of 
choice in its market segment it is highly 
protective of confidential information, 
trade secrets, methodologies and supplier 
network.

Interaction with other retailers is 
therefore generally restricted to forums 
in which co-operation at an industry 
level is necessary for the purposes of 
making representations to government, 
or to the sharing of information and 
ideas about issues facing the industry at 
large. Such forums typically have a public 
profile, are open to membership by any 
retailers and conduct their activities in a 
transparent manner in the form of non-
profit organisations governed by written 
constitutions.

The Group is a member of the  
SA Retailers’ Association as well as of 
the national Clothing Retail Federation 
of South Africa (nCRF). The constitutions 
of these bodies specifically provide that 
the principle of competition shall not be 
compromised through their activities. 
Consequently no sharing of information 
or co-operation in any form that could 
lessen the ability of retailers to compete 
with one another is permitted.

The board is satisfied that the Group 
has not entered into any arrangements 
with competitors that unlawfully restrict 
competition, and is confident that it has 
not entered into any arrangements which 
could be prohibited by the Competition 
Act. no fines or prosecutions have 
been incurred by the Group for anti-
competitive practices or non-compliance 
with that Act.

InDUSTRY SUPPORT
The Group is a founding member of the 
nCRF. This body was established by major 
clothing retailers in 2007 to represent 
the interests of the industry, engage 
with government, consumer bodies and 
labour organisations, initiate research on 
challenges facing the sector and promote 
the benefits of the industry.

The nCRF remained active during 
the period in making submissions to 
government on proposed customised 
sector development programmes for 
the clothing and textile manufacturing 
industry. These include the proposed 
increase in import tariffs on clothing and 
on various matters with the potential to 
impact the South African clothing and 
textile industries. During the period the 
Group continued its support of the Cape 
Clothing and Textile Clusters which aims 
to improve the competitiveness of local 
manufacturers.

RELATIOnS WITH SHAREHOLDERS
The Group actively engages with local and 
international shareholders and analysts to 
enable informed decisions to be made on 
investments in Truworths International. 

A formalised investor relations policy 
ensures compliance with governance 
and disclosure regulations and practices, 
while also protecting management and 

limiting reputational risk for the Group. 
The policy embraces the principles of 
transparency, timely disclosure and equal 
access to information for all stakeholders.

The Chief Executive Officer, Deputy 
Managing Director, Chief Financial Officer 
and Finance Executive are designated 
investor spokespeople and meet regularly 
with fund managers, analysts and 
potential investors to outline the Group’s 
strategy, operations and performance.

Investor relations activities include 
presentations of interim and annual 
results, participation in local and offshore 
investor conferences, presentations 
at broker conferences, issuing regular 
updates of trading performance and 
hosting store visits. 

At the end of the reporting period 
approximately 45% of the Group’s 
shares were held by offshore investors. 
Management strives to communicate 
effectively with these shareholders 
through the webcasting of results 
presentations, meetings with institutional 
investors in the uK and uSA, regular 
conference calls and providing access to 
presentations, formal announcements 
and the annual report on the Group’s 
website. 

KInG III
The publication of the King III report 
during the 2010 financial period 
will require a review of corporate 
governance practices in the Group. Areas 
which could be affected include the 
classification of independent directors, 
disclosure of executive remuneration, 
enhanced reporting on sustainability and 
strengthened risk management and IT 
governance provisions.
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Risk management in the Group is a 
governance and assurance function 
which aims to limit the impact of Group 
specific, industry and general risks to 
ensure long-term economic sustainability 
of the business. In an environment of 
heightened risk awareness following 
the global financial crisis, and against 
a backdrop of economic recession, risk 
mitigation and monitoring processes 
within Truworths International have 
proved to be robust and have been 
effective in limiting the impact of risks 
on the business.

RISK MAnAGEMEnT PROCESS
The board of Truworths International 
is ultimately accountable for risk 
management and is assisted in the 
discharge of its responsibilities by the 
directors of Truworths Limited (Truworths). 
The role of the Risk Committee is outlined 
in the Corporate Governance Report on  
page 91.

An enterprise-wide risk management 
approach, based on the King ll principles, 
ensures that all areas of the business 
are aligned with the risk management 
strategy. The Group Risk Manager co-
ordinates the risk management process, 
promotes a culture of risk awareness 
across the Group and is responsible for 
ensuring that the recommendations of 
the Risk Committee are conveyed to 
management and implemented. External 
consultants are retained to assist with the 
ongoing development and enhancement 
of risk management. 

KEY RISKS
A Board Risk Status Report on the Group’s 
top risks is updated quarterly, while 
the top operational risks are reviewed 
annually. A comprehensive risk register, 
which is compiled at departmental level, 
is maintained electronically and forms the 

Board Risk Status Report. Emerging risks 
are also identified through this process. 
Each risk is graded on a three point 
scale according to its potential impact 
and likelihood of occurrence. In-store 
risk management deals with operational 
risks such as theft, cash losses, shrinkage, 
security, systems failure and employee 
issues. 

The Group’s key risks are outlined in the 
table on pages 98 and 99, together with 
mitigation strategies and risk ratings.

CHAnGES In KEY RISKS In 2009
While there has been no change in the 
overall risk profile of the Group during 
the period, three of the key risks included 
in the 2008 annual report have been 
replaced as the impact of these risks has 
reduced. These risks are:

• Import quotas from China: The quota 
system imposed on the import of 
merchandise from China as a means 
of stimulating the local clothing 
industry expired in December 2008 
and no longer poses a current risk to 
the business.

• HIV and AIDS: Prevalence rates among 
staff and customers are substantially 
lower than originally projected and 
the risk of the disease on the business 
is considered to be low. 

• Inventory losses: Internal controls 
across the distribution chain are 
proving effective and shrinkage has 
been well managed and is below 
comparative benchmarks.

The following risks have now been 
included in the table of key risks:

• transformation progress;

• loss of head office building; and

• power supply failure.

FInAnCIAL RISK MAnAGEMEnT 
A treasury policy regulates the Group’s 
currency, interest rate and counterparty 
exposures to limit any negative impact 
on financial performance. This policy is 
regularly reviewed and adapted to take 
into account the rapid pace of change in 
this area. There were no material changes 
to the treasury policy in the period under 
review. Compliance with the policy is 
monitored by the Investment Committee 
and is subject to periodic review by the 
Internal Audit department.

Derivative financial instruments are used 
to hedge foreign exchange exposure 
and obligations in terms of the cash-
settled share scheme. Foreign currency 
exposure arises mainly from the import 
of merchandise, although certain 
information technology costs are incurred 
in foreign currencies. no speculative 
foreign exchange trading is permitted on 
behalf of the Group. During the period 
under review, all exposures remained 
within the limits of authority as approved 
by the board. 

The Group’s policy is to cover all 
committed import exposures using 
forward cover contracts. There were no 
uncovered foreign currency liabilities at 
the end of the financial period. Details 
of the Group’s forward cover exposure 
are included in note 24.3.1 in the Group 
annual financial statements. 

TECHnOLOGY RISK
A business continuity plan, which 
includes disaster recovery, limits systems 
and information technology risk. The 
information systems disaster recovery 
strategy is reviewed annually and 
disaster recovery capability on key system 
applications is carried out quarterly. The 
infrastructure at the off-site disaster 
recovery centre is subjected to ongoing 
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Risk
Risk 

status Definition of risk Risk mitigation plans
Impact 

indicator

national Credit 
Act (nCA)

2 The nCA was introduced on  
1 June 2007 to regulate granting 
and control of credit. The Group 
faces the challenge of ensuring 
compliance whilst continuing to 
grow the customer base

• Group is compliant with legislation and continues to 
seek advice to ensure ongoing compliance

• Ongoing consultation with the credit regulator and legal 
precedent will inform future credit strategies

• Ongoing monitoring and technology solutions to 
facilitate ease of transactions in-store

• Exploring innovative methods of expanding the customer 
base

2

Consumer 
Protection Act

2 The Consumer Protection Act 
will be implemented from  
October 2010. This legislation is 
aimed at promoting consistency, 
coherence and efficiency in the 
implementation of consumer 
laws

• Legislation reviewed by legal and risk departments

• Project team appointed to manage impact on Group’s 
policies and practices

• Gap analysis undertaken to identify areas where the 
Group does not currently comply

• Group aims to be compliant by implementation date

3

Fashion trends 3 As an apparel retailer the Group 
needs to ensure that quality 
fashion is provided to customers 
each season at appropriate 
margins

• Processes implemented throughout the product life cycle 
to manage and mitigate the risk of fashion

• Markdowns well within comparative benchmarks

• Inventory turn well managed

• Refer to Managing the Risk of Fashion Report on  
pages 63 to 64

3

Loss of head 
office building

3 The loss of the head office 
building could affect service 
to store operations and impact 
service levels to customers 

• Business continuity plans for head office

• Disaster recovery plans developed and regularly reviewed

• Fire protection systems installed

• Insurance cover regularly reviewed

3

Loss of key 
executives and 
staff

2 Executives and staff are skilled 
and experienced and in demand 
both locally and internationally

• Competitive remuneration and incentive schemes

• Succession management plans for all key executives 

• Depth of executive management enhanced during 
reporting period

• Development programmes to enhance pool of leadership 
skills

2

Risk Report (continued)

testing. Generators and uninterrupted power supply capabilities 
at the head office, key nodal sites and the distribution centre 
minimise disruptions from power outages. 

Security for the Group’s systems is constantly upgraded to 
protect the business and systems environment from technology 
and internet-related crime and viruses. This ensures that the 
integrity of strategic information and the privacy of customer 
information is maintained.

InSURAnCE
The Group’s external insurance and self-insurance programmes 
cover a wide range of risks. The insurance levels and insured 
events are reviewed annually to ensure adequate cover, and 
insurance cover is regularly adapted to take account of changed 
processes, new operations and emerging risks. 

A comprehensive health and safety programme protects 
employees, customers and third parties from accidents, requires 
regular reporting to the Group Risk Manager and is subject to 
periodic internal audit scrutiny.

KEY RISKS
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Risk
Risk 

status Definition of risk Risk mitigation plans
Impact 

indicator

Transformation 
progress

2 Compliance with BBBEE codes 
and regulations, together with a 
commitment to transformation, is 
fundamental to the sustainability 
of the Group 

• Group achieved level 7 BBBEE compliance in self-
assessment

• External rating to be conducted in 2010

• Employment equity plans and targets developed for  
2009 to 2014

• Transformation Committee to be restructured

3

Information 
technology

2 Growth and expansion in the 
business has resulted in certain 
systems needing to be upgraded 
or replaced, and IT capacity 
increased

• R27 million committed for IT-related capex in 2010

• Business continuity plans, disaster recovery facilities and 
back-up processes are in place

2

Warehousing 
facilities

1 The Group has one major 
distribution centre which is 
reaching its maximum capacity 
owing to growth in the business

• New 5 000 m² distribution facility to be completed by 
April 2010

• Existing distribution centre to be significantly upgraded 
by 2010

• Additional space will meet capacity needs beyond 2015

• Business continuity plan regularly reviewed and tested

• Adequate measures to ensure safety against fire, flooding 
and crime

• Insurance cover regularly reviewed

2

Key supplier 
dependency

3 Truworths sources a significant 
portion of merchandise locally 
and is potentially at risk that its 
supplier base may be eroded and 
unable to meet demand

• The Group has a base of committed suppliers

• Suppliers are subject to stringent risk assessment to 
ensure contingency for loss of production facilities

• Alternative suppliers can be sourced locally

• International supply can be expanded through in-house 
sourcing expertise

3

Bad debt 2 The downturn in global and 
local economic conditions has 
impacted on bad debt levels

• Credit granting processes have been consistently applied 
using credit scorecards

• Bad debt levels appear to be stabilising

• Interest earned on debtors’ book has offset bad debts 
and other costs

• Credit collection strategies enhanced

• Refer to Managing the Risk of Credit Report on  
pages 55 to 59.

2

Power supply 2 Interrupted power supply impacts 
head office, distribution centre 
and stores. Power outages result 
in shopping centres being closed 
which impacts operations and 
turnover

• Generators and uninterrupted power supply capabilities 
at head office and key sites

• Regular monitoring and testing of generators

• Back-up power supply at stores being reviewed

• Survey of electricity usage conducted in all stores 
nationally

• Energy saving initiatives in head office and stores

2

Risk status key
1 Immediate and present danger
2 Some risk but not imminent
3 Some risk but not likely

Impact indicator key
1 Intolerable losses
2 Tolerable losses
3 no losses
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REMUnERATIOn PHILOSOPHY
Remuneration and reward strategies are 
aimed at entrenching a performance-
driven culture by linking remuneration 
to the performance of the Group and 
operating teams, as well as to individual 
contribution. 

Remuneration policies are aligned to the 
business strategy and the achievement 
of performance objectives, rewarding 
staff for their contribution to the success 
of the Group. 

Central to the philosophy is the 
principle that remuneration structures 
should always reflect the interests of 
shareholders and encourage sustainable 
wealth creation. 

In addition the philosophy ensures that:

• Performance measurement at 
business, team and individual level 
remains integral to the design and 
implementation of all remuneration 
practices.

• Remuneration is set at responsible 
and competitive levels for individuals 
performing at the Group’s standard. 

• Remuneration practices and schemes 
are designed to encourage superior 
medium- and long-term performance 
relative to that of competitors and 
like sized comparable entities, whilst 
operating within the Group’s prudent 
risk parameters.

REMUnERATIOn COMMITTEE
The Remuneration Committee of 
the Truworths International board 
meets quarterly and consists of two 
independent non-executive directors,  
Rob Dow (Chairman) and Hilton Saven. 
The Chief Executive Officer attends 

meetings by invitation and is not 
present when matters relating to his 
own remuneration are discussed. Details 
on the composition and role of the 
Remuneration Committee are outlined 
in the Corporate Governance Report on 
page 91.

Committee charter
The committee operates within a 
board approved written charter, key 
responsibilities being to: 

• review the Group’s remuneration 
philosophy and policy to ensure 
alignment with market practice;

• review remuneration structures for all 
levels of staff, including compulsory 
employee benefits such as retirement 
and healthcare funding;

• de te rmine  the  remunerat ion 
packages of executive directors, 
and review the packages of senior 
management and key individuals, as 
well as propose fees to be paid to 
non-executive directors, subject to 
shareholder approval;

• a p p r o v e  t h e  g u a r a n t e e d 
remunerat ion and short- term 
incentive bonuses of executives and 
senior management; and

• approve the quantum of short-term, 
cash-based incentives and the award 
of long-term share incentives across 
the Group.

Focus areas in 2009
During the report ing period the 
committee also focused specifically on 
the following issues:

• retention of executives, senior 
management and key individuals;

• considering the appropriateness 

of both the share option scheme 
and High Performance Share-based 
Scheme (HPSS) as long-term retention 
instruments, including a review of 
vesting scales, performance criteria 
and the effect of share incentive 
schemes on the Group’s earnings; 
and

• deve lop ing  re l e van t  marke t 
benchmarks for executive and 
non-executive directors through 
a detailed analysis of comparable 
organisations.

BEnCHMARKInG
Internal and external surveys are used 
to establish comparable remuneration 
practices. A comprehensive exercise was 
undertaken to benchmark remuneration 
for executive and non-executive 
directors using data from annual reports 
of comparable listed retailers and other 
companies having a market capitalisation 
similar to Truworths International. 

The Group utilises the Deloitte Top 
Executive survey to establish comparative 
remuneration levels and subscribes to 
the Remchannel general and specialist 
retail survey for job matching and 
benchmarking data.

REMUnERATIOn STRUCTURES
Remuneration structures contain the 
following elements:

• annual base salary, which includes a 
car benefit;

• benefits such as retirement and 
healthcare funding, group l ife 
assurance and d i scounts  on 
purchases from Group stores;

• short-term cash-based incentive 
scheme; and

Remuneration Report
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Remuneration Report (continued)

• long-term incentive plans through 
the Truworths International share 
option scheme and through the 
cash-settled HPSS.

The short-term incentive programme 
and the long-term incentive plans are 
variable components of remuneration 
which are intended to offer good 
earnings opportunities in line with the 
specific above-benchmark performance 
of the Group and to promote a close 
alignment with shareholder value 
creation. 

PERFORMAnCE MEASUREMEnT
Alignment with shareholder 
interests
In keeping with the performance-driven 
culture of the Group and to ensure 
alignment with shareholder interests, 
the Remuneration Committee reviews 
the performance of the executive 
directors against the key financial 
metrics of return on equity, return on 
invested capital and headline earnings 
per share. The Chief Executive Officer is 
also remunerated on the achievement 
of long-term strategic goals including 
succession planning and the strategic 
direction of the business. 

Individual assessments
The Truworths International directors 
part ic ipated in a leadership and 
management assessment during July 
2009. Anonymous feedback was 
collated for each director on a peer 
review basis. The Truworths directors 
will be completing a 360 degree 
survey during the first quarter of the 
2010 financial period which assesses a 
range of leadership competencies and 
application of the Group’s values. 

Performance evaluation
Annual performance discussions are 
conducted with each executive to 
measure performance against key 
financial and operational indicators 
applicable to their specific functions, such 
as turnover, markdowns, shrinkage, bad 
debt ratios and expense management. 
Executives are also evaluated on soft skills 
including leadership, self management 
and driving improvement through team 
development and management.

ExECUTIvE DIRECTORS’ 
REMUnERATIOn
Execu t i v e  d i re c to r s  re ce i v e  a 
remuneration package and qualify 
for long-term incentives on the same 
basis as other senior management 
and executives. The components of an 
executive director’s package are:

• guaranteed remuneration based 
on performance, contr ibut ion 
and market value relative to their 
responsibilities within Truworths. This 
includes a basic annual salary, car 
benefit and company contributions 
to ret i rement and healthcare 
funding, as well as post-retirement 
healthcare funding;

• performance incentives based 
on both Group and individual 
performance criteria. Cash-based 
incentive payments, including the 
HPSS, are only paid if the Group 
achieves its financial targets agreed 
by the Truworths International board; 
and 

• long-term share-based incentives to 
encourage sustainable shareholder 
wealth creation.

Michael Mark,  
Chief Executive Officer
Michael  Mark’s  remunerat ion is 
structured in line with the other executive 
directors. Effective 1 July 2008 Michael 
Mark signed a three-year employment 
agreement which terminates on  
30 June 2011. There is a six-month notice 
period requirement in the contract, and 
both parties may agree to a further 
extension of the contract.

Tony Taylor,  
Deputy Managing Director
Tony Taylor receives a standard 
remuneration package for executive 
directors. As he has reached retirement 
age and is employed on an annual 
contract basis, he no longer participates 
in the long-term share-based incentive 
scheme. Tony Taylor’s current agreement 
terminates on 31 December 2009. 
There is a two-month notice period 
requirement in the contract. 

Wayne van der Merwe,  
Group Financial Director
Wayne van der Merwe resigned from the 
Group with effect from 27 March 2009. 
He received a standard remuneration 
package for the nine months of the 
financial period that he was employed 
by the Group. 

Quentin Scorgie,  
Chief Financial Officer
Quentin Scorgie was appointed as  
Chief Financial Officer with effect from 
28 April 2009. His remuneration is based 
on the same principles as the other 
executive directors. However, he did not 
participate in the performance incentive 
scheme for the 2009 financial period as 
he was only employed for two months 
of the period. His contract contains a 
six-month notice period condition.
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nOn-ExECUTIvE DIRECTORS’ 
REMUnERATIOn
non-executive directors receive fixed 
remuneration for services to the board 
and board committees. Fees are based 
on an assessment of the non-executive 
director’s time, service, expertise and 
increased legal and risk obligations. 
Fees are paid quarterly in arrears. There 
are no contractual arrangements for 
compensation for loss of office. 

non-executives do not participate in 
incentive schemes. One long-serving non-
executive director still holds share options 
which were allocated in 2001 under the 
equity-settled share scheme.

The remuneration of non-executive 
directors is reviewed annually by 
the Remuneration Committee and 
recommendat ions  are  made to 
shareholders at the annual general 
meeting for consideration and approval.

Fees paid to non-executive directors for 
the 2009 reporting period, together with 
the proposed fees for the 2010 financial 
period, are set out in note 27.1 of the 
Group annual financial statements and 
on page 223 of the notice to Members 
respectively.

InCEnTIvE SCHEMES
Short-term cash incentive scheme
The cash incentive scheme is designed 
to drive performance and retain key 
talent. The scheme is linked to the 
achievement of annual targets approved 
by the Truworths International board. 
The quantum of the incentive paid each 
year is directly linked to the achievement 
of the Group’s objectives and individual 
goals. 

The scheme rewards participants for 
both individual and team performance, 
and employees only qualify if they meet 
individual targets. no incentive is paid 
unless the Group meets its headline 
earnings per share target for the financial 
period. 

Refer to note 21 of the Group annual 
financial statements for further details.

Long-term share-based incentive 
schemes
Share incentive scheme
The Truworths International share 
incentive scheme is an equity-settled 
compensation scheme aimed at retaining 
key staff. The total number of shares and 
options allocated under the scheme may 
not exceed 15% of the company’s issued 
shares. Participation by an individual 
employee is limited to 2.4% of the 
company’s issued shares.

Employee participation in the share 
scheme is at the discretion of the 
Remuneration Committee. Options are 
granted at a price equal to the weighted 
average trading price of the company’s 
shares on the JSE Limited over the five-
day period immediately preceding the 
date of offer.

no considerat ion is  payable on 
acceptance of the options but on exercise 
the purchase price of the shares becomes 
payable unless participants qualify for 
interest-free loans secured by a pledge 
over the shares.

Shares and options generally have a 
five-year vesting period and are released 
to participants at a rate of 10% on 
the second anniversary of the date of 
allocation and 30% for each of the 

remaining three years. The vesting 
conditions were changed during the 
reporting period to encourage staff 
retention. However, some of the awards 
are subject to more onerous vesting 
criteria and any variations are approved 
by the Remuneration Committee.

Shares and options that have not 
vested are forfeited upon termination 
of employment, other than retirement. 
Options lapse after ten years.

At the end of the period there were  
1 528 (2008: 1 541) participants, holding 
3.6 million (2008: 4.9 million) shares and 
17.2 million (2008: 14.6 million) options, 
equivalent to 4.6% (2008: 4.9%) of the 
issued share capital.

High performance share-based 
scheme
The HPSS makes performance-based cash 
payments to participants over an extended 
period to align staff and shareholder 
interests and to provide an incentive to 
grow earnings on a sustainable basis. 
unlike most share incentive schemes the 
HPSS avoids shareholder dilution as no 
shares are issued.

Introduced in 2006, the HPSS is cash- 
settled and is governed by board 
approved rules. The total shares and 
options awarded under the share 
incentive scheme, together with options 
awarded under the HPSS, may not exceed 
15% of the company’s issued shares. 
An employee’s aggregate participation 
in both schemes is limited to 2.4%. 
These guidelines conform to the share-
based incentive parameters approved by 
shareholders, regardless of the method 
of settlement.
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Remuneration Report (continued)

Awards under the HPSS are linked to 
the Truworths International share price 
and are performance-based. The Group’s 
exposure is fully hedged through the use 
of derivative financial instruments (refer 
to note 5 of the Group annual financial 
statements). The volatile economic 
conditions over the past year have made 
the cost of hedging prohibitive and 
accordingly no further HPSS awards were 
made during the period.

During the period R14 million (2008: 
R9 million) was paid to participants in 
the scheme following the attainment 
of Group and individual performance 
targets.

GEnERAL STAFF
Remuneration for the majority of staff 
consists of a basic package which 
includes a guaranteed salary, retirement 
and healthcare funding and store 
discounts, as well as a guaranteed annual 
bonus. Market surveys are used to ensure 
that staff members are competitively 
rewarded in line with their performance 
and contribution.

The following methods are used to 
incentivise staff: 

• A bonus linked directly to the Group’s 
customer service measurement 
instrument is paid twice per year. 
The bonus scheme applies to all full-
time head office and store staff as 
well as flexi-time staff members who 
have worked a prescribed number of 
hours.

• An in-store recognition programme 
motivates and rewards employees for 
outstanding achievements in areas 
such as sales, customer care, account 

acquisition and personal attitude and 
contribution.

• An incentive scheme in the credit 
collections department which enables 
staff to earn a higher hourly rate 
based on the quality of their calls 
and the amounts collected from 
customers.

Salaries are reviewed in March and the 
level of increase is based on both Group 
and individual performance. Salaries of 
flexi-time staff are reviewed in February 
in line with sectoral determination 
requirements and individual performance.

Wages and substantive conditions 
of employment are negotiated with 
SACCAWu for employees forming part 
of the bargaining unit. An increase of 
R312 or 8% (whichever is the greater 
amount) was agreed with SACCAWu 
during negotiations in February 2009.

EMPLOYEE BEnEFITS
Retirement funding
Membership of the Alexander Forbes 
Retirement Fund (AFRF) or the SACCAWu 
national Provident Fund (SACCAWu 
Fund) is compulsory for all permanent 
employees. At the end of the period 2 734 
employees (2008: 2 589) were members 
of the AFRF and 431 employees (2008: 
434) were members of the SACCAWu 
Fund. Details of the membership of the 
two funds are disclosed in note 27.3 of 
the Group annual financial statements.

Medical aid
Membership of a healthcare programme 
is a condition of service for all permanent 
employees in South Africa unless they are 
covered by the healthcare fund of their 
partner. Staff may elect to join either 
the Wooltru Healthcare Fund or the 
Ingwe Healthcare Plan. At the end of the 
period 75% of full-time employees were 
members of these funds.
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Sustainability Report

SUSTAInABILITY STRATEGY

The following diagram depicts the key stakeholders  
with whom the Group has engaged. 

The Group strives to achieve a balance between managing the 
short-term needs of financial prosperity for shareholders while 
at the same time investing in the long-term sustainable growth 
of the business, the fashion industry, the environment and the 
transformation priorities of our country. 

Management acknowledges that the non-financial aspects of 
sustainability, which for so long have been considered ‘soft’ 
issues, can ultimately have a financial impact on the business and 
therefore cannot be ignored. Sustainability is therefore important 
to enhancing shareholder value in the longer term.

The Group’s sustainability strategy presents high level focus 
areas, specific objectives and key performance indicators for 
each functional area within the Group. A strategy has been 
adopted which is primarily internally focused and aimed at 
developing capacity to respond to sustainability challenges likely 
to emerge in the future. This strategy positions sustainability as 
a long-term, enterprise-wide mindshift and is being integrated 
into risk, transformation and energy efficiency initiatives within 
the Group.

COMMITMEnT TO  
OUR STAKEHOLDERS:  

MAnAGInG ECOnOMIC,  
EnvIROnMEnTAL  

AnD SOCIAL IMPACTS
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Sustainability Report (continued)

ECOnOMIC vALUE ADDED
We believe that sustainability is measured by the value created 
through the activities of the business and its employees. The diagram 
below shows the wealth created by the Group over the financial 
period and how it was distributed among stakeholders, taking into 
account the amounts retained and reinvested in the Group for the 
replacement of assets and development of operations.

MAnAGInG SUSTAInABILITY

Economic value added
2009

Rm
2008

Rm

Total revenue 7 014 6 322

Less: Cost of merchandise, 
services and other costs (3 634) (3 292)

Wealth created 3 380 3 030

WEALTH CREATED
R3 380 MILLIOn

R672 million (20%) 

as salaries, wages and other benefits

R683 million (20%) 

 as dividends

R751 million (22%)  

as net retained earnings

R669 million (20%) 

as taxes

R496 million (15%) 

as property rentals

R109 million (3%)  

as depreciation and amortisation

The wealth created was distributed as follows:

The Sustainability Committee monitors compliance with the 
King ll recommendations on sustainability reporting. Chaired by 
the Chief Financial Officer, the committee seeks to ensure that 
sustainable development underpins the business activities and the 
Group acts in a socially responsible manner with its stakeholders 
and the environment. Importantly, the committee aims to manage 
sustainability risks to minimise the negative economic, social 
and environmental impact of the Group’s business operations. 
The objectives and functions of the committee are outlined on 
page 92 of the Corporate Governance Report.

External consultants support the Group in specialist areas 
of sustainability, including transformation, HIV and AIDS 
management and in the measurement of carbon emissions. 

The King lll report, which has been published, contains an 
increased focus on integrated sustainability reporting. The 
recommendations of King lll will be evaluated by the committee 
and incorporated into the sustainability strategy where possible 
as the Group remains committed to adopting best practice 
reporting across all aspects of the business. 
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REvIEW OF THE 2009 SUSTAInABILITY FOCUS AREAS
The 2008 annual report identified four focus areas for the 2009 financial period. Performance against these goals is reported below:

FOCUS AREA STATUS

Continue to improve Broad-
B a s e d  B l a c k  E c o n o m i c 
Empowerment (BBBEE) score

• Increased score and maintained level 7 compliance on the Department of Trade and Industry’s 
generic BBBEE scorecard

• R4 million allocated to enterprise development to develop black-owned businesses in local 
supply chain

• new employment equity plans developed for 2009 to 2014

Focus on succession and 
leadersh ip  deve lopment , 
particularly in areas of strategic 
importance

• Accelerated retail management development programme implemented
• Enhanced coaching for senior and middle management
• Succession planning tool developed
• Employee participation in an international leadership forum
• new leadership coaching programmes implemented to drive performance and succession
• Leadership development enhanced through 360 degree surveys

Refocus core business values 
and communicate to staff

• Programmes implemented to ensure employee alignment with values
• Human Resource processes redesigned to support the values

Implement change management 
in identified strategic areas 
of the business to enhance 
performance

• Human Resource department restructured to enhance recruitment, retention, development 
and succession strategies

• Closer partnerships forged between business units and Human Resource management

2010 SUSTAInABILITY FOCUS AREAS

FOCUS AREA STATUS

Employees • Ongoing investment in building and retaining leadership talent and continuing to be an 
employer of choice in the fashion industry

Shareholders • Continued growth of shareholder wealth and returns

Customers • Continue to understand and listen to our customers and deliver excellent service

Suppliers • Engaging the value chain by influencing suppliers, contractors and other stakeholders and 
seeking opportunities for collaboration and mutual learning on sustainability challenges

Country, economy, 
environment and communities

• Continue to improve BBBEE score and accelerate transformation
• Broaden vision on sustainability risk by engaging from a more informed perspective, so that 

current risks such as increasing fuel costs, carbon taxes or disruptions arising from climate 
change can be treated as opportunities to effect change

• Expand corporate social investment projects to support the socio-economic needs of our 
country

• Develop an integrated environmental sustainability policy as environmental issues become 
more prominent

• Create a mind-shift for all by building internal capacity and creating an informed commitment 
to responsible retailing for all Group employees

• Stimulating innovation by linking sustainability to the core business, where creative processes 
are informed by an awareness of future scenarios
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Sustainability Report (continued)

MEASURInG SUSTAInABILITY

verification
The Group is committed to transparent and relevant reporting 
on sustainability. The Sustainability Committee acknowledges 
that sustainability reporting within the Group is still in its relative 
infancy and believes it would be premature to seek external 
verification of the Sustainability Report. Management confirms 
the accuracy and integrity of the data provided in this report and 

undertakes to seek external attestation or independent audit of 
the report should this be recommended by governance codes 
or regulation in the future.

Integrated sustainability indicators
The Sustainability Committee has identified a broad range of 
indicators to measure the Group’s progress. This list of indicators 
is reviewed regularly to align with the Group’s sustainability 
programme.

InTERnAL SUSTAInABILITY InDICATORS 2009 2008 2007

Headline earnings per share (cents) 337.6 295.6 248.6

Gross margin (%) 55 55 55

Operating margin (%) 34 33 33

Return on equity (%) 44 48 50

Dividends declared (cents) 171 144 120

Wealth created (Rm) 3 380 3 030 2 630

Permanent staff 3 724 3 422 3 289

Staff turnover (%) 17 25 16

Skills development % of employment costs (%) 4.4 5.0 7.2

Active customer accounts (000’s) 1 839 1 783 1 689

Retail Liaison Committee market share: ladieswear (%) 20.9 20.6 19.3

Retail Liaison Committee market share: menswear (%) 18.7 18.2 16.5

BBBEE rating (self-assessment) (Level) 7 7 8

Employment equity: black staff (%) 90 88 85

Employment equity: black management (%) 55 51 62

Gender equity: female staff (%) 72 73 74

BEE procurement (%) 32 28 24

Corporate social investment (Rm) 92 76 79

Enterprise development investment (Rm) 4.5 0.5 –

Carbon emissions (CO2) (Tons) 48 123 * *

ExTERnAL SUSTAInABILITY InDICATORS 

Inclusion in JSE SRI Index 3 – –

Participation in Carbon Disclosure Project 3 3 –

* not measured for reporting purposes
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jSE SOCIALLY RESPOnSIBLE InvESTMEnT (SRI)  
InDEx SCORECARD
The Group qualified for inclusion in the JSE SRI Index for the first 
time in the 2009 financial period. Qualification for the Index is 
based on an assessment of the environmental, economic and 
social sustainability practices and corporate governance of listed 
companies. The table outlines the Group’s performance and the 
maximum scores for each sustainability indicator. 

SUSTAInABILITY InDICATOR SCORE

Governance and sustainability

•  Core indicators 37 / 42

•  Desirable indicators 28 / 36

Social

•  Core indicators 37 / 41

•  Desirable indicators 38 / 60

Environmental

•  Impact Medium

•  Policy Met

•  Systems Met

•  Reporting Met

EMPLOYEES

Employment policies

The Group is committed to promoting staff from within the 
business while at the same time striving to achieve employment 
equity targets. Ongoing succession planning and development 
programmes have created a wealth of skilled talent while black 
staff accounted for 90% of internal promotions during the 
reporting period.

unlike many other South African companies, the Group has 
not placed a moratorium on hiring people who are not from 
designated groups. The reason for this is that at lower levels 
the workplace profile already reflects the black demographic of 
South Africa while at more senior and specialist levels the Group 

is competing for candidates in scarce skills areas. However, black 
staff have comprised 80% of new appointments.

The Group favours hiring local labour and currently only 
0.04% of employees are foreign nationals. All staff appointed 
in the business must be South African citizens or hold a valid 
work permit. Recruitment processes would also prevent the 
appointment of anyone under the age of 16 in terms of the 
policy on child labour.

Employee distribution

In addition to the 3 724 permanent employees at the end of the 
period, representing growth of 9% over the prior period, the 
Group also employed over 6 000 weekly paid flexi-time staff. 
The flexi-time employees are utilised during peak trading periods 
and over weekends, enabling the Group to meet its fluctuating 
staffing requirements. 

EMPLOYEE TURnOvER AnALYSIS 2009 2008

Permanent employees at the 
beginning of the period 3 422 3 289

Add: Recruitments 942 997

Less 640 864

Contract expiry 7 –

Deaths 11 11

Desertion 6 –

Dismissals 95 62

Ill health 2 –

Resignations 497 771

Retirements 21 19

Retrenchments 1 1

Permanent employees at the end 
of the period  3 724 3 422

Annual turnover of permanent 
employees (%) 17.2 25.2
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Sustainability Report (continued)

Staff communications

Internal communication is key to reinforcing the Group’s 
positioning as an employer of choice. An innovative medium 
is ‘CEO Talk’ which allows staff members to send questions or 
suggestions to the Chief Executive Officer. All issues raised by 
staff are addressed and problem areas identified, while creative 
ideas are regularly implemented. The success of CEO Talk is 
reflected in the increase in the number of questions raised from 
37 in 2006 to 136 in 2009.

Other communications tools include Communiqué, a bi-annual 
staff magazine, in-store broadcasts, annual staff citation awards 
and the Group intranet. Communication through formal staff 
bodies include the employment equity and skills development 
forums, the staff liaison committee in the Truworths Distribution 
Centre and annual wage negotiation through representative 
labour unions.

Skills development

Skills development and training has continued to focus on 
leadership development and succession planning. Programmes 
included coaching of senior merchant executives and fast-track 
retail management programmes to accelerate the development 
of technical and managerial skills in stores and the merchant 
functions. These programmes are linked to areas of skills 
shortage, including buying, planning, retail management and 
window dressing.

The Group’s accreditation as a training provider with the 
Wholesale and Retail Sector Education and Training Authority 
was reviewed and renewed during the reporting period.

Skills development highlights in 2009 include:

• 7 089 employees were trained, a 34% increase over 2008;

• 89% of employees trained were black staff (2008: 90%);

• 30 404 learning interventions took place (2008: 24 057);

• 99 internal training programmes were implemented 
(2008: 100); and

• 148 learnerships were registered.

Industrial relations

The Group has formalised relationship agreements with the 
South African Commercial Catering and Allied Workers union 
(SACCAWu) and the namibian Wholesale and Retail Workers 
union (nWEWu). SACCAWu represents 23% (2008: 22%) of 
permanent employees in South Africa, while 42% (2008: 45%) 
of permanent staff in namibia are union members.

Although the wage negotiation environment has become 
increasingly challenging owing to tough economic conditions, 
the collective bargaining climate has been positive and agreement 
was reached with both unions on wages and substantive 
conditions of employment. national protest action in the form 
of employee stay-aways and transport boycotts had minimal 
impact on the Group.

The economic environment has contributed to an increase in 
the number of misconduct cases across the business, as well 
as a marked increase in unfair dismissal cases referred to the 
Commission for Conciliation, Mediation and Arbitration (CCMA). 
The Group has maintained its high rate of 95% favourable 
outcomes at CCMA hearings. 

HIv and AIDS management

The Group’s HIV and AIDS strategy and programme is co-
ordinated by the HIV and AIDS Committee which is supported 
by an external medical adviser. The committee meets quarterly 
to review relevant data and monitor the impact of the disease 
on the business. 

The HIV prevalence rate among employees increased from 2.6% 
to 3% over the past year. This is based on employees registered 
on the HIV programme of the Group’s primary medical aid, the 
Wooltru Healthcare Fund.

An HIV and AIDS reserve has been accumulated in the fund 
since 2003 to cover the impact of future HIV costs. This reserve 
ensures that fund members and their dependants have access 
to counselling and anti-retroviral treatment.

While prevalence rates are lower than published national 
statistics, it is recognised that these figures exclude flexi-time 
employees who are not members of the fund. It would be safe 
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to assume that this category of employee would have at least 
as high an HIV risk profile. The Group plans to introduce an 
HIV benefit to the healthcare scheme for longer-term flexi-time 
staff in 2010.

Despite the increase in prevalence levels the overall rate remains 
low. Based on the low incidence rate, and considering voluntary 
counselling and testing (VCT) programmes have generally not 
been successful in geographically dispersed businesses, the 
Group has not embarked on a VCT programme. 

Internal research has indicated a generally high level of awareness 
of the pandemic among employees. Educational programmes 
have focused on regular poster campaigns, providing free 
condoms to all worksites and communicating information on 
treatment programmes.

The Group participates in several community-based HIV and 
AIDS projects including:

• funding a nursing sister at the Won Life AIDS Clinic 
in Fisantekraal in the Western Cape which treats over  
3 000 patients monthly;

• sponsorship of organisations including Etafeni, Wola nani, 
nazareth House, Home from Home and Thembacare, which 
provide care for children and families affected by AIDS;

• funding an income-generating programme for women 
affected by HIV and AIDS;

• youth educational awareness programmes; and

• support of the Desmond Tutu HIV Foundation.

Occupational health and safety

The Group’s health and safety policy is aimed at improving 
adherence to health and safety standards to prevent accidents 
involving staff, customers and third parties in all locations in 
which the business operates. Compliance is monitored by the 
Group Risk Manager. 

The Truworths Distribution Centre poses the highest risk to 
the Group from a safety perspective and several measures 
were implemented to maintain standards. This included the 
recertification of forklift operators, certified training for staff 

operating goods hoists, the testing of earth leakage, auditing 
and replenishing of first aid boxes, as well as assessing and 
auditing fire extinguishers.

Work-related injuries continued to show a declining trend and no 
serious accidents were reported. During the period consultants 
were retained to manage the Group’s injured-on-duty process. 
The outsourcing of this function will improve the recovery of 
financial claims and assist injured staff or their dependants in 
the claims process.

WORK-RELATED InjURIES 2009 2008 2007

Accidents 57 74 115

Death due to accidents – – –

Serious accidents – – –

Days lost to injury on duty 26 35 56
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Sustainability Report (continued)

Employment equity

The Group’s commitment to affording equal opportunities to all 
employees reflects in the staff profile, where 90% (2008: 88%) 
of staff are black and 72% female (2008: 73%). Encouraging 
progress has been made in transforming the staff profile at the 
junior management level, but progress at more senior levels 
continues to be slow. Performance is expected to improve as the 
benefits of the accelerated black leadership talent programme 

in the field operations start to be realised. Currently 140 people 
participate in this development programme. 

The Group has met all employment equity and affirmative action 
reporting obligations in South Africa and namibia. The table 
below reflects the Group’s workforce profile at the end of the 
period.

OCCUPATIOnAL 
LEvELS DESIGnATED GROUPS nOn-DESIGnATED GROUPS TOTAL

Male Female Male Foreign nationals 2009 2008

A C I A C I W W Male Female

Top management – – – – – – – 7 – – 7 8 

Senior management 1 7 2 – 3 – 32 48 1 – 94 79

Professionally qualified 14 13 9 10 48 15 160 57 – 2 328 310

Skilled technical 100 37 17 166 113 26 140 23 1 – 623 582

Semi-skilled* 1 526 489 157 3 886 1 443 331 400 103 – – 8 335 7 780

unskilled 5 3 – 6 18 – 4 2 – – 38 132

Total 2009 1 646 549 185 4 068 1 625 372 736 240 2 2 9 425

Total 2008 1 397 542 178 3 636 1 702 374 811 249 – 2 8 891

A = African C = Coloured I = Indian W = White

* Includes flexi-time employees 

• African 61%

• Coloured 23%

• White 10%

• Indian 6%

• Female 72%

• Male 28%
• Female 73%

• Male 27%
• African 57%

• Coloured 25%

• White 12%

• Indian 6%

RACE GEnDER

20092009 20082008
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Following an extensive analysis and audit of the employee profile 
an employment equity plan has been developed for 2009 to 
2014. This plan was developed in consultation with staff via the 
employment equity and skills development forums which meet 

quarterly and represent employees at head office and the six 
geographical regions of the business. The forum consists of 70 
elected members across race, gender and occupational levels.

The objectives and target timings of the plan are as follows:

OBjECTIvE TARGETED TIMInG

1. To develop and implement an employment equity policy that integrates the Group’s employment 
equity principles into all human resources policies and practices

December 2009

2. To ensure that recruitment and promotion practices in the Group do not adversely impact on employees 
from designated groups and are aligned with the Group’s employment equity principles

December 2010

3. To ensure that succession and career planning are aligned with the Group’s employment equity 
principles

April 2011

4. To ensure that all training and development initiatives within the Group are aligned with skills 
development legislation and the Group’s employment equity principles

December 2010

5. To have clear and transparent Human Resources policies, aligned with equity legislation and the 
Group’s employment equity principles

July 2009

6. To make reasonable progress towards transformation at senior management and top management 
levels in the Group taking into account available opportunities

September 2009

7. To increase the number of disabled persons in the Group’s employ and make reasonable accommodation 
for the needs of disabled persons

April 2010

8. To raise awareness of HIV and AIDS assistance and wellness programmes available to employees April 2011

9. To realise the role of the Group’s employment equity forum i.e. to promote, develop and integrate 
employment equity principles at all levels in the business

September 2010

10. To foster an organisational culture of celebrating diversity June 2010

11. To ensure that race and gender do not play a role in remuneration decisions in the Group July 2009

Employment equity plan
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CUSTOMERS

Responsible credit granting

The Group continues to apply sound credit management 
principles in providing responsible credit to customers. Despite 
tough economic conditions and a reduction in consumers 
applying for credit, the Group did not lower its lending criteria 
to obtain business through higher risk. Account acceptance rates 
declined from 40% at the end of the 2008 period to 39% at the 
end of the 2009 period.

Management supports the principles of the national Credit Act 
which seeks to protect consumers against the reckless granting 
of credit, over-indebtedness, exploitation and discrimination 
when applying for credit.

Before granting credit, a customer’s debt repayment history, 
financial means and obligations are assessed. Documentation 
is produced to explain the credit product and to improve 
customers’ general understanding of credit. All new account 
holders receive a pre-agreement quotation highlighting details 
of the contract, including repayment obligations and the costs 
associated with the account.

Product responsibility

All merchandise is required to meet the highest fashion and 
quality standards. Customers are offered full refunds or 
replacement for any defective merchandise on a 30-day return 
policy. This also applies to merchandise that has not been worn 
and found to be unsuitable in styling or fit. A quality assurance 
team partners local and international suppliers to ensure superior 
quality merchandise and manufacturing of product to approved 
safety standards. The Group is committed to restricting harmful 
practices in the manufacture of merchandise, one example being 
that genuine animal fur is not used in any garments. 

Responsible labelling

All clothing is required to be labelled with its country of origin 
thereby allowing customers to make informed decisions on their 
purchases. All garments also identify the fabric type and include 
washing and care instructions. 

Customer care line

A customer care line is available 13 hours a day, seven days 

a week, to assist customers and provide feedback on their 

experience with the Group. Ongoing market research is 

conducted to ascertain customer attitudes and concerns.

Customer communication

The Group communicates regularly with account holders through 

a range of electronic and print channels. Customers are given 

an option whether or not they would like to receive e-mail, text 

messages or telephone calls from the customer contact centre.

SUPPLIERS
The Group is truly South African with high levels of local  

content with more than half the Group’s clothing volumes 

sourced locally.

By supporting the country’s textile and clothing industry, the 

Group plays a role in creating direct and indirect employment 

for thousands of people along the supply chain. This helps to 

sustain the local cut-make-and-trim (CMT) industry which is 

under increasing pressure owing to the economic downturn in 

recent years.

Strong relationships have been developed with local 

manufacturers and suppliers, with some of these relationships 

spanning several decades. Close ties have been forged with a 

small group of committed manufacturers.

Increasing the competitiveness of the local manufacturing sector 

is crucial to ensuring its viability. As an active participant in the 

Cape Clothing and Textile Cluster (CCTC), the Group works with 

the region’s other large apparel retailers and clothing, textile 

and CMT manufacturers to address challenges confronting the 

sector and seek opportunities for competitive advantage. The 

CCTC is a public-private partnership between the Western Cape 

government and the major regional manufacturers representing 

more than 10 000 textile workers. 
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Young Designers Emporium (YDE) showcases the fashion of 
South Africa’s emerging designers through its 17 stores around 
the country. YDE offers a trading platform for 93 designer 
labels. These designers in turn employ or create employment for 
hundreds through their supply chains. Through YDE the Group 
not only stimulates the growth of new fashion talent but also 
supports the local textile and manufacturing sectors. 

BROAD-BASED BLACK ECOnOMIC EMPOWERMEnT

Progress and compliance

The Group’s commitment to transformation, which preceded the 
formalisation of broad-based black economic empowerment, 
has resulted in consistent progress over the past four years. As 
the Department of Trade and Industry scorecard, associated 
regulations and verification processes have evolved, the Group 
has sought to optimally implement the regulatory framework. 

To improve compliance in 2010 the Group recognises the need to 
invest in areas which have until now not been core focus areas of 
the BBBEE strategy. The Transformation Committee of the board 
is being restructured and will focus on developing strategies to 
improve BBBEE compliance across all seven categories of the 
Department of Trade and Industry scorecard. 

The Truworths Enterprise Development Trust has been 
established to develop and enhance the capability of the local 
supply chain. The trust will invest funds in upgrading equipment 
in qualifying clothing manufacturing enterprises. Donations by 
the Group to this Trust during the period amounted to R4 million  
(2008: R0,5 million).

External BBBEE verification

The Group has to date undertaken internal assessments of BBBEE 
compliance based on a scorecard produced by independent 
consultants, in line with regulations and measurement protocols. 
It is the intention to obtain a verified BBBEE rating through 
an accredited agency once the accreditation process has been 
completed by the South African national Accreditation System. 
This process was only finalised late in the financial period. As 
the supply chain is an integral element in composing the Group’s 
BBBEE scorecard, it was decided to commit to undertaking a 

BBBEE certification process in 2010 to allow suppliers more 
time to understand the verification process and obtain their 
own ratings.

Suppliers are being encouraged to adopt responsible BBBEE 
practices. The Group has provided suppliers with regular 
educational information as well as assistance with BBBEE 
assessments and verification. Management will be engaging 
with key suppliers on their verification plans as this impacts on 
the Group’s own audit and certification process. 

BLACK ECOnOMIC 
EMPOWERMEnT 
SCORECARD 2009 2008 2007

Ownership 1.4 1.4 –

Board and management 
control 2.2 2.2 2.3

Employment equity 6.5 8.0 6.1

Skills development 10.0 11.5 11.4

Preferential procurement 10.6 8.0 6.2

Enterprise development 7.7 5.2 4.5

Socio-economic development 3.7 5.0 5.0

Total 42.1 41.3 35.5

BBBEE compliance Level 7 Level 7 Level 8

EnvIROnMEnT
The Group acknowledges the need to further strengthen 
environmental, social and ethical management practices to 
continue growing and prospering. Accordingly, an environmental 
sustainability policy is being developed to promote energy 
and waste conservation, monitor the carbon footprint and to 
continue to focus on ethical sourcing of product. 

In developing the policy, the Group will define a methodology, a 
framework and tools which will ensure that broader and longer-
term sustainability considerations are integrated and connected 
with traditional accounting measurements. 
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Focus areas of the policy will include:

• further promoting employee awareness of energy and water 
conservation and recycling;

• decreasing usage of paper and packaging;

• further conserving energy; and

• decreasing pollution in conjunction with transportation 
companies and despatch partners.

Ethical product sourcing 

The Group recognises that to remain competitive and offer 
comprehensive ranges of merchandise, goods need to be sourced 
internationally. This involves establishing business relations with 
trading houses and manufacturers in developing countries where 
production cannot always be monitored. A specialised Sourcing 
Division co-ordinates and monitors sourcing across the Group. 

The Group does not tolerate any violation of human rights and 
basic social standards. At the same time the Group respects local 
laws, norms and culture as far as they are not in conflict with 
fundamental ethical and human rights. 

Workplace standards of offshore suppliers are constantly 
monitored and corrective action is proposed when deemed 
appropriate, although the ability to influence change is 
sometimes limited. 

Carbon Disclosure Project

The Group voluntarily participated in the Carbon Disclosure 
Project (CDP) for the second consecutive year. Through improved 
data collation and a growing understanding of its carbon 
footprint the Group enhanced its quality of disclosure from the 
first submission in 2008 and was able to calculate its level of 
carbon (CO2) emissions for the first time. 

The CDP represents 475 institutional investors globally and 
collates information from listed companies on the risks and 
opportunities related to climate change and emissions. It aims 
to encourage private and public sector organisations to measure, 
manage and reduce emissions and climate change impacts. 

CO2 EMISSIOnS FOR 2009# (TOnnES CO2E)

Fuel 193 Motor vehicles on the 
Group’s fleet scheme

Diesel 139 Head office generator and 
motor vehicles on fleet 
scheme

Electricity 46 782 Estimated emissions

Flights 1 009 Estimated emissions

# not measured prior to 2009
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MATERIALS COnSUMPTIOn 

Description 2009 2008

Corrugated 
board  
(tons)

1 096 700 Double board has 
been introduced 
to limit shrinkage

Shrink wrap 
(tons)

28 150 use of shrink 
wrap was largely 
eliminated during 
the period

Plastic bags 
(tons)

461 450 Evaluating 
environmentally 
friendly 
alternatives

Sealing tape 
(km)

1 934 2 500 Continuing to 
find alternative 
methods to reduce 
usage

Steel staples 
(tons)

15 7 Staples on cartons 
increased to limit 
shrinkage

Timber pallets 4 187 3 000 To continue to  
re-use or sell back 
to suppliers or 
waste merchants

Stitching wire 
(tons)

8 – Introduced to limit 
shrinkage

Plastic hangers 
(million)

7 14 To continue to 
re-use all hangers 
by selling back 
to garment 
manufacturers 
and to plastic 
recyclers

Creating an eco-friendly distribution centre

Environmental sustainability has been at the forefront of the 
design, construction and selection of equipment in the Group’s 
new Bofors distribution centre in Cape Town. The 5 000 m² 
building was completed in August 2009 and following the 
installation of storage and materials handling equipment the 
facility will be commissioned in April 2010. Eco-friendly features 
incorporated into the distribution centre include: 

• Environmentally efficient building design
 – non-mechanical ventilation system will save energy and 

be noise-free;

 – insulated roofing will minimise solar gain and heat loss;

 – traffic management systems will minimise travel distances 
and waiting times to reduce pollution from delivery 
trucks; and

 – choice of colours in the building will create a working 
environment conducive to productivity and efficiency.

• Electricity reduction
 – translucent wall panels will maximise the use of natural 

light;

 – energy efficient light fittings should reduce consumption 
by an estimated 23%; 

 – light level sensing will automatically switch lights off 
when there is sufficient natural daylight, generating an 
estimated saving of 20%; and

 – solar heating installed for hot water to the kitchen and 
toilets. 

• Water conservation
 – rain water captured from the roof will be used in the 

toilets; and

 – water efficient dual flush toilet cisterns and waterless 
urinals should save up to approximately 78% of water.

• Landscaping
 – only indigenous water-wise plants and trees will be used;

 – irrigation will be provided by the harvested rain water; 
and

 – ground cover planting will protect against water 
evaporation.
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• Materials handling equipment
 – energy efficient conveyor system, i.e. only those sections 

of the conveyor with goods on them will be powered at 
that time;

 – low-noise conveyor system to limit noise pollution;

 – automatic cranes are designed to minimise power surge 
as they accelerate;

 – regenerative braking systems on cranes will generate 
power as they brake; and

 – electric forklift trucks will be used which do not produce 
emissions.

CORPORATE SOCIAL InvESTMEnT
The Group contributes to economic empowerment through its 
corporate social investment programme (CSI) which is aimed at 
upliftment projects primarily in the areas of education, social 
development and health, with a secondary focus on sport and 
the arts.

Partnerships and capacity building are core philosophies of 
the CSI programme, while the real needs of communities are 
established through engagement with community groups and 
their representatives. 

CSI funding

The CSI programme is funded through three trusts, two of which 
are registered public benefit organisations (PBOs):

• The Truworths Social Involvement Trust supports organisations 
and projects that do not qualify for tax-exempt status, such 
as the Ikamva Labantu life skills programme in Western Cape 
schools, ballroom for able-bodied and disabled youth and 
Future Stars basketball teams.

• The Truworths Community Foundation makes donations to 
registered PBOs which enjoy tax exemption, including SOS 
Children’s Villages, Tsiba College and READ organisation.

• The Truworths Chairman’s Foundation provides financial 
assistance to registered PBO’s such as the Cape Clothing 
and Textile Cluster and the Desmond Tutu HIV Foundation.

The investments held by the three trusts at the end of the period 
totalled R92 million (2008: R76 million). During the period the 
donations made by the Group to the trusts were as follows:

CSI DOnATIOnS
2009 

R’000
2008 

R’000

Donations to the CSI trusts* 7 724 10 947

Donations of merchandise for 
distribution to charities** 2 443 2 375

Total donations by the Group 10 167 13 322

CSI disbursements by the trusts 4 931 3 142

Percentage of Group profit after tax  (%) 0.7 1.0

* Includes notional interest on interest-free loans

** This reflects the fair market value of merchandise donations 

Donations by the Group to the CSI trusts were lower in 2009 
as there were sufficient reserves in the trusts to fund planned 
programmes for the period.

Expanding CSI support

Sound investment returns in the trusts enabled them to increase 
their disbursements to R4.9 million, an increase of 57% on the 
prior period. The additional returns ensured that the Group was 
not only able to sustain but also expand its community support, 
despite the current economic downturn. 

The CSI policy has been reviewed and the Group plans to extend 
its geographic spread of project support to align more closely 
with the growing customer base. Projects are evaluated on 
criteria including charitable intent, long-term visibility, branding 
and sustainability.

The revised CSI policy enabled the creation of a more meaningful 
presence in the community, and increased funding resulted in 
the Group supporting more substantial infrastructure projects 
which included:

• renovating a ward at a provincial hospital;

• building a classroom at a rural school in Xhora Mouth, 
Eastern Cape; and

• extending the Won Life AIDS Clinic building in Fisantekraal, 
Western Cape.

Information on the projects supported by the Group during the 
reporting period is available on www.truworths.co.za.
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* The increase in the health category and resultant decrease in 

education support is due to the distributions to the provincial hospital 

and Won Life Clinic projects. 

Sponsoring aspirant fashion designers

A bursary scheme was initiated in 2009 in partnership with 
a Cape Town design college to support students from 
disadvantaged backgrounds studying towards a three-year 
fashion design diploma. The objective is for students to join the 
Group’s trainee merchant programme on completion of their 
studies, or be employed in a supply chain function. Students gain 
work experience within the Group and are mentored by staff. 

Employee involvement in CSI

Employees are encouraged to become involved in the CSI 
programme and can nominate new projects to support. 
Employees are invited to donate a portion of their monthly 
salary to charity and regular drives are organised in support of 
charitable donations. 

• Health* 45% 

• Education* 30%

• Social 16%

• Sports 5%

• Arts and Culture 3%

• Other 1%

• Health 7%

• Education 60%

• Social 17%

• Sports 8%

• Arts and Culture 6%

• Other 2%

ExPEnDITURE BY FOCUS AREA

2009 2008

Other examples of employee support of CSI include regular 
visits to the three houses sponsored by the trusts in the  
SOS Children’s Villages. Staff were involved in the renovation 
and refurbishment of the houses and employee volunteers also 
arrange environmental outings for these children. 

Educational grants are provided to the children of employees 
and during the period financial assistance was also given to 
seven physically or mentally challenged children of employees.

SUMMARY OF SOCIAL 
InvESTMEnT SPEnD 2009 2008

CSI projects supported during the period 65 44

Beneficiaries assisted in ongoing projects 4 807 3 325

Beneficiaries supported in once-off 
projects 1 496 1 544

Facilitators supported 118 114

CSI projects supported for over 10 years 23 23

Truworths International Limited Annual Report 2009  •  121



GLOBAL REPORTInG InITIATIvE InDEx

The Group follows the Global Reporting Initiative’s (GRI) G3 guidelines to assess the Group’s integrated sustainability reporting, 
with a focus on the core indicators only. The detailed GRI guidelines are available on www.globalreporting.org. 

GRI reference Topic Page Description

Strategy and analysis
1.1 Vision and strategy 1, 9, 39 Our Vision; Group Strategy; CEO’s Report
1.2 Key impacts, risks and opportunities 10, 97, 107 – 122 Investment Case; Risk Report; Sustainability Report
Organisational profile
2.1–2.10 Organisational profile 1 – 29, 226 Group in Brief; Administration
Report parameters
3.1–3.4 Report profile 128 – 220, 226 Group annual financial statements; Administration
3.5–3.11 Report scope and boundary 128 – 220 Group annual financial statements
3.12 GRI Index content 122 Sustainability Report
3.13 Assurance not assessed
Governance, commitments and engagement
4.1–4.10 Governance 85 – 95 Corporate Governance Report
4.11–4.13 Commitments to external initiatives – not reported
4.14–4.17 Stakeholder engagement 107 – 122 Sustainability Report
Economic performance indicators
EC1 Economic value generated and distributed 108 Sustainability Report
EC2 Financial implications of climate change – not assessed
EC3 Defined benefit plan obligations 163 – 165 Group annual financial statements
EC4 Financial assistance from government – not applicable
EC6 Spending on locally-based suppliers 64, 116 Managing the Risk of Fashion; Sustainability Report
EC7 Hiring of local labour 111 – 115 Sustainability Report
EC8 Infrastructure investments and services – not applicable
Environmental performance indicators
En1 Materials usage 119 Sustainability Report
En2 Percentage of materials recycled – not assessed
En3–4 Energy consumption 118 Sustainability Report
En8–10 Total water consumption – not assessed
En11–12 Biodiversity – not assessed
En16–23 Emissions, effluent and waste 118 Sustainability Report
En26–27 Products and services – not assessed
En28 Compliance 92 Corporate Governance Report
Social performance indicators
Labour practices
LA1 Total workforce 114 Sustainability Report
LA2 Employee turnover 111 Sustainability Report
LA4–5 Labour relations 112 Sustainability Report
LA7–8 Occupational health and safety 113 Sustainability Report
LA10 Training and education 112 Sustainability Report
LA13–14 Diversity and equal opportunity 114 Sustainability Report
Human rights
HR1–2 Investment and procurement practices – not assessed
HR4 non-discrimination – not assessed
HR5 Collective bargaining 112 Sustainability Report
HR6 Child labour 111 Sustainability Report
HR7 Forced and compulsory labour – not assessed
Society
SO1 Community 120 Sustainability Report
SO2–4 Corruption – not assessed
SO5 Public policy – not assessed
Product responsibility
PR1 Customer health and safety – not assessed
PR3 Product and service labelling 116 Sustainability Report
PR6 Marketing communications – not reported
PR9 Compliance 92 Corporate Governance Report
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