
CHAIRMAN’S REPORT

Our trading results make it clear that we have 
substantially completed the first stage of 
our turnaround strategy. This achievement is a 
tribute to the leadership of Richard Brasher and 
the dedication and loyalty of Pick n Pay’s 
management and staff. 

They have stabilised the business by improving operating 
efficiencies, containing costs, substantially completing the 
centralisation of administration and support functions and investing 
in our customer experience. We have laid foundations for the 
second phase of our recovery, while recognising that this will 
require a great deal of further work.

More will be expected of all of us in the year ahead as fresh 
challenges and opportunities present themselves in a very 
demanding retail environment.

Over the past five years, we have invested over R6 billion in our 
business infrastructure, largely from our own cash generation. 
This benefits all who live and work in the areas where we trade. 
Through our investment we are contributing to the success of 
the countries in which we trade and their economies.

South African consumers still face enormous pressure on their 
household finances. Rapidly rising energy and other utility costs, 
inflation and stubbornly high rates of unemployment continue to 
erode disposable incomes. We believe it would be unfortunate if 
these burdens were exacerbated by an increase in the direct value 
added tax (VAT) on goods and services. Such a step, following the 
higher personal income tax rate and the increase in the fuel levy, 
would cause great hardship to lower-income families and further 
dampen economic growth. We believe that measures to stimulate 
economic growth, rather than raise tax, would benefit South Africa 
and its economy at this time.

Like all other responsible organisations, we have been deeply 
concerned about the xenophobic incidents in South Africa in recent 
months. We view with dismay the great damage done to small 
traders, whatever their origin. Their contribution to the economy 
and to the food security of lowest-income communities should not 
be underestimated. The damage to our national reputation has 
been immense and must continue to be met by decisive leadership 
from all concerned.

Pick n Pay plans to invest a further R5 billion over the next two 
years in stores and other activities. This will create many more jobs 
in our stores and our supply chain. It will help us to build on our 
record of training the next generation of retailers for our business. 
It will also help to advance economic transformation by opening 
the way to successful retail careers among black managers and 
franchisees.

More broadly, Pick n Pay already buys products worth some 
R40 billion from local suppliers each year. As this grows further 
we will bring more black-owned and small businesses into the 
Pick n Pay supply chain.

Food security, and in particular the sustainable supply of fresh 
produce, remains a key priority for Pick n Pay. The World Wide 
Fund for Nature (WWF) reports that just 3% of South Africa’s 
farmers produce 95% of the food for the country’s formal food 
sector. At the same time we have become a net importer of certain 
staple foodstuffs, including wheat, rice, sugar and poultry. Both 
these facts highlight how vital it is that everyone in the chain 
recognises the importance and fragility of our food security.

Pick n Pay will continue to play a valuable role through our 
partnerships with existing valued suppliers and by encouraging and 
supporting emerging farmers in order to stabilise and sustain our 
agriculture sector. Our strategic focus on growing private label at 
Pick n Pay will provide small producers with a national platform for 
growth. But South Africa needs more. We need government and 
other stakeholders to acknowledge the grave importance of food 
security in our region and to provide clear, stable and reasoned 
agricultural policies as an immediate priority. Adding to our 
concern is the drought being experienced by many of our farmers, 
particularly those in the Free State and North West provinces, which 
has caused a substantial loss of crops. These areas contributed more 
than 60% of the maize crop in 2014. South Africa is now importing 
maize, and we are concerned about the impact on local food prices. 

Like other businesses, our operations have been disrupted by South 
Africa’s deteriorating electricity supply position. We have mitigated 
the impact by installing generators in our stores and we ask that 
commercial property owners, wherever possible, invest in their 
infrastructure and provide smaller, more vulnerable tenants with 
access to generators so that they are able to continue to trade 
while the lights are out. We call on government to take every 
available step to restore the dependability of the nation’s power.

In that connection, I am proud to note that Pick n Pay has made 

good progress in achieving greater energy efficiency. We have 

exceeded the target we set in 2010 for the reduction of carbon 

emissions a full year ahead of schedule. Of our carbon emissions, 

approximately 82% are generated by electricity consumption in our 

stores and supply chain. We are focusing on reducing our emissions 

even further, through greater in-store energy efficiencies, including 

more economical lighting systems and improvements in 

refrigeration plant control.

Energy efficiency is central to our new store designs, with stores 

opened in 2015 up to 44% more energy efficient than stores 

opened in 2010. In the past financial year, 28 existing stores were 

retrofitted with energy-efficient lighting and 33 with energy-

efficient refrigeration. We have also fitted our two flagship 

distribution centres with daylight harvesting and motion sensors, 

with the result that these facilities are 20% to 25% more 

energy efficient.

In the period under review, implementation of the Reserve Bank’s 

changes to card interchange rates has been a welcome advance. It 

will benefit consumers, who ultimately pay the price for excessive 

interchange fees. However, we believe the recent changes should 
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be only a first step: the South African consumer is still paying 
interchange fees that are considerably higher than those charged 
in Europe and other comparable markets.

On the external front, I am now co-chairing the Consumer Goods 
Council of South Africa and from July 2015 will occupy a similar 
position in the international Consumer Goods Forum. Both of these 
bodies provide valuable and powerful platforms from which to 
ensure that the retail sector plays a pivotal role in tackling societal 
challenges, including the pressing issues of public health, product 
labelling, employment, sustainability and ethical corporate 
governance.

As we reach the end of another trading year, I am pleased to report 
that we have consolidated the foundations from which the Group 
may now grow and prosper. We have achieved this without 
compromising or diluting our commitment to the Group’s three 
core legacies – the values of consumer sovereignty, doing good is 
good business and our commitment to business efficiency.

Our future growth will create more opportunities for individuals 
and suppliers to meet their aspirations as employees and partners 
of our business, and will allow us to do more for the communities 
we serve.

I would also like to congratulate our founder, Mr Raymond 
Ackerman, on receiving the 2015 Hall of Fame award from the 
Franchise Association of South Africa. The award recognises his 
incredible vision and contribution in building franchise businesses 
in South Africa and for embodying the entrepreneurial spirit which 

lies at the heart of the franchise model. In addition Mr Ackerman 
also received the Free Market Foundation’s (FMF) prestigious 
Luminary award. The award recognises unique individuals who 
inspire others and set a great example to all in South Africa. The 
award was given to Mr Ackerman in recognition of his role as an 
entrepreneur who changed retailing in South Africa for the lasting 
benefit of all consumers. Mr Ackerman is only the seventh person 
to receive the FMF Luminary award and we are extremely proud of 
his achievements and his lasting contribution to free enterprise in 
South Africa.

I would like to congratulate Mrs Wendy Ackerman on receiving the 
honorary title of Lifetime President of Pick n Pay from our Pick n Pay 
Stores Limited Board. She joins Raymond Ackerman in holding this 
ambassadorial position, which is in recognition of her exceptional 
contribution to the Group, particularly in the area of social 
responsibility.

In conclusion, I thank the entire team for the indispensable role 
they have played in turning round the fortunes of the Pick n Pay 
Group.

Gareth Ackerman
Chairman

Cape Town
20 April 2015

Gareth Ackerman

By improving the efficiency and 
underlying profitability of the 
business we have been able to do 
more for our customers and for 
the communities we serve.
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CHIEF EXECUTIVE OFFICER’S REPORT

The end of the 2015 financial year marks a 

significant milestone in Pick n Pay’s strategic 

long-term recovery.

Two years ago the leadership team devised 

a turnaround plan comprising three parts:

Stage 1 – Stabilise the business

Stage 2 – Changing the trajectory

Stage 3 – Sustainable long-term growth

The first stage of this plan is now substantially 

complete, the business having reported 

strong profit growth over four consecutive 

reporting periods.

Greater stability has been achieved through strong financial control 

and working capital management, which resulted in consistently 

stronger cash balances throughout the year and enabled the 

business to repay a significant proportion of its debt. Operating 

efficiency has improved with the business becoming increasingly 

effective in managing its costs. We have improved both our gross 

profit margin and our trading profit margin. Our headline earnings 

per share increased 28.0% on the previous year.

The second stage of the Pick n Pay recovery plan – changing the 

trajectory – will deliver a better business for customers, further 

improvements in operating efficiency, a dynamic approach to 

growth and further strengthening of the balance sheet and 

financial performance. Strong foundations for this stage have 

already been laid over the last two years. Some of these have 

required us to take tough decisions including the closure of over 

40 unprofitable stores over the past two years and beginning the 

process of refitting and modernising hypermarkets and larger 

supermarkets. In this period we have taken a prudent approach 

to expansion, using the time to develop a strong plan intended to 

ensure that all new space will drive strong and sustainable returns. 

These various steps have impacted the short-term performance of 

our business but have strengthened our capacity to deliver in the 

longer term.

A year ago I made a commitment to Pick n Pay shareholders that 

I would organise, focus and motivate my team around a clear plan 

and that this plan would have the customer at its heart. I believe 

we have made sound progress in this regard. We have made 

further progress in centralising our supply chain, on improving 

replenishment and on-shelf availability. We have modernised our 

economic model to make our stores more efficient and more 

responsive to customers. We have innovated in-store, improving 

our range and offer.

There is much more to be achieved as we shift our focus from 

stabilising the business to delivering sales-led growth but the steps 

we have taken will stand us in good stead. Our team is organised 

around our plan and we are focused and energetic.

BETTER FOR CUSTOMERS
Pick n Pay remains determined to get better for customers. This 

means giving our customers more of what they want, where they 

want it and at lower prices. It means offering quality, value, 

convenience and innovation. We have sharpened our pricing and 

have strengthened our promotional offer. Our Brand Match 

campaign has been well received by customers. The high 

percentage of low/zero coupon values has built confidence in the 

competitiveness of Pick n Pay’s pricing and is convincing customers 

that they do not need to shop around for lower prices.

Smart Shopper, South Africa’s favourite loyalty programme, 

continues to grow, and is a key differentiator for Pick n Pay. We are 

gaining valuable insight from Smart Shopper to personalise and 

improve our promotions, with the number of vouchers redeemed 

increasing by 68% over the year to 3.4 million. We have also 

worked with key partners to provide additional value-added 

benefits to make Smart Shopper even more attractive to our 

customers.

The Group has worked tirelessly with its suppliers to improve 

product availability for customers, and to improve the quality and 

range of merchandise on our shelves, particularly fresh produce. 

We have undertaken in-depth category reviews over the course of 

the year to make our product ranges more relevant to customers 

and more consistent from store to store.

During the year we entered into a strategic partnership with 

Daymon Worldwide to help us grow our private label offering. 

We believe that there is an opportunity to grow private label 

at Pick n Pay, not only providing our customers with more choice 

but enabling Pick n Pay to support even more local suppliers, 

including black- and women-owned businesses. 

Value-added services are a growing part of our business, with 

commission and other income from these services up more than 

100% on last year. Pick n Pay provides our customers with access 

to financial services (including our successful Mobile Money 

partnership with MTN), third-party bill payments, gift cards, 

pre-paid electricity, lotto and travel and event tickets. We will 

continue to focus on this area, providing our customers with 

increased convenience and innovation.
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A FLEXIBLE AND WINNING ESTATE
At 1 March 2015, the Group store portfolio comprised 1 189 stores 

and 2.2 million square metres (excluding its investment in 

TM Supermarkets in Zimbabwe). Pick n Pay opened 127 stores 

during the year across all Pick n Pay and Boxer formats, including 

36 new supermarkets, and closed 14 under-performing stores. The 

113 net new stores added 5.2% to total space.

As mentioned before, the Group followed a cautious approach to 

new space growth over the period. We are determined only to 

grow new space where we are confident that doing so will deliver 

strong and sustainable returns. To this end, the Group has 

developed a plan for future space growth which takes advantage 

of our improved operating model, leveraging improved store 

efficiencies, an increasingly centralised supply chain and improved 

labour productivity. The lowered cost of operations enables the 

Group to make more efficient use of existing space, to the pool 

of potential sites for new stores, and respond dynamically to the 

growing demand for convenience and local neighbourhood stores.

Pick n Pay has a vision to be the retailer for every South African 

and that means bringing Pick n Pay and Boxer stores to more 

communities. We are now in a better position to do so, ensuring 

that each new store adds real value to customers and a sustainable 

return for shareholders.

We have 20 Hypermarkets which contribute meaningfully to Group 

turnover and have embarked on a plan to modernise each of these 

for customers. Four Hypermarkets have undergone, or are currently 

undergoing, refurbishment. They are inevitably subject to a 

negative turnover impact during refurbishment, but are showing 

strong sales growth and improved trading densities thereafter. As 

an example, our new and improved Brackenfell Hypermarket in the 

Western Cape has halved in size, now houses both the liquor store 

and pharmacy on-site, enjoys a refreshed range of clothing and 

general merchandise and delivers a significantly improved turnover 

per square metre at a materially reduced occupancy cost.

Richard Brasher

The Group has undergone 
substantial change over the past 
five years and in particular since 
2013. It is ready for Stage 2 of the 
journey – changing the trajectory 
of Pick n Pay – and is well 
positioned for sustainable 
long-term growth. 
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CHIEF EXECUTIVE OFFICER’S REPORT CONTINUED

Pick n Pay continues to develop as a multi-format, omni-channel 

business, and is excited by the growth delivered by our smaller 

format stores, which include Local, clothing, liquor and Express. 

Our online business once again delivered strong double-digit 

turnover growth, adding another 40 000 new customers over the 

course of the year. The online offer in the Western Cape has been 

expanded through the establishment of a dedicated online picking 

warehouse at our refurbished Brackenfell Hypermarket.

Our franchise stores remain an integral part of Pick n Pay and 

continue to play a key role in our strategic long-term plan. Our 

franchisees are strong representatives of our Pick n Pay brand and 

we benefit from having these committed, capable retailers serving 

our customers. Our plan to make Pick n Pay better for our 

customers will make Pick n Pay better for our franchisees too.

EFFICIENT AND EFFECTIVE OPERATIONS
In September 2014 the Group established its Retail Office – 

a specialist team tasked with driving an efficient and effective 

operating model across all store formats. In a short space of time 

the team has delivered substantial cost savings in participating 

stores, demonstrating that we can successfully operate a more 

efficient store on a lean cost base. The team has also co-ordinated 

and delivered improvements in back-door receiving and in-store 

replenishment and achieved strong savings on waste and shrink. 

A well-run, cost-effective store unlocks value for further investment 

in the customer offer. Simple and efficient processes enable stores 

to focus fewer staff on receiving goods at the back door and more 

staff dedicated to customers on the shop floor.

EVERY PRODUCT, EVERY DAY
In the course of the 2015 financial year, the Group doubled the 

capacity of our supply chain capability in the Western Cape by 

implementing a high-density pick tunnel in our Philippi Distribution 

Centre. It also rolled out the Enterprise Warehouse Management 

(EWM) SAP warehousing system at the Longmeadow Distribution 

Centre in Gauteng, which will improve operating efficiency at the 

facility. Pick n Pay is working closely with suppliers to accelerate the 

pace of centralisation, adding 90 suppliers during the year and 

increasing the level of central supply by 11% pts.

Our Philippi Distribution Centre is successfully delivering every 

product, every day to all corporate stores in the Western Cape, on 

a 24-hour lead time. This arrangement is currently being introduced 

at Longmeadow in servicing the Gauteng region.

These operational advances, together with our automated forecast 

and replenishment system, have resulted in improvements in 

on-shelf stock availability of 2.5%, while reducing the need for 

large back-up storage areas in stores.

A WINNING TEAM
We have strengthened our senior management team over the last 

year through key internal and external appointments. We have also 

said goodbye to two executives, Isaac Motaung and Neal Quirk, 

who have together given exemplary service to Pick n Pay over many 

decades. I want to thank them personally for their contributions 

to building a great business, and wish them long and happy 

retirements. We have introduced new performance review and 

management systems for senior managers and established clear 

objectives and lines of accountability.

We are committed to building a high-performance team of 

well-managed, trained and skilled employees who are empowered 

to build careers at Pick n Pay and are motivated to contribute to the 

success of the business. Reflecting our commitment to empowering 

our people, this year our investments in skills training and bursaries 

is up 16.7% on that of last year. We are determined to be an 

organisation that fairly reflects the diversity of our country and the 

communities we serve. To this end we are encouraged by the 

improvement in our BBBEE score from level 6 to level 4 over the 

past 12 months.

BOXER – A NATIONAL BRAND
Our Boxer business has grown significantly in recent years, despite 

the challenging conditions facing the poorer and more rural 

communities of South Africa and Swaziland. Boxer customers often 

face economic hardship, which has been exacerbated over the 

course of this year by the strikes in the platinum sector, civil 

protests over the lack of basic service delivery and rising 

unemployment. The Boxer business operates a lean and efficient 

economic model, offering a compelling range of high-quality 

produce and merchandise at affordable prices. We are confident of 

the opportunity the Group has to grow Boxer into a national brand, 

an objective that forms a key part of our future growth strategy. 

We will harness the synergies between the Pick n Pay and Boxer 

businesses and, wherever appropriate, Pick n Pay will provide the 

systems and supply chain support that Boxer needs to grow.
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REST OF AFRICA – SECOND ENGINE OF GROWTH
Our operations outside South Africa continue to deliver good growth, with segmental 

revenue up 16.6% in constant currency terms, notwithstanding the closure of our franchise 

operations in Mozambique and Mauritius last year. We continue to expand and improve our 

operations outside South Africa, opening stores in Namibia, Zambia and Zimbabwe over the 

year. TM Supermarkets, the Group’s associate in Zimbabwe, has experienced a challenging 

trading period, feeling the combined pressures of a deflationary trading environment, 

increasing competition and continued economic and political uncertainty in the region. 

TM continued with its sizeable store refit programme over the year, with the refurbishment 

of four TM Supermarkets and rebranding a further three stores to the Pick n Pay brand. 

Markets outside South Africa remain a potential second engine of growth for Pick n Pay. 

We plan to strengthen our footprint in existing territories and will look for profitable 

opportunities in other countries that offer political stability, economic growth, ease of 

business and the prospect of strategic scale – with partners who share our vision and our 

values. We are confident of the prospects for growth into Ghana and will open our first 

store in that country in 2016.

MORE TO COME – THE NEXT STAGE IN THE STRATEGIC JOURNEY
The Group has changed for the better over the past two years. By improving the efficiency 

and underlying profitability of the business we have been able to do more for all our 

stakeholders. Pick n Pay is ready for the second stage of our journey – changing the 

trajectory – and is well-positioned for sustainable, long-term growth. We are determined to 

create many more opportunities for individuals and suppliers to meet their aspirations as 

employees and partners of our business while doing more good for the communities in 

which we operate.

I want to thank the Pick n Pay team who have all worked extremely hard through this first 

stage of our strategic plan, and who continue to serve the business with a passion that is 

unique to the Pick n Pay brand. I also wish to thank the Chairman and my Board colleagues. 

Their advice over the past two years has been invaluable. As a team we are now ready for 

the second stage of our plan.

Richard Brasher

Chief Executive Officer

Cape Town

20 April 2015

Pick n Pay is working 
closely with suppliers to 

accelerate the pace 
of centralisation, adding 

90 suppliers  
during the year and 

increasing the level of 
central supply by more 

than 11% pts.

We are committed 
to building a high-

performance team of 
well-managed, trained 
and skilled employees 

who are empowered to 
build careers at Pick n Pay 

and are motivated to 
contribute to the success 

of the business. Reflecting 
our commitment to 

empowering our people, 
this year our investment 

in skills training and 
bursaries is up 16.7% on 

that of last year.
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CHIEF FINANCE OFFICER’S REPORT

PICK N PAY STORES LIMITED
Key financial indicators

52 weeks to
1 March 2015

52 weeks to
2 March 2014

% 
change

Turnover R66.9 billion R63.1 billion 6.1
Gross profit margin 17.8% 17.5%
Trading profit R1 240.1 million R1 010.3 million 22.7
Trading profit margin 1.9% 1.6%
Profit before tax R1 205.2 million R833.1 million 44.7
Profit before tax margin 1.8% 1.3%
Basic earnings per share 178.79 cents 122.01 cents 46.5
Headline earnings per share 177.26 cents 138.51 cents 28.0
Total annual dividend per share 118.10 cents 92.30 cents 28.0

OVERVIEW OF FINANCIAL RESULT
Pick n Pay delivered a solid financial performance in the 2015 financial year. Rigorous control of 

capital and operating spend, combined with concerted action to strengthen the business for the long 

term, contributed to the headline earnings per share increase of 28.0%. Trading profit increased 

by 22.7%.

Group turnover growth of 6.1% reflected the financial pressure on especially middle-income 

customers, with the South African economic climate continuing to be characterised by high 

unemployment, elevated levels of household debt, a weak rand and rising utility costs. In addition, 

this year we took key strategic steps to improve the quality of our estate, including the closure of a 

number of under-performing stores and commencing a substantial refurbishment programme in the 

second half of the year. While this action strengthened the business for the future, it inevitably 

impacted turnover growth in the reporting year.

The gross profit margin increased by 30 basis points from 17.5% to 17.8% of turnover, 

notwithstanding the investment in price through our Brand Match campaign and Smart Shopper 

loyalty programme.

The increasingly effective management of costs, together with the realisation of greater operating 

efficiencies, limited the increase in like-for-like trading expenses to 3.8%, well below CPI for the year 

of 5.8%. Trading profit margin improved by 30 basis points from 1.6% to 1.9%.

More stringent financial control and tighter working capital management resulted in consistently 

stronger cash balances over the year, enabling the repayment of R700 million of medium-term debt 

under the DMTN Programme. This delivered a 40.2% reduction in net finance costs.

DETAILED REVIEW OF FINANCIAL RESULT
Turnover

52 weeks to
1 March 2015

Rm

52 weeks to
2 March 2014

Rm
%

change

Group turnover 66 940.8 63 117.0 6.1
South Africa division 63 911.9 60 381.0 5.8
Rest of Africa division 3 028.9 2 736.0 10.7

The business 
delivered a 30-basis 
point improvement 

in gross profit 
margin, from 17.5% 
to 17.8%, alongside 

continued 
investment in  
price through  

Brand Match and 
Smart Shopper.

Tighter working 
capital 

management led  
to consistently 
stronger cash 

balances over the 
12 months, 

allowing for the 
repayment of  

the medium-term 
DMTN Programme 

debt of 
R700 million.
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The Group took strategic action during the year to close 14 under-

performing stores. These closures, together with the 26 stores 

closed in the previous financial year, had a negative impact on 

turnover growth. The Group also embarked on a substantial 

refurbishment programme in the second half of the year, beginning 

the journey of refitting and modernising a number of Hypermarkets 

and large supermarkets.

These actions improved the quality of our estate and strengthened 

the business for the future but caused some short-term disruption 

to trade.

The Group opened 127 stores during the year across all Pick n Pay 

and Boxer formats, including 36 new supermarkets. The 113 net 

new stores added 5.2% to space. The retail market is increasingly 

competitive with a number of our competitors undertaking 

accelerated store opening programmes. Pick n Pay’s cautious 

approach to new space growth meant that we lagged the market 

in expansion while our stores felt the impact of competitor 

openings. The Group is determined, however, to grow new space 

only where it is confident that doing so can deliver strong and 

sustainable returns.

Like-for-like sales growth of 3.6% was up from 2.7% in the prior 

year with our customer count and basket size increasing 2.4% and 

4.0% respectively. All metrics reflect improvements in our customer 

offer achieved through a number of new initiatives launched over 

the course of the year. We are seeing positive signs of inflation 

moderating, with internal selling price inflation falling to 6.3% in 

the second half of the year, against the 6.7% recorded for the first 

half of the year.

The turnover growth of 5.8% in the South Africa division 

reflected the tough economic climate in this country. Consumers 

in South Africa have come under increasing financial pressure 

over the past year. This was a particularly challenging year for our 

Boxer business which operates in the lower-income, emerging-

market communities of South Africa. The business faced increased 

competition from both formal retailers and informal traders, against 

the backdrop of mining and industrial strikes, power cuts and 

service delivery protests. We were, however, pleased with the 

efforts of our Boxer team, who continue to drive tremendous 

cost efficiency across the business, in order to deliver competitive 

prices to those customers who need it the most.

Bakar Jakoet

Rigorous control of capital and 
operating spend, combined with 
concerted action to strengthen the 
business for the long term, drove 
headline earnings per share up 
28.0% on last year. 
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CHIEF FINANCE OFFICER’S REPORT CONTINUED

The Rest of Africa division delivered good growth with segmental 

turnover and segmental revenue (including direct supplier 

deliveries) up 10.7% and 13.6% respectively, notwithstanding the 

weakening of the Zambian kwacha against the South African rand 

and the closure of our franchise operations in Mozambique and 

Mauritius in the previous year. Segmental revenue growth in 

constant currency terms was 16.6%. We continued to expand and 

improve our operations outside South Africa, opening two stores in 

Zambia during the year and eight in Namibia while closing three 

under-performing stores in that country. We continued with the 

sizeable store refit programme in Zimbabwe over the year, 

refurbishing four TM Supermarkets and rebranding a further three 

stores to the Pick n Pay brand. The opening of two new stores in 

Zimbabwe and the closure of one store during the year brought the 

total number of TM Supermarkets to 53, of which eight trade 

strongly under the Pick n Pay banner.

Other trading income increased by 20.4% to R602.9 million. The 

increase was largely due to commissions earned on value-added 

services, which more than doubled over the period. While 

value-added services are a good growth opportunity for the 

business, and growth in this area was strong in 2015, such growth 

rates depend on new levels of innovation and new product 

launches, which are unlikely to be replicated every year.

Franchise fee income reduced by 5.4% as a result of the closure 

of five franchise stores in Mauritius and Mozambique in the 

previous year.

Other trading income

52 weeks to
1 March 2015

Rm

52 weeks to
2 March 2014

Rm
%

change

Other trading income 602.9 500.6 20.4
Franchise fee income 294.4 311.2 (5.4)
Operating lease income 67.3 77.8 (13.5)
Commissions and other income 241.2 111.6 116.1

Trading expenses

52 weeks to
1 March 2015

Rm
% of

turnover

52 weeks to
2 March 2014

Rm
% of

turnover
%

change
Like-for-like
% change

Trading expenses 11 309.3 16.9 10 530.2 16.7 7.4 3.8
Employee costs 5 653.8 8.5 5 326.3 8.4 6.1 3.5
Occupancy 1 867.6 2.8 1 613.9 2.6 15.7 6.9
Operations 2 618.8 3.9 2 580.5 4.1 1.5 (2.5)
Merchandising and administration 1 169.1 1.7 1 009.5 1.6 15.8 16.9

Gross profit

Gross profit increased by 8.2% to R11.9 billion with our 

procurement and supply chain channel delivering pleasing 

performances. The business delivered a 30-basis point improvement 

in gross profit margin, from 17.5% to 17.8% alongside continued 

investment in price through Brand Match and Smart Shopper, and 

keener promotions over the course of the year. Our investment in, 

and focus on, centralised procurement and supply chains, including 

automatic forecast and replenishment, delivered improvements in 

availability for customers, more efficient and lower-cost operations, 

better inventory management and more productive use of space 

in stores.

Operating lease income (rental income) decreased by 13.5% 

mainly as a result of the cancellation of a substantial head lease, 

with a corresponding decrease in related rentals paid.

Commissions and other income rose 116.1% as a result of a 

renewed focus on optimising existing value-added services, 

including financial services such as mobile money, third-party 

bill payments, and the sale of gift cards, pre-paid electricity, lotto 

and travel and event tickets. We will continue to focus on this 

area, providing our customers with increased convenience 

and innovation.
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The net finance cost of R59.6 million was 40.2% down on last 

year. This was the result of stronger working capital management 

throughout the year, with a particular focus on inventory 

management, which resulted in stronger cash balances and 

enabled the repayment of the medium-term R700 million DMTN 

Programme debt in June 2014.

Trading expenses, at 16.9% of turnover, increased by 7.4% in total 

and by 3.8% on a like-for-like basis.

Employee costs increased 6.1%. On a like-for-like basis, the 

growth in employee costs was contained at 3.5%, notwithstanding 

a first time charge of R67.3 million in respect of the new employee 

forfeitable share plan, which was implemented in August 2014, and 

an annual wage rate increase which was more in line with CPI. This 

is evidence of the tangible progress achieved in improving labour 

productivity and efficiency throughout the Group, through the 

centralisation and simplification of business processes and systems.

Occupancy costs, which include rent, rates, security and insurance 

expenditure, increased by 15.7%. Rent paid rose by 18.1% 

year-on-year, reflecting our space growth over the last year, with 

like-for-like rental expenses up 7.0%, in line with average annual 

escalations. Total like-for-like occupancy cost increases were 

contained at 6.9%, despite regulated increases in rates and 

property taxes of up to 20%.

Operations costs, which include electricity, utilities, repairs and 

maintenance, and depreciation and amortisation, were up 1.5% 

on last year, and 2.5% down on a like-for-like basis, driven by a 

substantially lower amortisation and depreciation charge in 2015. 

Among the factors contributing to this reduced charge was the 

impact of the R104.1 million impairment of intangible assets in 

the prior year, a large portion of capitalised investment over the 

previous seven years now being fully depreciated, and a reduction 

in capital spend over the past 18 months as the Group slowed new 

space growth and refurbishment to ensure all customer-facing 

investment added real value and generated sustainable levels 

of return.

Utility costs rose by 12.3% due to higher diesel and generator 

maintenance costs – as a direct result of load shedding. However, 

these costs continued to be mitigated through improved store 

Share of associate’s income

TM Supermarkets, the Group’s associate retailing in Zimbabwe, 

experienced a challenging trading period, with our share of TM’s 

income falling by 55.3% to R14.3 million. Turnover in the region 

is under pressure due to a deflationary trading environment, 

economic and political uncertainty and increasing competition.

efficiencies and the effective measures put in place to reduce 

electricity usage.

A number of IT systems came online during the year and 

professional fees related to the maintenance and support of these 

systems contributed to an increase in merchandise and 

administration costs of 15.8% (16.9% on a like-for-like basis), 

with R66.8 million of IT support costs now expensed as incurred.

In addition, bank charges increased by 26.6% on last year, 

reflecting the increased use of electronic tender by our customers. 

An improvement in our impairment allowance of trade and other 

receivables, down 71.4% on last year, mitigated other increases in 

this category, providing encouraging evidence of the improving 

health of our franchise business.

Trading profit

Trading profit increased by 22.7% to R1 240.1 million. The trading 

profit margin improved from 1.6% to 1.9%. An improved gross 

margin and strong expense control underpinned this result, 

countering subdued turnover growth. There is, however, still 

considerable scope to optimise our cost structure and improve 

our productivity and efficiency.

Profit/loss on capital items

In 2014 the Group completed the centralisation of its buying, 

operational and finance support functions. As a result, systems and 

reporting tools previously developed to support the decentralised 

business operation became obsolete indicating that certain 

intangible assets had to be assessed for impairment. Management 

estimated the recoverable amount as zero and an impairment of 

R104.1 million was recognised in the previous reporting period.

The Group realised a gain of R10.4 million on the sale of assets in 

the current year, against losses of R5.5 million in the prior year.

Net finance costs

52 weeks to
1 March 2015

Rm

52 weeks to
2 March 2014

Rm
%

change

Net finance costs (59.6) (99.6) (40.2)
Finance income 59.4 44.3 34.1
Finance costs (119.0) (143.9) (17.3)
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CHIEF FINANCE OFFICER’S REPORT CONTINUED

Tax

The effective tax rate improved from 29.9% to 28.5%. The 

effective tax rate benefit was a direct result of our improved 

profitability, with no corresponding change in the level of non-

deductible expenditure.

Earnings per share

Basic earnings per share (EPS) – increased 46.5%, from 122.01 

to 178.79 cents per share.

Headline earnings per share (HEPS) – increased 28.0% from 

138.51 to 177.26 cents per share.

The significant difference in the growth in headline earnings per 

share against basic earnings per share relates to the add-back of 

profits and losses of a capital nature in the calculation of headline 

earnings. The profit on the sale of assets, net of tax, of R7.4 million 

was taken into account in the calculation of headline earnings in 

the current period, against the add-back of capital losses in the 

prior year of R78.9 million net of tax. The capital loss in the 

previous year related mainly to the impairment of obsolete 

IT systems.

Financial position

Sunday
1 March

2015
Rm

Sunday
2 March

2014
Rm

Inventory 4 654.5 3 979.8
Trade and other receivables 2 956.7 2 841.1
Cash and cash equivalents 1 173.8 1 540.3
Bank overdraft and overnight 

borrowings (500.0) (670.0)
Medium-term borrowings – 

DMTN Programme — (700.0)
Other current liabilities* (9 153.6) (8 204.4)

Net working capital (868.6) (1 213.2)

* Excludes the short-term portion of long-term borrowings.

We are pleased with the improvement in net working capital of 

R344.6 million, which reflects the good work across the business in 

terms of controlling capital and operating expenditure and 

managing working capital.

Inventory

Overall, we made good strides in removing excess inventory from 

the business. However, inventory increased by R674.7 million or 

17.0% on last year. This reflected the new stores opened during 

the course of the year as well as an increase in the centralisation 

of suppliers over the period, which resulted in elevated inventory 

levels in the short term. In addition, labour disruption at our 

Longmeadow Distribution Centre, although quickly resolved, 

led to increased inventory levels at the facility over year-end.

Trade and other receivables

Trade and other receivables increased by only R115.6 million or 

4.1%, against the backdrop of a net new 57 franchise stores. This 

reflected the reduction in our impairment allowance included in 

merchandise and administration expenses. We remained focused 

on improving the quality of our debtors’ book and are pleased with 

our progress in this regard.

Cash and capital management

Working capital management is critical in maintaining a sustainable 

and cost-effective capital structure. Tighter working capital 

management and a relentless focus on inventory during the year 

led to consistently stronger cash balances over the 12 months, 

allowing for the repayment, as stated above, of the medium-term 

DMTN Programme debt of R700 million and resulting in a 

substantially decreased interest charge, notwithstanding the 

elevated inventory levels at year-end.

The Group utilises long-term interest-bearing borrowings to fund 

specifically identified capital investment in respect of long-term 

assets. All capital expenditure is reviewed through a thorough 

rigorous requisition and approval process.

Capital expenditure for the year

52 weeks to
1 March 

2015
Rm

52 weeks to
2 March 

2014
Rm

Expansion into new stores 377.7 592.4
Improving existing stores 438.5 319.3

Improving the customer 
experience 816.2 911.7

Investing in future infrastructure 130.6 157.8
Maintaining current infrastructure 158.5 190.5

Total capital investment 1 105.3 1 260.0

Of the total capital spend for the year, R816.2 million or 73.8%, 

was focused on expansion and improving the customer experience. 

The Group adopted a measured approach to investment in new 

stores and refurbishments over the last two years to ensure that all 

capital investment drives a sustainable return.

It is anticipated that capital investment will double in 2016. A clear 

and focused plan is in place to grow sustainably and improve the 

quality of the estate, which began with the commencement of the 

substantial refit programme in the second half of the 2015 financial 

year. As mentioned previously, we remain committed to reducing 

our per square metre capital spend without compromising on the 

quality of our supermarkets. All future capital commitments will be 

funded through internally generated cash flow and medium- to 

long-term borrowings where appropriate.
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PICK N PAY HOLDINGS LIMITED RF
Pick n Pay Holdings Limited RF’s only asset is its 52.8% (2014: 53.6%) direct holding of the 

issued share capital of Pick n Pay Stores Limited. Its earnings are directly related to those 

of this investment.

KEY FINANCIAL INDICATORS

52 weeks to
1 March 2015

52 weeks to
2 March 2014

% 
change

Turnover R66.9 billion R63.1 billion 6.1
Gross profit margin 17.8% 17.5%
Trading profit R1 238.6 million R1 008.1 million 22.9
Trading profit margin 1.9% 1.6%
Profit before tax R1 203.7 million R830.9 million 44.7
Profit before tax margin 1.8% 1.3%
Basic earnings per share 88.78 cents 60.61 cents 46.5
Headline earnings per share 88.01 cents 68.83 cents 27.9
Annual dividend per share 57.25 cents 44.30 cents 29.2

PICK N PAY STORES LIMITED AND PICK N PAY HOLDINGS LIMITED RF

SHAREHOLDER DISTRIBUTION
The Board of Pick n Pay Stores Limited has maintained its dividend cover of 1.5 times 

headline earnings per share. Pick n Pay Holdings Limited RF’s dividend policy is to pay 

out all profits for the year.

Pick n Pay Stores Limited declared a final dividend of 98.50 cents per share, bringing the 

total annual dividend for the year to 118.10 cents per share, 28.0% up on last year.

Pick n Pay Holdings Limited RF declared a final dividend of 47.85 cents per share, bringing 

the total annual dividend for the year to 57.25 cents per share, 29.2% up on last year.

Bakar Jakoet

Chief Finance Officer

Cape Town

20 April 2015

An improvement  
in the impairment 
allowance of our 
trade and other 

receivables,  
down 71.4% on last 

year, providing 
encouraging 

evidence of the 
improving health  
of our franchise 

business.
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FIVE-YEAR REVIEW

2015
364 days

2014
364 days

2013
368 days

2012
366 days

2011
365 days

Pick n Pay Stores Limited
PERFORMANCE MEASURES
Continuing operations
Turnover growth %  6.1  6.5  7.1 8.1 5.1
Gross profit margin %  17.8  17.5 17.4  17.8 17.6
Trading profit growth %  22.7  18.5 (33.2) (10.1) (13.5)
Trading profit margin %  1.9  1.6 1.4  2.3 2.8
Profit before tax growth %  44.7  3.0 (30.9) (13.7) (25.8)
PBTAE growth %  28.6  15.9 (30.9) (13.2) (25.6)
EBITDA growth %  13.5 4.9 (13.5) (4.0) (4.9)
Profit margin % 1.3 0.9 0.9 1.4 1.8
Headline earnings growth % 27.9  24.5 (30.7) (14.8) (17.8)
Headline earnings margin % 1.3 1.0 0.9 1.4 1.8
Headline earnings per share cents 177.3 138.5 111.5  160.8 189.3
Headline earnings per share growth %  28.0  24.2 (30.7) (15.1) (18.3)
Return on shareholders’ equity % 29.1  25.9 22.1 29.9 36.5
ROCE % 24.0 20.0 14.5 25.8 32.2
Return on total assets %  5.9  4.9 4.3 5.9 7.0
Net asset value per share cents 746.6 645.6 586.0 548.0 503.0
WACC % 9.5

CONSOLIDATED STATEMENTS OF  
COMPREHENSIVE INCOME

Continuing operations
Turnover Rm 66 940.8  63 117.0 59 271.3 55 330.5 51 185.0
Trading profit Rm 1 240.1  1 010.3 852.4 1 275.1 1 417.7
Profit before tax Rm  1 205.2  833.1  808.9  1 170.0  1 356.1 
PBTAE Rm 1 205.2 937.2 808.9 1 170.0 1 348.6
EBITDA Rm  2 134.3 1 881.0 1 792.9 2 073.7 2 160.9
Headline earnings Rm 847.8  662.6 532.2 767.8 900.8

CONSOLIDATED STATEMENTS OF  
FINANCIAL POSITION

Total Group operations
Assets
Non-current assets Rm 5 920.1  5 739.9 5 407.8 5 091.1 4 078.3
Current assets Rm 8 786.4  8 364.7 7 613.3 6 727.2 7 022.0

Total assets Rm 14 706.5  14 104.6 13 021.1 11 818.3 11 100.3

Equity and liabilities
Ordinary shareholders’ equity Rm 3 130.1  2 702.6 2 416.0 2 404.1 2 158.8
Non-current liabilities Rm 1 631.3  1 789.8 1 697.1 1 609.3 1 383.3
Current liabilities Rm 9 945.1  9 612.2 8 908.0 7 804.9 8 558.2

Total equity and liabilities Rm 14 706.5  14 104.6 13 021.1 11 818.3 11 100.3
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2015
364 days

2014
364 days

2013
368 days

2012
366 days

2011
365 days

STOCK EXCHANGE (JSE LIMITED) 
MEASURES

Pick n Pay Stores Limited (PIK)
Number of shares in issue millions  487.3  480.4  480.4  480.4  480.4 
Weighted-average number of shares in issue millions  478.3  478.4  478.1  477.4  475.7 
Total market capitalisation Rbn 25.7 21.7  21.8  20.7  22.3 
Market capitalisation net of treasury shares Rbn 25.3 21.6 21.7 20.6 22.2
Price:earnings ratio times 29.8 32.6  40.8  30.2  28.2 
Dividend per share cents 118.1 92.3  84.0 130.9 142.5
Dividend cover times 1.5 1.5  1.3  1.1 1.2
Volume of shares traded millions 213.3 165.2  274.5 216.8 275.7
Percentage of shares traded % 43.8 34.4  57.1 45.1 57.4
Market price per share   
– close at year-end cents 5 282 4 514 4 544 4 307 4 644
– high for the year cents 6 082 5 440 4 900 4 850 4 999
– low for the year cents 4 401 3 519 4 022 3 504 3 944
Pick n Pay Holdings Limited RF (PWK)
Number of shares in issue millions 527.2 527.2  527.2  527.2  527.2 
Weighted-average number of shares in issue millions 516.3 516.2 516.4  516.4  515.9 
Total market capitalisation Rbn 12.0 10.8 10.0 9.7 10.6
Headline earnings per share cents 88.0 68.8  55.1  70.8  82.1 
Price:earnings ratio times 26.0 29.9  34.4  25.9  24.4 
Dividend per share cents 57.3 44.3  40.8 63.5 69.3
Volume of shares traded millions 65.9 70.5  139.6 122.8 165.7
Percentage of shares traded % 12.5 13.4  26.5 23.3 31.4
Market price per share  
– close at year-end cents 2 285 2 055 1 894 1 833 2 007
– high for the year cents 2 800 2 300 2 118 2 030 2 115
– low for the year cents 1 980 1 619 1 770 1 459 1 655

DEFINITIONS
Headline earnings Net profit for the period adjusted for the after tax effect of certain capital items
Return on shareholders’ equity Headline earnings expressed as a percentage of the average ordinary shareholders’ equity for 

the period
Return on capital employed 
(ROCE)

Headline earnings divided by average shareholders equity plus non-current borrowings

Return on total assets Headline earnings expressed as a percentage of the average total assets for the period
Headline earnings per share Headline earnings divided by the weighted-average number of shares in issue for the period
Dividend cover Headline earnings per share divided by the dividends per share which relate to those earnings
Net asset value per share Total value of net assets at period end, adjusted for directors’ valuations of property and investments, 

divided by the number of shares in issue at period end, held outside the Group
Profit before tax and 
exceptional items (PBTAE)

Profit for the period, before tax and exceptional items. Exceptional items are determined by the 
remuneration committee. These are non-recurring items of an exceptional size and nature

EBITDA Profit for the period, before net interest, tax, depreciation and amortisation
Market capitalisation The price per share at period end multiplied by the number of shares in issue at period end
Price:earnings ratio The price per share at period end divided by headline earnings per share 
Dividends per share The interim dividend declared during the current financial period and the final dividend declared after 

period end, in respect of the current financial period
Weighted-average cost of 
capital (WACC)

WACC is the average after tax cost of the Group’s debt funding, which includes non-current 
borrowings and current liabilities, and the Group’s equity funding, with each source of funding 
included on a proportional basis
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FIVE-YEAR REVIEW CONTINUED

2015
364 days

2014
364 days

2013
368 days

2012
366 days

2011
365 days

Pick n Pay Stores Limited
HUMAN MEASURES*

Developed a skilled workforce
Number of employees 000 48.7  49.3  47.9  42.4  49.0 
Permanent employee turnover % 19.3  15.0  16.0  15.0  15.0 

Employment equity**
Top management % 35.7  39.0  40.0  39.0  39.0 
Senior management % 64.4  61.0  60.0  60.0  58.0 
Professionally qualified middle management % 87.1  85.0  84.0  84.0  84.0 
Skilled technical and junior management % 95.2  95.0  95.0  95.0  94.0 
Semi-skilled and discretionary decision-making % 99.7  99.8  99.7  99.8  100.0 
Unskilled and defined decision-making % 99.4  99.6  99.6  99.6  99.6 

SOCIAL AND ENVIRONMENTAL 
MEASURES*

Carbon footprint CO2e tonnes  613 934.7  588 509.2  591 985.5  607 156.1  602 782.0 
Energy reductions GWh 840.0 626.0 422.0  250.0  126.0 
Decrease in CO2e per square metre % (2.4) (4.0)  ^  ^  ^ 
Waste diverted from landfill % 45.0 43.0  ^  ^  ^ 
Water consumed megalitres  1 316.0  1 133.0  1 085.0  ^  ^ 
Total CSI spend Rm 44.6  36.0  40.9  51.5  55.7 
Schools in Pick n Pay Schools Club  3 025  2 750  2 500  2 500  2 500 
BBBEE level Level 4  Level 6  Level 6  Level 7  Level 8 

OPERATIONAL STATISTICS
Number of stores

Group 1 189  1 076  991  891  789 
Pick n Pay – Owned 510  464  420  374  311 
Pick n Pay – Franchise 490  433  421  388  369 
Boxer stores 189  179  150  129  109 
Associate
TM Supermarkets 53 52 49 50 51

Total with associate 1 242 1 128 1 040 941 840
Total square metres 000 m2 2 178.0  2 069.4  2 002.2  1 895.2  1 818.3 

Owned 000 m2 1 524.7  1 466.6  1 386.4  1 296.9  1 223.1 
Franchise 000 m2 653.3  602.8  615.8  598.3  595.2 

* Information relates to Pick n Pay owned stores only
**  These measures represent the participation of employment equity candidates, as governed by the Employment Equity Act, No 55 of 1998, in the 

presented categories
^ Not measured
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VALUE ADDED STATEMENT

Value added is the value that the Group has added to pay for merchandise and other costs, and to sell goods and services. This statement 
shows how the value added has been distributed over the financial period.

52 weeks
1 March 2015

52 weeks
2 March 2014

Rm % Rm %

Turnover 66 940.8 63 117.0 
Amounts paid for merchandise and expenses (59 152.7) (55 909.6)
Finance income 59.4 44.3

Total value inputs 7 847.5 100.0 7 251.7 100.0

Distributed as follows:
Employees

Salaries, wages and other benefits 5 653.8 72.0 5 326.3 73.5
To providers of capital 580.8 7.4 542.3 7.5

Distributions to shareholders 461.8 5.9 398.4 5.5
Finance costs 119.0 1.5 143.9 2.0

Government
Tax expense 343.5 4.4 249.4 3.4

Retained for growth 1 269.4 16.2 1 133.7 15.6
Depreciation and amortisation 869.5 11.1 948.4 13.0
Profit for the period after distributions to shareholders 399.9 5.1 185.3 2.6

Total value outputs 7 847.5 100.0 7 251.7 100.0

Adding value to stakeholders
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OUR SOCIAL IMPACT

Wider social impact 

Our business employs more than 70 000 people through our 

owned and franchise stores, on the African continent, providing 

them and their families with a secure and sustainable source of 

income and the opportunity to progress within the Group. As 

our store portfolio increases, we extend these benefits to more 

people and families in more communities. Many of our new 

jobs go to people, including recent matriculants, who were 

previously unemployed.

We plan to invest around R5 billion in capital expenditure over the 

next two years, bringing more stores and much needed jobs to 

more communities in the countries in which we trade. A new store 

in a local area often provides a catalyst for others to invest, 

multiplying the economic and social benefit.

We purchased around R40 billion worth of products from local 

South African producers and manufacturers in 2015. We believe 

this helps to sustain a workforce of around 250 000 people. This 

supply base will grow as our business grows, spreading investment, 

opportunity and employment around the country.

Pick n Pay has a long and remarkable history on sustainability and progressive social 
action – beginning well before it became a fashionable part of corporate life. The 
greatest contribution that a successful retailer can make to society is to help find 
solutions to problems and then bring those solutions to scale. By working with our 
partners – through our stores, our staff, our supply chain and our millions of customers 
– we multiply the impact of a good idea many times. 
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Empowering small black business

We are committed to small business development in the 
manufacturing and retail sector – particularly by empowering 
black- and women-owned businesses. A diverse supplier base is 
vital in ensuring we have the right range of products and a pipeline 
of innovation sufficient to meet customer needs. A locally focused 
supply base is an advantage in addressing long-term food security, 
and environmental and social challenges. 

Through our enterprise supplier development programme, 
we are building, up-skilling and sourcing from an increasing 
number of small black-owned businesses, most of which 
supply fresh produce. We actively practise preferential 
procurement by affirmatively targeting black- and women-
owned small businesses. 

National impact, local focus

For us, social responsibility has always encompassed a range of 
activities, from upholding consumer rights through to working at 
a local level to uplift communities and individuals. In all our 
investments we strive to respond effectively to local and national 
needs. 

A strong focus in recent years has been on enterprise development 
and job creation. Our principal partnerships are with non-
governmental organisations and service providers, government 
departments, and companies that invest in the community 
initiatives.

In our previous integrated annual report we recorded R36.0 million 
devoted to various corporate social responsibility (CSR) activities. 
This year, reflecting our improved financial performance, we 
devoted R44.6 million to CSR activities consistently above 5.0% of 
our profit for the period. Our investments aim to achieve a balance 
between contributions to smaller, more local initiatives, and larger, 
wider-impact initiatives that can benefit from our scale and 
leverage. 

We have stores in the hearts of many communities, and seek to 
play a positive role wherever we have a presence. This can take 
various forms, including supporting local charities, volunteering, 

donating goods or services and helping local people during crises 
or emergencies. In the year reviewed, there were a number of key 
CSR projects where being part of the community helps the 
communities we serve.

• The Pick n Pay Pink Women’s Walks, which support the Pink 
Drive, a public benefit organisation (PBO) that provides free 
breast cancer screening and awareness education, has in the last 
three years had more than 80 000 participants, provided more 
than 9 000 free breast examinations and raised more than 
R2.2 million for this PBO.

• Our Smart Shopper loyalty programme, with over 8.9 million 
cards, has generated R2.2 million worth of points since inception 
which have been donated to charity by our customers.

• We are the biggest retail donor to the food security agency 
FoodBank SA. We donated more than R25.0 million worth of 
food to them during the year under review. Through our 
partnership, FoodBank SA has been able to provide food to more 
than 600 agencies across the country, which in turn feed over 
40 000 people a day.

• Pick n Pay Clothing donated more than R1.8 million of clothing 
to The Clothing Bank, which trains and supports black women 
in running small informal clothing retail businesses in their 
communities. 

Pick n Pay School Club, South Africa’s largest brand-funded 
school programme, provides over 3 000 schools with 
curriculum-aligned educator and learner material. The 
educational kit includes workbooks, educational posters, 
stickers and DVDs, as well as the Hero Awards recognition 
tool kit. Compiled and written by educational experts, the 
material reaches more than 2 million learners and is 
provided at no cost to schools. The content is also easily 
available for free download from the Pick n Pay School Club 
website (www.schoolclub.co.za). The club’s school liaison 
officers visit enrolled schools during the year to deliver the 
material, assist educators on using the content, and facilitate 
workshops to share best teaching practice.

For more on our social value creation, see our 

2015 Sustainable Living Report on our website, 

www.picknpay.co.zaa

Information contained in this report relates to Pick n Pay-owned stores only.
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OUR HUMAN IMPACT

Embracing the challenge of change

Progress on transformation is a key goal for Pick n Pay. Our 

priorities include the development of small businesses, particularly 

by empowering black- and women-owned businesses. A diverse 

supplier base is important in ensuring we have the variety of 

products to meet customer needs and become a source of 

innovation. A locally focused supply base is an advantage in 

addressing long-term food security and environmental and 

social challenges.

We were pleased to have improved our broad-based black 

economic empowerment (BBBEE) score from level 6 to level 4 

BBBEE contributor status over the past year. 

This improvement reflects both our continuing strong performance 

in the areas of enterprise and socio-economic development and 

total CSR contribution, and significant improvements in our 

scorecard on equity ownership and preferential procurement. 

We are closely monitoring the gazetted and proposed changes to 

the scorecard and its methodology for subsequent years, which will 

alter the calculation and thresholds under the scorecard. We remain 

firmly committed to achieving further progress in this vital area. 

Our social and ethics committee is responsible for determining and 

monitoring our transformation strategy and targets. Expenditure on 

BEE businesses increased by 39.2% in 2015, reaching R33.4 billion. 

We tripled our expenditure on black women-owned businesses, 

quadrupled our spend on SMMEs, and improved our preferential 

procurement score by 26.4%.

Our aim is to be the retail employer of choice in South Africa and in each of the markets 
in which we operate. In pursuit of this aim we offer a variety of jobs in a growing 
and dynamic sector, competitive remuneration and benefits, training to develop our 
people, a positive working environment and outstanding opportunities for career 
progression. In addition, our priorities include the development of small businesses and 
creating more opportunities for entrepreneurs, particularly by empowering black- and 
women-owned businesses.
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Our BBBEE progress

Element 2015 2014

Overall BBBEE level Level 4 Level 6

Ownership 9.6 2.3

Management control 4.9 5.1

Employment equity 11.1 10.7

Skills development 6.2 5.3

Preferential procurement 14.7 9.4

Enterprise development 15.0 10.6

Socio-economic development 5.0 5.0

Total points 66.5 48.3

Our progress in supporting local supply and diverse suppliers

Key performance indicator 2015 2014

Spend on BBBEE businesses R33.4 billion R24.0 billion

Spend on black-owned businesses R3.1 billion R836.2 million

Spend on black women-owned 
businesses R1.1 billion R349.7 million

Spend on SMMEs R1.4 billion R325.8 million

Improved tracking of these indicators during 2015 indicated that the 2014 
indicators presented are understated.

Making good people great

We seek out people with the enthusiasm and aptitude to succeed 

in retail. We reward talent, skill with customers and commitment. 

We do not tolerate any form of discrimination and actively pursue 

employment equity.

Our key employee objectives are:

• meritocracy

• most talented SA retail business

• effective lean organisation structure

• diversity management

In the year under review, our investment in employee skills 

development and bursaries increased by 16.7% on the previous 

year. Eighty-five percent of this spend was on historically 

disadvantaged South Africans (HDSAs) and employees below junior 

management level. This year we made progress in advancing the 

careers of our employees, with 1 438 internal promotions.

Seventy-two point five percent of our employees in the non-

management bargaining unit (NMBU), which is covered by a 

collective agreement with Saccawu, are union members. Fifty-four 

point four percent of our employees in the junior management 

bargaining unit (JMBU), which is covered by a collective agreement 

with Jamafo, are union members. Zero days were lost to protected 

strikes during the period.

We offer over 180 training programmes to employees, ranging 

from basic literacy and numeracy through to computer-based 

training and management and leadership programmes. We are 

pleased with the success of our graduate programme, which aims 

to develop graduates to join our leadership pipeline, and our 

Corporate Academy, which fast-tracks the development of a pool 

of managers for our stores. Our bakery learnerships and skills 

programmes are another success. Our leadership development 

programmes, accredited by formal tertiary institutions in South 

Africa, have been very successful in providing the business with 

future leaders. The Group also offers a CA(SA) training programme.

We promote workplace health and safety. Employees receive health 

and safety training as part of their induction and specific training is 

provided when required. We employ occupational health and safety 

practitioners who co-ordinate all health and safety activities. They 

provide health advice and referrals to health centres for tests, 

treatments and check-ups. They also assist with monitoring health 

hazards, co-ordinating health and safety committees, peer 

educators, visits and monitoring of sick employees.

We listen to, and engage with, our employees. Regular 

engagement with our employees helps to build their knowledge 

of the Group’s plans and activities, which in turn helps our staff to 

communicate knowledgeably with our customers. Good internal 

communication builds trust and loyalty and enables us to better 

understand and respond to our employees’ concerns. 

For more on our human value creation, see our 

2015 Sustainable Living Report on our website, 

www.picknpay.co.za

Information contained in this report relates to Pick n Pay-owned stores only.
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OUR ENVIRONMENTAL IMPACT

The areas in which we can make the biggest environmental 

difference are:

• improving energy efficiency and reducing our carbon footprint;

• tackling waste by minimising the amount we produce and 

recycling more; and

• embedding sustainability in our supply chain

We have identified and refined our key environmental impacts and 

formulated a clear strategy on climate change and food security. 

We have improved our environmental data management, which 

equips us to better execute our environmental reporting 

obligations.

We are pleased that our climate change strategy has been 

recognised both locally, through our inclusion in the Socially 

Responsible Investment Index of the JSE, and internationally 

through our inclusion in the Dow Jones Sustainability Index. In 

2014 we achieved one of the leading retailer scores in the world, 

scoring 98A in the Carbon Disclosure Project, and were the only 

South African retailer to be included in both the Carbon Disclosure 

Leadership Index (CDLI) and Carbon Disclosure Performance 

Leadership Index (CPLI).

Pick n Pay has been working for many years to minimise its environmental impact and 
to foster sustainable behaviour throughout its value chain. Reducing our consumption 
of environmental capital helps us to better manage our risks and reduce our costs. 
Environmental best practice is also a growing concern for our customers with more 
and more shoppers preferring to buy ethically and sustainably sourced products.
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Doing more with less

Electricity usage accounts for 82% of our total carbon footprint. 
Our energy reduction strategy focuses on our stores, which 
consume over 90% of the electricity we use. Key elements of this 
strategy are implementing innovative technologies in new stores 
and retrofitting existing stores’ refrigeration, lighting and air-
conditioning. Since 2012, we invested R76 million in various 
energy efficiency projects.

New stores opened in the past year are up to 44% more energy 
efficient than stores opened in 2010. Since 2008 we have reduced 
our electricity intensity by 32%, saving our business, in total, 
R749 million and 840 million kWh of electricity. This year 
Pick n Pay’s carbon intensity reduced by 0.9% against a 
2013 baseline.

We have set the following targets to be achieved by 2020:

• Carbon emissions’ intensity to reduce by 15%, measured against 
a 2013 baseline

• Absolute emissions to reduce by 5%, measured against a 2013 
baseline

• Achieve overall energy efficiency improvements of 40%, 
measured against 2008 baseline

We are unlikely to achieve our target of zero waste to landfill 
by 2016. The greatest challenge we face is the lack of access to 
cost-effective solutions for treating organic waste in South Africa. 
We have however, succeeded in reducing the amount of waste we 
send to landfill by recycling 45% of Pick n Pay-owned store waste 
and donating 933 tonnes of surplus food to charity. 

This year we are developing a partnership with AgriProtein which 
will explore the recycling of organic waste by fly larvae into protein 
for farmed animals.

We provide a nationwide network of collection points for 
consumers wanting to recycle light bulbs, batteries, plastic bags 

and ink cartridges, and we continue to introduce enterprising 
recycling initiatives, many of which create job opportunities.

Our direct water footprint is limited. Our 10 distribution centres 
account for 12% of our water footprint and have been the focus 
of recent water efficiency efforts. In 2015 we consumed an 
estimated 1 316 megalitres of water at stores (2014: 
1 133 megalitres) with a water intensity of 1.11 kl/m2 
(2014: 1.19 kl/m2).

In the year reviewed we recorded a number of environmental 
achievements related to our supply chain and products. These 
included:

• Sales of free range products grew by 8.3% to R55.9 million

• The quality of the PnP Green range of products was further 
improved and rebranded. PnP Green range products are vegan 
and approved by the Beauty Without Cruelty Association

• We sold 16% more wine (with a retail value of R82.0 million) 
certified by the Biodiversity and Wine Initiative, a multi-
stakeholder project to produce wines that have a minimal impact 
on the fragile Cape Floral Kingdom

• Since 2010 we have invested R13.5 million in the World Wildlife 
Fund’s Sustainable Fisheries Programme. (By year-end 45% of 
our seafood products by species, and 87% of these products 
by sales, met our seafood sustainability targets)

• Sixty-five percent of our fresh produce suppliers (133 out of 204 
suppliers) were Global GAP (Good Agricultural Practices) certified 

• We reduced the salt content in 113 of our products and are in 
the process of reducing salt levels in 127 more

• We conducted more than 2 000 supplier audits and 5 700 
product tests on Pick n Pay branded product suppliers, to ensure 
that Pick n Pay branded products meet or exceed health and 

safety standards and legislative requirements

For more on our environmental performance, see our 

2015 Sustainable Living Report on our website, 

www.picknpay.co.za
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Our carbon footprint

Information contained in this report relates to Pick n Pay-owned stores only.
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