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SCOPE, BOUNDARY AND APPROVAL OF THE
INTEGRATED ANNUAL REPORT

Report content

This integrated annual report covers
the annual financial reporting
period 1 July 2015 to 30 June 2016.
The integrated annual report
covers all subsidiaries within the
group as detailed in this integrated
annual report, and both the retail
and property segments as defined
within the group (refer to the notes
to the annual financial statements).
The companies operate mainly in
South Africa, with retail franchisees
operating in Kenya and Namibia.

We have included only a general
narrative on strategy, risks,
opportunities and sustainability
issues identified within the group.
All financial information provided,
which is supported by the annual
financial statements, has been
prepared in terms of International
Financial Reporting Standards,
while financial key performance
indicators and ratios calculated
using non-financial information have
been provided based on internal
management information, and
are defined within the integrated
annual report.

This integrated annual report
includes summarised extracts
from the group’s annual financial
statements. The full set of annual
financial statements can be found
on the company's website at
www.rextrueform.com.
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External assurance
Assurance on the financial
statements contained in this
integrated annual report has

been provided by the external
auditors, KPMG Inc. These financial
statements form the basis of the
financial disclosure in the integrated
annual report.

Approval of integrated
annual report

The board of directors (“the board”)
acknowledges its responsibility to 1
ensure the integrity of the integrated
annual report. The board has
accordingly applied its mind to the
integrated annual report and in

its opinion the integrated annual
report addresses all material issues
and presents fairly the integrated
performance of the organisation.
The integrated annual report

has been prepared pursuant to

the recommendations of King llI
(principle 9.1). The board authorised
the integrated annual report for
release on 30 September 2016.

/ot- o /u/,;é!-u-—’

Michael Krawitz
Chairman
Authorised director
Ly T >
Catherine Radowsky
Chief executive officer
Authorised director

Cape Town, 26 September 2016
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REX TRUEFORM
CLOTHING COMPANY
LIMITED (“REX
TRUEFORM” OR
“THE COMPANY")
WAS ESTABLISHED
IN CAPE TOWN IN
1937 AND HAS BEEN
LISTED ON THE

JSE LIMITED SINCE
1945. THE COMPANY
HAS INTERESTS IN
THE RETAILING OF
CLOTHING AND IN
PROPERTY.

Rex Trueform Clothing Company Limited
Investment in retail and property holdings

Company Operating Segments:

Retail — Investment in Queenspark Proprietary Limited

Property — Owns and manages a property portfolio directly in
the company and indirectly through its investment in
Queenspark Distribution Centre Proprietary Limited

Group services — Manages the group’s corporate responsibility

100% owned

Queenspark Proprietary
Limited

Operates in the clothing
retail sector

Queenspark Distribution
Centre Proprietary Limited
Owns and manages

the distribution centre
property which is leased

to Queenspark Proprietary
Limited

GROUP PROFILE

Retail segment

Through its ownership of
Queenspark Proprietary Limited
("Queenspark”), which operates a
nationwide chain of Queenspark
stores, Rex Trueform has a significant
interest in the retailing of fine-quality
men'’s and women'’s clothing and
related accessories.

Property segment

Rex Trueform and its subsidiary,
Queenspark Distribution Centre
Propriety Limited, have a direct
investment in a portfolio of properties
located in and around Cape Town.
These properties are held either

for the purpose of operations or

for investment purposes. Group
properties utilised (or part utilised)
by the retail segment include the
group’s head office premises and the
distribution centre premises.

Anglo American Export &
Import Company Limited
Dormant
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VALUES

AS A PASSIONATE
TEAM WE
UNDERSTAND AND
COMMIT TO THE
FOLLOWING VALUES
TO DETERMINE THE
WAY IN WHICH WE
CONDUCT OUR
BUSINESS AND
INTERACT WITH
STAKEHOLDERS:

— INTEGRITY
- PASSION
— PROFESSIONALISM

- UNRELENTING FOCUS
ON THE CUSTOMER
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RETAIL

SEGMENT

VISION

BUSINESS
MODEL

Retail segment
Strategy/business model

— Niche retailer focused on
fashion clothing and accessories

— International fashion trends

— continually monitored

— All product brands are owned
by the group

— Focused mainly on the higher
LSM customers

— Product sold through retail
stores located in shopping malls

— Product is sold online through
third party website

— A mix of emporium style and
standalone stores mainly
located in major centres in
South Africa

— Franchise stores model in
operation in Africa

— Private label card credit
provided to customers by a
third party service provider

— Build long-term relationship
with key suppliers
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Property segment
Strategy/business model

Group owns a small property
portfolio in and around
Cape Town

Where feasible, properties are
to be developed in the medium
to long term

Developed properties (where
practical) are leased to third
parties or, where feasible, the
operations of the group will
occupy (or part-occupy) group-
owned property




RETAIL TRADING BRANDS

THE TOTAL
NUMBER OF
STORES THAT

CURRENT SELL THE
OVERVIEW AND CUSTOMER CUSTOMER PARTICULAR
OFFERING PRODUCT FOCUS FOCUS BRAND

QUEENSPARK  The ladieswear division forms the core  Fashion apparel LSM 8 — 10+ 58
LADIESWEAR  of the retail business. It is the fashion  including casual, formal 35 years and up
destination for discerning customers  and glamour, jewellery,
who want to look and feel fantastic fashion accessories and
and feminine, with fashion confidence footwear
across casual, formal and glamour.

J CREW J CREW is the fashion destination for ~ Fashion apparel LSM 8 - 10+ 57
discerning male customers who want  including casual and 35 years and up
to look well groomed, classic and formal, footwear and
comfortable. Its hallmarks are good fashion accessories

fabrics and colour in sophisticated
styles yet always commercial.

QUEENSPARK  The Queenspark Plus collection Fashion apparel LSM 8 - 10+ 57
PLUS offers feminine and flattering clothing  including casual, formal 35 years and up
suitable for a larger lady by replicating and glamour
the signature looks and pieces of the
mainstream Queenspark range.

AURA A limited cosmetic range of seasonal ~ Cosmetics LSM 8 - 10+ 58
colour-relevant make-up especially 30 years and up
formulated and developed for the core
Queenspark customer.

CATH.NIC Cath.Nic is the destination for Fashion apparel, LSM 8 — 10+ 58
aspirational, fashion-conscious women footwear and fashion 30 years and up
who seek the latest of fashion across ~ accessories
casual, formal and glamour.
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Retail turnover and stores by geographic region

2016 2015

Number % Number %

of stores at Turnover Contri- of stores at Turnover Contri-

30 June 2016 Rm bution 30 June 2015 Rm bution

Eastern Cape 4 22 315 4.25 4 22752 4.5

Free State 3 24 862 4.73 3 22 086 4.4

Gauteng 24 271273 51.62 22 267 614 53.0

Kwazulu-Natal 7 54 116 10.30 7 46 347 92

Limpopo 3 22794 4.34 3 19524 3.9

Mpumalanga 4 29 175 5.55 4 27795 55
North West 3 19 789 3.76 3 18 815 3.7 7

Northern Cape 2 9017 1.72 2 7756 1.5

Western Cape 8 72163 13.73 8 72194 14.3

Total 58 525504 100.00 56 504 883 100.0

* Excludes franchise stores. Currently operate two franchise stores in Windhoek (Namibia) and Nairobi (Kenya).

2016 2015
Summary of store gross trading Number % Number %
area*® of stores  Store m? Change of stores Store m? Change
Opening store base 56 26 248 56 26 554
Stores opened 2 605 2.3 3 1212 4.6
Stores closed - - - (3) 912) (3.4)
Space decreased due to
refurbishments and other (287) (1.1) = (606) (2.3)
Closing store base 58 26 566 1.2 56 26 248 (1.1
Weighted average store area*
(m2) 26 098 25944

* Store area includes the trading area plus store rooms and back-office space.
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STAKEHOLDER ENGAGEMENT

STAKEHOLDER WHY WE ENGAGE MEANS OF ENGAGING
Retail — To obtain customer loyalty and achieve — Customer feedback at stores
customers customer satisfaction — Customer feedback via helpdesk

— Advertising and marketing through
various media channels

— Interaction with account holders of private
label card via various communication
channels

— Use of social media and web-based
channels to improve interaction

Shareholders — To provide our shareholders with — Integrated annual report
relevant, timeous and balanced — Annual financial statements
information — Interim reporting announcements

— Annual general meeting
— SENS announcements and circulars when

applicable
Employees — To ensure that we attract and retain — Performance management
the relevant talent — Training programmes
— To ensure that we have motivated — Liaison committees
employees — Competitive remuneration policy
- To increase our employee productivity
— To ensure employee loyalty
Suppliers — To maintain a good relationship with - Regular supplier interaction and
our suppliers to ensure a long-term correspondence
benefit for both parties, and ensure — Supply agreements entered into

that our suppliers maintain a high
ethical standard

— To ensure that we receive a timeous
supply of consistently high-quality
merchandise
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RISK
MANAGE

The directors and maf@gement recognise that certain risks are in nt in the achievement of
the group’s strategici®@Bjectives. A formal process is followed to id@htify, evaluate and develop
appropriate strategi€ to mitigate and manage these risks. The risks identified by the group
are outlined in the ffiSk committee report included in this integra annual report.
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STRATEGY

The group has two key operating
segments, these being retail and

property.

Retail segment
X The group wishes to grow the
T S o Queenspark retail division by
NG expanding the range of products
offered in its retail outlets, by
increasing the trading space within
South Africa, by expanding the
Queenspark franchise model in
Africa and by selling products
online. The retail segment manages
its own “house of brands”. The
growth strategy encompasses
organic growth of existing brands
and the introduction of new
internally-generated brands where
feasible.

e Taesaemsas.
S rr——— - el

Property segment

The group owns and leases
commercial properties, some of
which it intends to redevelop in the
medium to long term.

A conservative approach to
development of properties is to be
applied. Group-owned properties
are, where feasible, to be occupied
(or part-occupied) by the group’s
operations.
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STRATEGIC OBJECTIVES - 2016

Report on the implementation of objectives during the year

Retail segment

OBJECTIVES PROGRESS

Fashion/growth
Continue to focus on the organic
growth of all ranges

Customers
Finalise the feasibility in relation
to implementing an online sales

Stores/franchise
At least two new stores to be

Marketing
Continue to improve the customer
data gathering and analysis process

Financial
Continue to focus on key financial
indicators

Human resources
Implement the improved staff

Sustainability

Continue to integrate sustainable
development and environmental
practices into certain business

Information technology
Ensure the successful
implementation of the ERP system

Growth has been marginal, partly due to the regulatory changes to credit
legislation and the tough economic and trading conditions in South Africa.
The second half of the year was far more challenging than the first half as the

We have successfully launched a Queenspark “store within a store” on the Zando
online sales platform. The turnover has met our expectations and growth for the

Two new stores were opened, Greenstone and Mall of Africa. The Botswana
franchise store was closed.

Progress in this regard has been made during the year. The implementation of the
new point-of-sale system (which was rolled out during the period January 2016
to July 2016) should assist in improving the capturing of certain customer data.

Trading during the second half of the year was tougher than expected.
The weakening of the Rand in conjunction with the tougher economic
environment put pressure on turnover and the gross margin.

Refer to the Social and Ethics Committee Report and the Environmental and
Social Sustainability Report.

The new ERP system went live at head office in October and the staggered roll-
out to stores was completed in July 2016.
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Property segment

OBJECTIVES PROGRESS

Development

Rex Trueform Office Park (“RTOP") — A vacancy factor of 6% remained at June 2016 and this is likely to reduce during
‘Prepare development feasibilities  Development feasibilities continue to be prepared with a view to obtaining the

in respect of the two undeveloped  targeted yields.

properties
Heritage-related matters have delayed the finalisation of the feasibility in respect
................................................... O the OB PIOPEIIY. | o oot cttte e eeeeseetse et eseessas sttt asncens
Financial
Continue to provide improved The RTOP development has been a success. The full potential of the property
returns on investments segment will be achieved once the other properties have been developed.

Sustainability

Integrate sustainable development Refer to the Social and Ethics Committee Report and the Environmental and
and environmental practices into Social Sustainability Report.

development plans where practical
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RETAIL SEGMENT
Fashion/growth

— Continue to focus on the
organic growth of all ranges

— Continue to differentiate
within our product and brand
lifestyles to appeal to a wider
variety of customers

— Use the insights gained from
the online sales platforms to
appeal to new customers

Customers

— Create a solid base of data
to effectively analyse our
customers

— Increase our credit and cash
customer base

— Provide customers with an
option to buy goods on lay-by

STRATEGIC OBJECTIVES - 2017

Strategic initiatives for the 2017 year

Online
— Continue to grow the Zando
platform as an online store

— Consider an additional online
store, ideally appealing to new
customers

Credit

— Develop strategies to try and

mitigate the negative impact of

the regulatory changes to the
credit legislation

Franchise
— Investigate franchise
opportunities in Africa

Stores
— Open further stores in

South Africa

— Transition our current

Namibia franchise store into a
Queenspark-owned corporate
store

— Open further corporate stores

in Namibia

Marketing
— Continue to focus on the key
message of affordable luxury

— Utilise the customer insights to
focus on more segmented and
targeted customer groups

— Aim to provide further brand
consistency across all the
channels from digital to in-
store

Information technology

— Implement continuous
business improvement projects
which includes utilising the
additional features available in
the new ERP system to improve
the business

PROPERTY SEGMENT

Development

— Prepare development
feasibilities in respect of the
two undeveloped investment
properties

Financial
= Continue to fOCUS on return on
investments

Sustainability

— Integrate sustainable
development and
environmental practices into
development plans where
practical
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FIVE-YEAR REVIEW

Group results

2016 2015 2014 2013 2012
R'000 R'000 R’000 R’000 R'000

STATEMENT OF COMPREHENSIVE INCOME
Turnover 537 588 516 086 492 079 474 438 530 593
Cost of sales (248 937) (225 698) (249 774) (231 176) (246 182)
Gross profit 288 651 290 388 242 305 243 262 284 411
Other income 15726 17 029 5585 3079 2 937
Trading expenses (292 854) (277 483) (265 192) (265 479) (260 731)
Operating profit/(loss) 11 523 29 934 (17 302) (19 138) 26 617
Dividends received 20 18 16 13 13
Interest income 5292 3493 3527 6427 8133
Interest expense (172) (163) (2071) (189) (272)
Profit/(loss) before tax 16 663 33282 (13 960) (12 887) 34 491
Income tax expense (4 903) (9 470) 3929 3389 (10711)
Profit/(loss) for the year 11 760 23812 (10 031) (9 498) 23780
Profit/(loss) attributable to ordinary and
“N" ordinary shareholders 11 743 23795 (10 048) (92 515) 23763
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Group results

2016 2015 2014 2013 2012
R’'000 R’000 R’000 R’000 R'000
STATEMENT OF CASH FLOWS
Operating profit/(loss) before working capital
changes 38 257 51 620 3091 (1 654) 45 456
Working capital changes 3947 4 855 9137 (18 206) 5157
Cash generated/(utilised) by operating activities 42 204 56 475 12228 (19 860) 50 613
Interest received 5292 3493 3527 6427 8133
Interest paid (172) (163) (201) (189) (272)
Dividends paid (12 571) (17) (12 567) (12 567) (10 659)
Dividends received 20 18 16 13 13
Income tax paid (5 630) (782) 736 (784) (10 255)
STC paid - - - - (1073)
Net cash inflows/(outflows) from operating
activities 29 143 59 024 3739 (26 960) 36 500
Net cash outflows from investing activities (27 748) (34 627) (46 814) (35 805) (24 474)
Net cash inflows from financing activities - - 57 263 309
Net increase/(decrease) in cash and cash
equivalents 1 395 24 397 (43018) (62 502) 12 335
STATEMENT OF FINANCIAL POSITION
Assets
Non-current assets 155 705 151 146 142 159 114 458 90 263
Current assets 182 984 174 235 151717 203 416 238 617
Total assets 338 689 325 381 293 876 317 874 328 880
Equity and liabilities
Ordinary shareholders’ interest 260 438 260798 237 033 259 473 281 258
Preference share capital 280 280 280 280 280
Total equity 260718 261078 237 313 259 753 281538
Non-current liabilities 21 897 20916 15110 15508 14 961
Current liabilities 56 074 43 387 41 453 42 613 32 381
Total equity and liabilities 338 689 325 381 293876 317 874 328 880
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Group ratios

Returns
Return on equity
Return on capital

Return on assets

Productivity

Total asset turn

Gross margin

Operating margin

EBITDA margin

Profit/(loss) margin before tax
Inventory turn

Effective tax rate

Solvency and liquidity

Total liabilities to total equity
Current ratio

Acid test ratio

Dividend cover

Annual growth
Turnover

Operating profit/(loss)
Profit/(loss) for the year

(%)
(%)
(%)

2016 2015 2014 2013 2012
4.5 9.6 (4.0) (3.5) 8.7
6.5 13.4 (5.5) (4.7) 12.6
5.0 10.7 (4.6) (3.9) 10.6
1.6 1.7 1.6 1.5 1.6

53.7 56.3 49.2 51.3 53.6
2.1 5.8 (3.5) (4.0) 5.0
7.5 10.8 1.9 1.0 10.6
3.1 6.4 (2.8) (2.7) 6.5
3.8 3.0 29 3.1 3.7

29.4 28.5 28.1 26.3 31.1

29.9 24.6 238 224 16.8
3.3 4.0 3.7 4.8 7.4
2.2 24 1.7 2.7 5.5
2.0 1.7 - (0.8) 2.0
4.2 4.9 3.7 (10.6) 4.4

(61.5) 273.0 9.6 171.9 40.1

(50.6) 337.4 (5.6) 139.9 354
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RETAIL SEGMENT RESULTS

three-year analysis

2016 2015 2014
Retail turnover (R'000) 537588 516086 492079
Sale of merchandise at retail stores (R'000) | 525 504 504883 479423
Sales to franchisees (R'000) 8 580 11012 12 220
Export, other and online turnover (R'000) 3504 191 436
Returns
Operating profit/(loss) (R'000) 9 372 26 807 (14 046)
Operating assets at year-end (R'000) 223584 216705 203295
Return on average operating assets (%) 4.3 12.8 (6.7)
Annual growth
Retail segment turnover (%) 4.2 49 3.7
Sale of merchandise at retail stores (%) 4.1 5.3 4.0
Operating (loss)/profit (%) (65.0) 290.9 (4.8)
Productivity
Sale of merchandise per full-time equivalent ("FTE") (R'000) 947 883 820
Sale of merchandise per store (R'000) 9 060 9016 8 561
Sales trading density (R) 20135 19 460 17 988
Total asset turn (times) 2.4 2.4 2.3
Gross margin (%) 53.7 56.3 49.2
Operating margin (%) 1.7 52 (2.9)
Inventory turn (times) 3.8 3.0 2.9
Operating statistics
Total number of FTE employees (closing) 555 572 585
Total number of Queenspark stores excluding franchisees 58 56 56
Total number of franchise stores 2 3 4
Total weighted average store area, excluding franchisees (m?) 26 098 25 944 26 653
Trading expenses as a % of retail turnover (%) 52.0 51.2 52.3
Depreciation costs as a % of retail turnover (%) 3.7 3.9 4.5
Employment costs as a % of retail turnover (%) 171 16.7 17.4
Occupancy costs as a % of retail turnover (%) 19.4 20.2 19.6
Other operating costs as a % of retail turnover (%) 11.7 10.4 10.8
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SHARE PERFORMANCE

Earnings/(loss) per share

Headline earnings/(loss) per share
Proposed dividend per ordinary share
Dividend declared per ordinary share

Dividend cover-based on headline (loss)/earnings

Total number of shares in issue

Total number of shares in issue (net of treasury shares)
Weighted average number of shares in issue (net of

treasury shares)

Weighted average shareholder return
Net asset value per share

Ratio closing price/net asset value

— Ordinary shares

— “N" ordinary shares

Ordinary shares

Market price per share

— at year-end

— high

— low

Shares traded

—value

—volume

Shares in issue

Percentage traded

Closing price/headline earnings/(loss)
Closing dividend yield — proposed dividend

“"N" ordinary shares

Market price per share

— at year-end

—high

- low

Shares traded

—value

—volume

Shares in issue

Percentage traded

Closing price/headline earnings/(loss)
Closing dividend yield — proposed dividend

Market capitalisation
— Ordinary shares
—"N" ordinary shares
— Total

(R million)
(R million)
(R million)

2016 2015 2014 2013 2012
571 115.6 (48.8) (46.3) 116.1
54.1 102.0 (41.0) (47.4) 123.7
27.0 61.0 - 61.0 61.0
61.0 - 61.0 61.0 52.0

2.0 1.7 - (0.8) 20

20 642 20 642 20 642 20 642 20 642
20 582 20 582 20 582 20 575 20 531
20 582 20 582 20574 20 555 20 469
17.4 (5.9) (17.2) (2.8) 61.5
1265 1267 1152 1261 1370
1.3 1.0 1.0 1.3 1.3
0.9 0.9 1.0 1.2 1.2

1 600 1255 1150 1600 1740
1 600 1255 1600 1950 1750
900 1200 1150 1380 1250
490 21 42 267 283
35 2 4 15 17
2906 2906 2906 2906 2 906
1.2 0.1 0.1 0.5 0.6
29.6 12.3 (28.1) (33.7) 14.1
1.7 4.9 - 3.8 35
1200 1100 1200 1500 1600
1250 1250 1200 9 999 1700
1095 540 850 1500 1000
1884 344 1241 3489 3214
159 35 126 159 197

17 736 17 736 17736 17736 17736
0.9 0.2 0.7 0.9 1.1
22.2 10.8 (29.3) (31.6) 12.9
2.3 5.5 - 4.1 3.8
46.5 36.5 334 46.5 50.6
212.8 195.1 212.8 266.0 283.8
259.3 231.6 246.2 312.5 334.4
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GROUP DEFINITIONS

Return on equity:

: The number of shares in issue at the beginning of the year increased by

(Loss)/profit attributable to ordinary and “N” ordinary shareholders divided
by average ordinary shareholder’s interest

Total group (loss)/profit before interest paid and tax divided by average total
net assets

Total group (loss)/profit before interest paid and tax divided by average total
assets

Earnings before interest expense, tax, depreciation and amortisation divided
by turnover

Total closing current assets less closing inventories divided by total closing
current liabilities

Headline (loss)/earnings per share divided by total ordinary dividends
proposed for the year

shares issued during the year, and decreased by shares repurchased during
the year, weighted on a time basis for the period during the year in which
they were in issue.

Weighted average share price at the end of the year minus the weighted
average share price at the beginning of the year plus dividends declared,
divided by the weighted average share price at the beginning of the year

Net assets divided by the number of shares in issue (net of treasury shares)
at the end of the reporting period.

The closing share price at year-end as per the JSE multiplied by the total
number of shares in issue at the end of the year.

RETAIL SEGMENT DEFINITIONS

Return on average operating assets:

Operating (loss)/profit from the retail segment divided by average total
assets of retail segment

Sale of merchandise at retail stores divided by the weighted average store
area (square metres)

Cost of sales for the year from retail segment divided by average inventory
from retail segment

Sale of merchandise at retail stores divided by number of retail stores
(excluding franchise stores) at year-end

Rex Trueform INTEGRATED ANNUAL REPORT 2016



VALUE ADDED STATEMENT

Turnover

Rental income

Royalties

Interest income

Dividends received

Profit on sale of property
Management fee income
Paid to suppliers for goods and services
Value added

Applied as follows:
Employees

Remuneration to employees
Taxation and duties

Income tax

Providers of capital

To lenders as finance charges

To shareholders as dividends and share premium reduction

Reinvested

Reinvested in group to finance future expansion and growth

Total

Notes to the value added statement

1.

2.

Reinvested in group to finance future expansion and growth

Depreciation and amortisation
Deferred tax

Retained income

Taxation channelled through the group
Taxation as above
Net value added tax

Employees’ taxation

Rex Trueform INTEGRATED ANNUAL REPORT 2016

2016 2015
Notes R'000 R'000
537588 516086
14185 11417
991 1228
5292 3493
20 18
- 3864
550 520
(418219) (387 159)
140 407 149 467
| 99988 93798 |
2 | 4 840 623 |
172 163
12 571 17
1 22836 54 866
140 407 149 467
23584 22224
63 8847
(811) 23795
22 836 54 866
4 840 623
13999 15 864
15017 12 657
33 856 29 144
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DIRECTORATE

Diploma in Law and Higher Diploma in Tax Law
N NON-EXECUTIVE CHAIRMAN

Non-executive chairman of African and Overseas Enterprises Limited,
Queenspark Proprietary Limited and Queenspark Distribution Centre Proprietary
Limited

Appointed to the board 2003

No other significant directorships

Michael Laurence Krawitz (77)

BA
CHIEF EXECUTIVE OFFICER

Director of African and Overseas Enterprises Limited, Queenspark Proprietary
Limited and Queenspark Distribution Centre Proprietary Limited

Appointed to the board 1999

No other significant directorships

BCompt (Hons), CA (SA)
EXECUTIVE FINANCIAL DIRECTOR

Director of African and Overseas Enterprises Limited, Queenspark Proprietary
Limited and Queenspark Distribution Centre Proprietary Limited

Appointed to the board 2009

No other significant directorships

Damian Steven Johnson (48)

BA (Hons)
NON-EXECUTIVE DIRECTOR

Director of African and Overseas Enterprises Limited, Queenspark Proprietary

J Limited and Queenspark Distribution Centre Proprietary Limited
\ (’/ Appointed to the board 2016

\ 4 Other significant directorships: Tsogo Sun Holdings Limited, KWV Holdings
\ Limited and Geomer Investments Proprietary Limited

Marcel Jonathan Anthony Golding (56)
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Patrick Martin Naylor (70)

Romain Victor Orlin (74)

Humphrey John Borkum (71)

BSc (Eng)

LEAD INDEPENDENT NON-EXECUTIVE
DIRECTOR

Director of African and Overseas Enterprises
Limited, Queenspark Proprietary Limited
and Queenspark Distribution Centre
Proprietary Limited

Appointed to the board 2003

Other significant directorship: Fruitways
Group Proprietary Limited

BA (Econ) (Wits)

INDEPENDENT NON-EXECUTIVE
DIRECTOR

Director of African and Overseas Enterprises
Limited, Queenspark Proprietary Limited
and Queenspark Distribution Centre
Proprietary Limited

Appointed to the board 2009

Other significant directorship: Investec
Import Solutions Proprietary Limited

INDEPENDENT NON-EXECUTIVE
DIRECTOR

Director of African and Overseas Enterprises
Limited, Queenspark Proprietary Limited
and Queenspark Distribution Centre
Proprietary Limited

Appointed to the board 2015

No other significant directorships

Note: Patricia Shub was a non-executive director of the company until
her retirement in August 2016. In September 2016 Marcel Golding was
appointed as a director of the company by the board in order to fill the
vacancy arising from the retirement of Patricia Shub.
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EXECUTIVE

Catherine Radowsky (49)
BA

Chief executive officer
Joined the group 1991

Damian Johnson (48)
BCompt (Hons), CA (SA)
Finance director

Joined the group 2004

Gordon Bradley (60)
Distribution and property executive
Joined the group 1976

Andrew Gast (50)

BA

Merchandise executive
Joined the group 2012

Anton Prinsloo (56)
Operations executive
Joined the group 2006

Matthew Mueller (53)

BCom

Information technology executive
Joined the group 2014

Lindsey Johnson (48)
BA, BCompt

Sourcing executive
Joined the group 1992

Adam Snitcher (36)
LLB

Company secretary and group legal
adviser

Joined the group 2013

Gayle Momsen (45)

Retail property and franchise
executive

Joined the group 2014

Juanita Dixon (45)

N.D.IL.A

Human resources executive
Joined the group 2013




“THE GROUP HAS
SUCCESSFULLY
DEVELOPED THE
REX TRUEFORM
OFFICE PARK
LOCATED IN
SALT RIVER,
CAPE TOWN."
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Overview

The group’s performance was
disappointing, mainly due to the
performance of the retail segment,
which was impacted by the
challenging economic environment.

Group revenue increased by

4.1% to R558.6 million (2015:

R536.6 million). The operating profit
decreased by 61.5% to R11.5 million
(2015: R29.9 million). Profit after tax
decreased by 50.6% to R11.8 million
(2015: R23.8 million) resulting in

the earnings per share decreasing
by 50.6%.

As a result of the performance of the
group the directors have proposed
a distribution of 27 cents in respect
of the 2016 year (2015: 61 cents) per
share in respect of the ordinary and
“N" ordinary shares. Shareholders
will be asked to approve this
proposal of the board at the annual
general meeting of the company.

The economic environment
During the year the economic
environment was difficult because

of the sluggish economy, significant
Rand fluctuations, increased living
costs, increased interest rates,

and regulatory changes to credit
legislation, which together impacted

the retail business, which factors are
still of concern going forward.

Governance

The board is fully committed to

the principles and practice of sound
governance which are promoted by
King lll and the Companies Act 71 of
2008 (as amended) (“the Companies
Act"”). We endeavour to maintain

a culture of good corporate
governance and are substantially
compliant with those aspects of
King Ill material to the effective
corporate governance of the group.

Integrated reporting

We continue to provide an
integrated annual report as
promoted in King lll. We have
chosen to present our integrated
annual report to our stakeholders
in a combined document which
incorporates the information
about the operations of the group,
corporate matters, sustainability
matters and summaries of key
financial information. The full set
of annual financial statements of
the company and the group can be
found on the company's website.

Prospects

Retail

Various initiatives will be introduced
going forward with a view to
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improving turnover, however the
retail business is likely to continue
to operate in a difficult economic
and regulatory environment which
will continue to impact the business
in the short term.

Property

The company has successfully
developed the Rex Trueform

Office Park located in Salt River
(Cape Town) and intends to develop
its two remaining investment
properties over the medium term.

Acknowledgements

| wish to thank the CEO,

Catherine Radowsky, and all
employees for their contribution to
the group, especially under these
difficult trading conditions.

| thank my fellow directors for their
valued contributions during the

year. | wish Pat Shub well in her
retirement and thank her for the
many years of service. | also welcome
Marcel Golding to the board of

the company.
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Michael Krawitz
Chairman

26 September 2016




“THE GROUP \-\‘

IMPLEMENT
A'NEW |
ENTERPRISE
RESOURCE
PLANNING
INFORMATION
TECHNOLOGY
SYSTEM\("ERP")
DURING THE
YEAR. THE
COMPANY

IS LOOKING
FORWARD TO
RECEIVING
THE BENEFITS
THEREFROM."
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The group's performance
unfortunately did not meet
expectations. The performance of
the retail segment was significantly
impacted by reduced consumer
confidence and spending, which

in turn was adversely impacted

by, amongst other things, the
unseasonably warm winter, the
sluggish economy, the increase in
living costs, the increase in interest
rates and regulatory changes to credit
legislation introduced during the year.

Group revenue increased by 4.1% to
R558.6 million (2015: R536.6 million).
The gross profit generated from the
retail segment decreased by 0.6% to
R288.7 million (2015: R290.4 million).
Trading expenses were contained
and increased by 5.5%.

The above resulted in the operating
profit decreasing by 61.5% to

R11.5 million (2015: R29.9 million).
Excluding the prior year profit on
sale of the Atlantis property, the
operating profit decreased by 55.8%.
Profit after tax decreased by 50.6% to
R11.8 million (2015: R23.8 million).

Summarised details of the financial
performance of the group are
contained in the abridged group
financial statements, the Financial
Director’s Report and the Five-year
Review, all of which are available in
this integrated annual report.

Retail (Queenspark)

Turnover increased by a modest
4.2%, with the regulatory changes to
credit legislation mostly impacting
the second half of the year. The gross
profit margin decreased to 53.7%
(2015: 56.3%) impacted by the
weakening of the Rand.

CHIEF EXECUTIVE OFFICER’S
REVIEW

This led to the decrease in operating
profit which amounted to R9.4 million
(2015: R26.8 million).

Further details of the Queenspark
retail segment trading results, brands
and trading footprint can be found
within this integrated annual report.

During the year the company
successfully implemented a new
enterprise resource planning
information technology system.
Management can now focus on
extracting value therefrom.

During the 2016 financial year the
company started selling its products
on the Zando website and results so
far have been promising. This new
initiative enables the business to
service a larger client base. Various
other initiatives are to be introduced
going forward with a view to
improving turnover. One such initiative
is the introduction of lay-by sales.

The year ahead is expected to

be challenging due to the tough
economic trading conditions and
credit legislation which, amongst
other things, will continue to be of
concern to customers.

Property

The property segment has produced
a pleasing result. The operating
profit of this segment amounted to
R8.5 million (2015: R7.8 million, which
included the R3.9 million profit on
sale of the non-strategic property
located in Atlantis). Excluding the
impact of the prior year sale of

the Atlantis property, the segment
operating profit increased by 113.3%.
This improvement is a result of the
development of the Rex Trueform
Office Park which has proved to be

a success.
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The group continues to consider
various development options in
respect of its two other investment
properties, the development of which
is expected over the medium term.

Appreciation

| would like to take this opportunity
to thank staff members for their
contribution to the successful
implementation of the ERP system,
which should add value to the group
going forward. | would also like to
thank all staff for their continued
commitment to the business.

The group receives a high level of
support and input from suppliers,
service providers and consultants
and | would also like to take this
opportunity to thank them for this.

The involvement, advice and
encouragement of the non-executive
board members is highly valued,
and | wish to extend my appreciation
to them. Pat Shub has decided

after many years to retire. Pat has
provided much support, guidance
and mentorship over the years for
which | am very appreciative. | would
like to welcome Marcel Golding

to the board. Marcel’s skills and
experience will be highly valued.

Finally, | would like to thank the non-
executive chairman of the group,
Michael Krawitz, for his continued
leadership, advice and support
provided to myself, the directors and
senior executives.

,\ﬁfpbﬁm

Catherine Radowsky
Chief Executive Officer

26 September 2016




Introduction

Group

The group’s performance was
disappointing mainly due to the
performance of the retail segment.
Group revenue increased by 4.1% to
R558.6 million (2015: R536.6 million).
Group headline earnings per share
decreased by 47.0% to 54.1 cents
for the year (2015: 102.0 cents).

The results reflected the decline in
return on equity, which reduced to
4.5%.

Retail

The retail market has been
challenging due to low consumer
confidence and spending. Turnover
increased by a modest 4.2%, with
the regulatory changes to credit
legislation mostly impacting the
second half of the year. Queenspark,
while operating in a challenging
market, produced an operating
profit of R9.4 million compared to a
R26.8 million operating profit in the
prior period. This reduction in profit
was partly due to the lower gross
margin, which decreased to 53.7%
(2015: 56.3%).

Further details of the Queenspark
retail segment trading results,
brands, trading footprint and
strategy can be found within this
integrated annual report.

Property

The operating profit of this segment
amounted to R8.5 million (2015:
R7.8 million). Excluding the impact
of the prior year profit on sale of
the Atlantis property, the segment

operating profit increased by 113.3%.

This improvement is largely due to

the successful development of the
Rex Trueform Office Park which is
almost fully let.

Financial performance

This review of the group’s
consolidated financial performance
for the year ended 30 June 2016
should be read in conjunction with
the annual financial statements, the
Five-year Review as well as the Retail
Segment Results.

Group statement of
comprehensive income
Revenue

Total revenue comprising turnover,
rental income, royalties, interest,
dividends, management fees and
profit of sale of the property in the
prior period increased by 4.1% to
R558.6 million (2015: R536.6 million).

Turnover

The group’s retail operation’s
turnover increased by 4.2% to
R537.6 million (2015: R516.1 million).
The turnover in the second half of
the year was substantially lower than
the first half.

Other income

Other income, which includes rental
income, decreased by 7.7%. Other
income increased by 19.5% if the
prior year R3.9 million profit on

the sale of the Atlantis property is
excluded. This increase is mainly

a result of the additional income
generated by the Rex Trueform
Office Park.

Gross profit

Gross profit, which is derived from
the retail segment, decreased

by 0.6% to R288.7 million (2015:
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R290.4 million). The gross margin,
being gross profit as a percentage
of sales, decreased to 53.7% (2015:
56.3%). The weakening of the Rand
negatively influenced the gross
margin, as certain products are
imported.

Trading expenditure

Group trading expenditure
amounting to R282.9 million
increased by 5.5% as the group
continued to focus on tight cost
control. Group service costs
increased by 34.1% to R6.3 million
(2015: R4.7 million). This increase
included the once-off corporate
costs relating the recent comparable
offer made by a consortium to the
company’s ordinary and “N” ordinary
shareholders. Excluding the once-
off costs the group service costs
increased by 7.9%.

Operating profit

The group operating profit
decreased by 61.5% to R11.5 million
(2015: profit of R29.9 million).

The prior year operating profit
includes an amount of R3.9 million
in respect of the profit on sale of
the Atlantis property. Excluding

the prior year profit on sale of the
Atlantis property, the operating profit
decreased by 55.8%.

Interest income

Interest received increased during
the year to R5.3 million (2015:
R3.5 million) mainly due to the
increase in interest rates.

Profit for the year
Profit after tax decreased by 50.6%
to R11.8 million (2015: R23.8 million)



resulting in the earnings per share
decreasing by 50.6%.

Statement of financial
position

Equity and reserves

The group’s capital and reserves
decreased marginally to

R260.7 million (2015: R261.1 million)
and was reduced by the dividend
paid of R12.6 million.

Inventory

Inventory levels were 12.5% lower at
year-end when compared with the
corresponding year-end, contributing
to an improved inventory turn of 3.8
(2015: 3.0).

Cash on hand/cash utilisation
The group generated positive cash
flows from operations of R42.2 million
compared to R56.5 million in 2015.
The cash and cash equivalents
increased to R81.5 million at year-end
(2015: R80.1 million).

Investment in capital expenditure of
R28.0 million was incurred of which
R25.1 million related to the retail
segment. The retail segment capital
expenditure mainly related to the
refurbishment of stores, new stores,
and new IT hardware and software.

Shareholder distribution
The directors have proposed a
dividend of 27 cents per share

in respect of the 2016 financial

year based on dividend cover of

two times headline earning per share
which, if approved at the AGM, will
be paid in December 2016.

Financial risk management
The group is exposed to a range of
financial risks through its business
activities, including market risk
(currency risk, interest rate risk and

price risk), credit risk and liquidity
risk. The group'’s exposure to these
risks and the policies managing
the risks are detailed in the annual
financial statements.

Looking ahead — 2017
Retail segment

The group is considering further
initiatives, which will mainly focus
on improving turnover growth in
this challenging market. Refer to
the strategic objectives reports
for further detail. The group
implemented a new enterprise
resource planning information
technology system (“ERP”) during
the year. The company is looking
forward to receiving the benefits
therefrom.

Property segment

The group holds three investment
properties located in Salt River,
Cape Town. The development of
the Rex Trueform Office Park has
been a success and management is
now concentrating on the potential
development over the medium term
of the two remaining investment
properties.

Appreciation

| would like to thank all staff
involved in the successful ERP
implementation. The process

of implementation was very time-
consuming but also rewarding.

Damian Johnson
Financial Director

26 September 2016
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Accordingly the training,
development and motivation of
staff at all levels, together with
management’s responsibility for their
health and safety in the workplace,
continues to receive a high level of
attention. The employees employed
in the group are employed in the
subsidiary companies and therefore
this report includes matters relating
to the group employees.

Remuneration policy

The group’s policy is to remunerate
executives and employees fairly

in relation to the market and the
nature of the services they provide.
The group’s intention is to ensure the
promotion of a performance-based
culture across the business to ensure
that the group meets its operational,
financial and strategic objectives.

The group looks to attract, motivate
and retain talented employees

and remuneration therefore

needs to be competitive owing

to the portability of skills. Market
information is sourced from industry-
specific and generic remuneration
surveys obtained on a regular

basis. Remuneration packages are
determined by considering market
benchmarks, the company’s financial
performance, the importance of a
particular position relative to the

HUMAN CAPITAL AND
REMUNERATION REPORT

group’s business, the required skill
set, job-specific experience and
the performance and contribution
of individual incumbents.

The remuneration of non-executive
directors is reviewed on an

annual basis.

Employee remuneration
Group remuneration packages

for the majority of permanent
employees comprise a mix of

the following: a base salary, job-
specific allowances, performance-
linked incentives, bonuses,
retirement funding and health care
contributions. Another benefit is a
discount on store purchases.

Group remuneration levels are
reviewed annually.

Annual increases are implemented in
July each year per the annual salary
review process.

Retail store operational employees
participate in the Queenspark store
incentive scheme, which rewards
those employees on a quarterly
basis for meeting predetermined
financial performance criteria,
including sales and profitability
targets. The group has developed a
short-term incentive scheme which
will accommodate certain employees
who do not participate in the store
incentive scheme.
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Group employees (in terms of the
fund rules) are required to join

the Alexander Forbes Retirement
Umbrella Fund (“the Fund”) in which
the group participates. The Fund
includes both a pension and a
provident scheme. Risk benefits
such as death, disability and

funeral cover are provided through
membership of the Fund.

The group participates in medical
aid schemes in which staff are
entitled to participate.

Wage and substantive conditions
of employment are negotiated
with the Southern African Clothing
and Textile Workers” Union for
employees forming part of the
distribution centre bargaining unit.

Executive remuneration
The remuneration of the group’s
executive directors is set out in
the notes to the annual financial
statements. Group executive
remuneration packages include a
mix of the following: a base salary,
incentive, health care contribution
and retirement funding.

Executive directors do not receive
payments of director’s fees in
respect of meetings attended.

The group has developed an
executive short-term incentive
scheme. Certain key members of
executive management participate
in the group share option scheme
which is detailed in the notes to
the annual financial statements.



Key management personnel

Key management personnel are those that have authority and responsibility for planning, directing and controlling the
activities of the group. Further details can be found in the notes to the annual financial statement. The company has
determined that it has no prescribed officers, or key management personnel other than its directors. The remuneration in
respect of the current year accordingly only reflects remuneration paid to directors.

The total group remuneration of key management personnel is as follows:

Bonus
and per- Retire-
formance- Value ment fund Fees for

Basic related  of other contri- Directors’ other Total Total

salary payments  benefits  butions fees  services 2016 2015

RO0O R’000 R’000 R’000 R’000 R’000 R'000 R’000

Executive directors 4334 247 110 261 - - 4 952 4839
Non-executive directors - - - - 2271 515 2786 2 369
Total 4334 247 110 261 2271 515 7 738 7 208

Non-executive directors’ remuneration

Non-executive directors are paid a base fee for their services as directors. Fees are based on an assessment of, amongst
other things, the non-executive directors’ time commitment and increased regulatory and governance obligations.

Fees paid to the non-executive directors for the 2016 reporting period are outlined in the notes to the annual financial
statements.

The remuneration of non-executive directors is reviewed annually by the remuneration committee and recommended to
shareholders for approval at the relevant annual general meeting.

The following fees for the period 1 July 2015 to 30 June 2017 were approved by way of a special resolution at the
previous annual general meeting. The revised fees for the period 1 July 2016 to 30 June 2017 and a fee for the period

1 July 2017 to 30 June 2018 as set out below have been proposed and will be submitted to shareholders for approval as
per the notice of annual general meeting, together with a once-off fee of R100 000 which is proposed to be paid to the
independent non-executive directors of the company who were members of the independent board of the company
constituted in terms of the Companies Act, as read with the Regulations thereto, for the purposes of, amongst other
things, the consideration of the comparable offer made by a consortium for all of the ordinary and “N” ordinary shares
in the issued share capital of the company not already owned by such consortium.

Financial years

Revised

Proposed Proposed Approved Approved
Fees for services rendered to Rex Trueform Clothing 2018 2017 2017 2016
Company Limited as non-executive directors R R R R
Chairman of the board 688 107 688107 649 158 606 690
Lead independent director 304 612 304 612 287 370 268 570
Director 285195 285195 269052 251450
Chairman of the audit committee 84 952 84 952 80 143 74 900
Member of the audit committee 64 927 64 927 61 252 57 245
Chairman of the retirement fund 97 087 97 087 91 592 85 600
Member of the risk committee 84 952 84 952 80 143 74 900
Chairman of the social and ethics committee 64 927 64 927 61 252 57 245
Member of the social and ethics committee 52 184 52 184 49 230 46 010
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HUMAN CAPITAL AND REMUNERATION REPORT continued

Employee equity

The group remains fully committed
to the implementation of the
provisions of the Employment
Equity Act and employment equity
is accordingly a business priority to
ensure an integrated and diverse
workplace that is truly representative
of the demographics of South Africa.
In this regard the group provides
equal opportunities and has a strong
culture of internal promotion and
upliftment for its employees.

Skills development

Close attention is paid by
management and employee
representatives to meeting the
challenges of accelerated employee
growth and development, as set
out in the Department of Labour's
National Skills Development
Strategy. In terms of the Skills
Development Act, incentives are
offered to group employers who
systematically train and develop
their personnel, and the group
has participated in available skills
development programmes.

Employees play a key role in the
success of the operations of the
group. Accordingly the training,
development and motivation of
personnel at all levels continue

to receive high priority. Training
programmes were increased during
the year for all levels of employees
and the implementation of the ERP
system also required substantial
training efforts.

Occupational health and
safety

The group is committed to
ensuring a safe and healthy working
environment for all its employees
and the group is regularly assisted
by an independent consultant in
this respect.
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Corporate social
responsibility

The group acknowledges its
corporate social responsibility, that
is, its duty to contribute to both the
society and to the community within
which it operates. Please refer to the
Social and Ethics Committee Report
for further details regarding social
responsibility.

Environment

The group acknowledges that

its operations have an impact on

the natural environment, both
directly through electricity, fuel and
materials consumed in its operations
and indirectly through impacts
associated with the production,

use and end-of-life disposal of

the products it sells.

The impacts of initiatives have not
been measured and we therefore
provide only a general narrative on
some of the key areas in respect of
which positive steps have been taken
by the group.

Electricity and water

The group is a user of electricity and
water throughout its operations.

The group has taken the following
steps in an attempt to better manage
its electricity and water consumption:

¢ Rex Trueform Office Park.
The development of the Rex
Trueform Office Park is complete
and various water and energy-

ENVIRONMENTAL AND
SOCIAL SUSTAINABILITY REPORT

saving measures have been
instituted, including:

— movement sensors (where
practical) which modify
lighting requirements in an
endeavour to ensure that
electricity is not utilised
unnecessarily;

— energy-saving light fittings
and bulbs have been
installed, where practical; and

—  bathroom washbasin
sensors have been installed
to regulate the water
consumption in an endeavour
to ensure that water is not
utilised unnecessarily.

"Green” store design initiatives
When designing and building new
stores, the group continues to
implement a number of “green”
environmentally friendly initiatives
relating to lighting, paint, shopfitting,
flooring and signage. In this respect
we take guidance from consultants
who consider local and international
practices.

Fuel

The main area of fuel consumption
relates to freight services provided
by third parties. Fuel management

in respect thereof is the responsibility
of the service provider.

Recycling and disposal of waste
The major forms of waste in the
business are paper, cardboard and
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plastic packing materials. Procedures
relating to recycling or disposal have
been instituted as follows:

¢ clothing hangers are sor