THE DOCUMENT (AS DEFINED BELOW) IS AVAILABLE ONLY TO INVESTORS WHO ARE LOCATED OUTSIDE OF THE UNITED STATES
OR WHO ARE QUALIFIED INSTITUTIONAL BUYERS (“QIBS”) AS DEFINED IN RULE 144A UNDER THE UNITED STATES SECURITIES
ACT OF 1933, AS AMENDED (THE “ SECURITIES ACT”) OR OTHERWISE TO PERSONS TO WHOM IT CAN BE LAWFULLY DISTRIBUTED.
IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the attached Pre-listing
Statement (the “document”) and you are therefore advised to read this carefully before reading, accessing or making any other use of
the document. In accessing the document, you agree to be bound by the following terms and conditions, including any modifications to
them from time to time, each time you receive any information from us as a result of such access. You acknowledge that this electronic
transmission and the delivery of the document is confidential and intended only for you and you agree you will not forward, reproduce,
copy, download or publish this electronic transmission or the document (electronically or otherwise) to any other person.
The document and the offer, when made, are only addressed to and directed at persons in member states of the European Economic
Area (“EEA”) who are “qualified investors” within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive 2003/71/EC and
amendments thereto, including Directive 2010/73/EU, to the extent implemented in the relevant Member State of the European Economic
Area) and any implementing measure in each relevant Member State of the EEA (the “Prospectus Directive”) (“Qualified Investors”).
In addition, in the United Kingdom (“UK”), this document is being distributed only to, and is directed only at, Qualified Investors (i) who
have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005, as amended (the “Order”), (ii) who are high net worth entities falling within Article 49(2)(a) to (d) of the
Order, or (iii) to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”).
This document must not be acted on or relied on (i) in the UK, by persons who are not relevant persons, and (ii) in any member state of
the EEA other than the UK, by persons who are not Qualified Investors. Any investment or investment activity to which this document
relates is available only to (i) in the UK, relevant persons, and (ii) in any member state of the EEA other than the UK, Qualified Investors,
and will be engaged in only with such persons.
In South Africa, the offer will only be made by way of a private placement to, and be capable of acceptance by, (i) persons falling within
the exemptions set out in section 96(1)(a) of the South African Companies Act, 2008 (“South African Companies Act”) or (ii) persons who
subscribe, as principal, for shares at a minimum aggregate subscription price of R1 000 000, as envisaged in section 96(1)(b), of the
South African Companies Act and to whom the offer will specifically be addressed (“Qualifying Investors”) and the document is only
being made available to such Qualifying Investors. The offer does not constitute an offer for the sale of or subscription for, or the
advertisement or the solicitation of an offer to buy and/or to subscribe for, ordinary shares to the public as defined in the South African
Companies Act and will not be distributed to any person in South Africa in any manner that could be construed as an offer to the public
in terms of the South African Companies Act. Should any person who is not a Qualifying Investor receive the document, they should not
and will not be entitled to acquire any offer shares or otherwise act thereon. The document does not, nor is it intended to, constitute a
prospectus prepared and registered under the South African Companies Act. Accordingly, the document does not comply with the
substance and form requirements for prospectuses set out in the South African Companies Act and the South African Companies
Regulations of 2011 and has not been approved by, and/or registered with, the Companies and Intellectual Property Commission, or any
other South African authority. The JSE Limited has approved the document. The information contained in this document constitutes
factual information as contemplated in section 1(3)(a) of the South African Financial Advisory and Intermediary Services Act 37 of 2002
(as amended) and should not be construed as an express or implied recommendation, guidance or proposal that any particular
transaction in respect of the offer shares is appropriate to the particular investment objectives, financial situations or needs of a
prospective investor, and nothing in the document should be construed as constituting the canvassing for, or marketing or advertising
of, financial services in South Africa.
NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN THE UNITED STATES OR
ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED
UNDER THE SECURITIES ACT OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF
THE UNITED STATES OR IN ANY OTHER JURISDICTION AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR
LOCAL SECURITIES LAWS.
CANADIAN INVESTORS ARE ADVISED THAT THIS EMAIL AND THE DOCUMENT ATTACHED HERETO MAY ONLY BE TRANSMITTED
IN THOSE JURISDICTIONS IN CANADA AND TO THOSE PERSONS WHERE AND TO WHOM THEY MAY BE LAWFULLY OFFERED FOR
SALE, AND THEREIN ONLY BY PERSONS PERMITTED TO SELL SUCH SECURITIES. THE DOCUMENT ATTACHED HERETO IS NOT,
AND UNDER NO CIRCUMSTANCES IS TO BE CONSTRUED AS, AN ADVERTISEMENT OR A PUBLIC OFFERING IN CANADA OF THE
SECURITIES DESCRIBED THEREIN. NO SECURITIES COMMISSION OR SIMILAR AUTHORITY IN CANADA HAS REVIEWED OR IN ANY
WAY PASSED UPON THE DOCUMENT ATTACHED HERETO OR THE MERITS OF THE SECURITIES DESCRIBED THEREIN AND ANY
REPRESENTATION TO THE CONTRARY IS AN OFFENCE. THE DISTRIBUTION OF THE SECURITIES CONTAINED IN THE DOCUMENT
ATTACHED HERETO IS BEING MADE ON A PRIVATE PLACEMENT BASIS ONLY AND IS EXEMPT FROM THE REQUIREMENT THAT THE
COMPANY PREPARE AND FILE A PROSPECTUS WITH THE RELEVANT CANADIAN SECURITIES REGULATORY AUTHORITIES.
ANY FORWARDING, REDISTRIBUTION OR REPRODUCTION OF THE DOCUMENT IN WHOLE OR IN PART IS UNAUTHORISED.
FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF
OTHER JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO THIS TRANSMISSION CONTRARY TO ANY OF THE FOREGOING
RESTRICTIONS, YOU ARE NOT AUTHORISED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE SECURITIES DESCRIBED IN
THE DOCUMENT.
Confirmation of your representation: By accepting electronic delivery of this document, you are deemed to have represented to the
Banks and the Company (as each such capitalised term is defined in the document) that (i) you are acting on behalf of, or you are either
(a) an institutional investor outside the United States (as defined in Regulation S under the Securities Act, or (b) in the United States and
a QIB that is acquiring securities for your own account or for the account of another QIB and that you consent to delivery of the Document
by electronic transmission; (ii) if you are in the UK, you are a relevant person; (iii) if you are in any member state of the EEA other than the
UK, you are a Qualified Investor; (iv) the securities acquired by you in the offer have not been acquired on a non-discretionary basis on
behalf of, nor have they been acquired with a view to their offer or resale to, any person in circumstances which may give rise to an offer
of any securities to the public other than their offer or resale in any member state of the EEA which has implemented the Prospectus
Directive to Qualified Investors (as defined in the Prospectus Directive); (v) if you are in the Republic of South Africa, or any person for
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whom you are acting is in South Africa, you (and any such person) are a Qualifying Investor; and (vi) if you are outside the US, UK, EEA
and South Africa (and the electronic mail address that you gave us and to which the document has been delivered is not located in such
jurisdictions) you are a person into whose possession this document may lawfully be delivered in accordance with the laws of the
jurisdiction in which you are located.
For investors resident in Alberta, British Columbia, Ontario and Québec (the “Relevant Provinces”): You acknowledge and agree that: (a)
the securities described in the attached document are only being distributed in Canada to investors resident in the Relevant Provinces;
(b) you are, or any ultimate purchaser for which you are acting is, entitled under applicable Canadian securities laws to participate in the
offering without the benefit of a prospectus qualified under applicable Canadian securities laws, and without limiting the generality of the
foregoing, you are (i) resident in a Relevant Province (ii) not an individual, (iii) an “accredited investor” as such term is defined in National
Instrument 45-106 – Prospectus Exemptions and are receiving this email from a registered Canadian dealer, or an “accredited investor”
who is a “permitted client”, as such term is defined in National Instrument 31-103 – Registration Requirements, Exemptions and Ongoing
Registrant Obligations, of a dealer relying on the “international dealer exemption”, which dealer has sent this email; (c) where required
by law, you are, or you are deemed to be, participating in the offering as principal in accordance with the applicable securities laws of
the province in which you reside for your own account and not as agent for the benefit of another person or as trustee; (d) you were not
created solely to participate in the offering or to hold the shares as an “accredited investor”; (e) securities legislation in certain provinces
or territories of Canada may provide a purchaser with remedies for rescission or damages if an offering memorandum such as the
attached document (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or
damages are exercised by the purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or
territory and that a purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s province or territory
for particulars of these rights or consult with a legal adviser; and (e) hereby confirm that you have expressly requested that all documents
evidencing or relating in any way to the sale of the securities described in the attached document (including for greater certainty any
purchase confirmation or any notice) be drawn up in the English language only – l’investisseur canadien confirme par les présentes qu’il
a expressément exigé que tous les documents faisant foi ou se rapportant de quelque manière que ce soit à la vente des valeurs
mobilières décrites aux documents joints aux présentes (incluant, pour plus de certitude, toute confirmation d’achat ou tout avis) soient
rédigés en anglais seulement.
The document has been made available to you in an electronic form. You are reminded that documents transmitted via this medium may
be altered or changed during the process of electronic transmission and consequently none of the Company, the Banks or any of their
respective affiliates, directors, officers, employees or agents accepts any liability or responsibility whatsoever in respect of any difference
between the document distributed to you in electronic format and any hard copy version. By accessing the document you consent to
receiving it in electronic form.
A hard copy of the document will be made available to you only upon request.
You are reminded that the document has been made available to you solely on the basis that you are a person into whose possession
the document may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located and you may not nor are
you authorised to deliver the document, electronically or otherwise, to any other person.
Restriction: Nothing in this electronic transmission constitutes, and may not be used in connection with, an offer of securities for sale to
persons other than the specified categories of institutional buyers described above and to whom it is directed and access has been
limited so that it shall not constitute a general solicitation. If you have gained access to this transmission contrary to the foregoing
restrictions, you will be unable to purchase any of the securities described therein.
None of the Banks or any of their respective affiliates, or any of their respective directors, officers, employees or agents accepts any
responsibility whatsoever for the contents of the document or for any statement made or purported to be made by it, or on its behalf, in
connection with the Company or the offer. The Banks and any of their respective affiliates accordingly disclaim all and any liability
whether arising in tort, contract, or otherwise which they might otherwise have in respect of such document or any such statement.
No representation or warranty express or implied, is made by any of the Banks or any of their respective affiliates as to the accuracy,
completeness, reasonableness, verification or sufficiency of the information set out in the document.
The Banks are acting exclusively for the Company and no one else in connection with the offer. They will not regard any other person
(whether or not a recipient of this document) as their client in relation to the offer and will not be responsible to anyone other than the
Company for providing the protections afforded to their clients nor for giving advice in relation to the offer or any transaction or arrangement
referred to herein.
You are responsible for protecting against viruses and other destructive items. Your receipt of the document via electronic
transmission is at your own risk and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a
destructive nature.
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Dis-Chem Pharmacies Limited

(Former name: Dis-Chem Pharmacies Proprietary Limited)
(Incorporated in the Republic of South Africa)
(Registration number 2005/009766/06)
(JSE share code: DCP)
(ISIN: ZAE000227831)

Offering of up to 238,405,268 Ordinary Shares

Pre-listing Statement
This Pre-listing Statement relates to an offer for subscription by Dis-Chem Pharmacies Limited (the “Company”) subject to certain
conditions (the “Offer”) of up to 238,405,268 Ordinary Shares (as defined below) in the share capital of the Company (assuming an Offer
Price at the mid-point of the Offer Price Range, as defined below) (the “Offer Shares”). The Offer Shares comprise up to 238,405,268
Ordinary Shares to be allotted and issued by the Company, comprising an aggregate of approximately 27.5% of the total issued ordinary
share capital of the Company at Listing (after the issue of Ordinary Shares in connection with the acquisition of non-controlling interests
in certain of Dis-Chem’s partner stores). In connection with the Offer, Ivlyn Proprietary Limited (the “Major Shareholder”) has granted The
Standard Bank of South Africa Limited (“Standard Bank”), as stabilisation manager (the “Stabilisation Manager”), on behalf of each of
Goldman Sachs International (“Goldman Sachs”), Investec Bank Limited (“Investec”), Standard Bank and Merrill Lynch International
(“BofA Merrill Lynch”, and together with Goldman Sachs, Investec and Standard Bank, the “Banks”), an option (the “Put Option”) which
is exercisable in whole or in part, upon notice by the Stabilisation Manager, on or before the end of the Stabilisation Period. Pursuant to
the Put Option, the Stabilisation Manager may require the Major Shareholder to purchase up to 31,096,339 Shares held by the Stabilisation
Manager as a result of stabilisation transactions at the Offer Price, comprising up to approximately 13% of the total number of Offer
Shares. The Offer Shares rank pari passu with the existing Ordinary Shares in all respects, including the right to receive dividends or
other distributions declared, made or paid after Admission and Listing. Fractions of Ordinary Shares will not be issued. This Pre-listing
Statement is not an invitation to the general public to subscribe for or purchase the Offer Shares in any jurisdiction, and is issued in
compliance with the Listings Requirements (“Listings Requirements”) of the JSE Limited (the “JSE”).
It is currently estimated that the price at which the Offer Shares will be offered for sale or subscription pursuant to the Offer (the “Offer
Price”) will be between R16.25 and R20.25 per Offer Share (the “Offer Price Range”). However, the Offer Price may be outside the Offer
Price Range.
The Offer Shares will be delivered in dematerialised form only and, accordingly, no documents of title will be issued to successful
applicants who wish to apply for Offer Shares (“Applicants”).
The JSE has granted the Company approval for a listing in respect of up to 866,545,598 Ordinary Shares (the “Listing”) in the “Food and
Drug Retailers ” sector under the abbreviated name “Dis-Chem”, share code “DCP” and ISIN: ZAE000227831, subject to the fulfilment
of certain conditions (including the JSE’s liquidity free float requirement, as set out in the Listings Requirements, being attained). Following
the Listing, all the issued Ordinary Shares of the Company are expected to be listed on the exchange operated by the JSE.

Joint Global Co-ordinators and Joint Bookrunners

Joint Bookrunners

Joint Transaction Sponsors

Independent Auditors and Reporting Accountants

STRICTLY PRIVATE AND CONFIDENTIAL – FOR INFORMATION OF ADDRESSEE ONLY

At the date of Listing (the “Listing Date”), the authorised share capital of the Company will comprise 1,500,000,000 ordinary no par value
shares, (the “Ordinary Shares”), and the entire issued share capital will be comprised of no more than 866,545,598 Ordinary Shares.
There will be no other class of shares authorised or in issue by the Company on the Listing Date. None of the Company’s shares will be
held in treasury on the Listing Date.
The Offer is, among other things, subject to a minimum subscription. The minimum subscription which must be realised in terms of the
Offer is that which enables the Company to ensure that the Company has, once the Offer and Share Repurchase (as defined below) are
completed, met the minimum liquidity free float requirement, as prescribed by the Listings Requirements and acceptable to the JSE, as
referred to below. There is no minimum capital requirement to be realised by the Offer. The Listing will not proceed if the minimum
subscription is not achieved, and any acceptance of the Offer shall not take effect and no person shall have any claim whatsoever
against the Company, the Banks or any other person as a result of the failure of any condition.
Contemporaneously with the issue of Offer Shares, the Company intends to repurchase (the “Share Repurchase”) Shares in its capital
from certain existing shareholders (the “Repurchase Shareholders”). The Shares repurchased by the Company (the “Repurchase
Shares”) will be cancelled as issued shares and restored to the status of authorised but unissued shares. The Company will use a portion
of the proceeds from the subscription of the Offer Shares to pay the consideration payable in terms of the Share Repurchase.
The Company is offering such number of Offer Shares so as to raise gross proceeds of R750 million plus the amount of the Total Share
Repurchase Price (defined as the Offer Price multiplied by the number of Repurchase Shares). The Repurchase Shareholders are selling
such number of Repurchase Shares pursuant to the Share Repurchase so as to achieve a “free float” of 28.3% (after the issue of Ordinary
Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s partner stores and assuming that the Put
Option is not exercised). When used in the Pre-listing Statement, “free float” refers to the percentage of Shares held by persons other
than the Repurchase Shareholders upon Listing.
Assuming the above, the number of Repurchase Shares to be acquired by the Company pursuant to the Share Repurchase will range
from 192,251,422 Repurchase Shares (assuming the Offer Price is set at the bottom of the Offer Price Range) to 198,839,661 Repurchase
Shares (assuming the Offer Price is set at the top of the Offer Price Range).
The Listings Requirements provide that a minimum of 20% of the Ordinary Shares must be held by the public (as defined by the Listings
Requirements) to ensure reasonable liquidity.
In South Africa, the Offer will only be made to, and be capable of acceptance by, selected institutional investors who fall within one of the
specified categories listed in section 96(1)(a) of the South African Companies Act, 2008 (the “South African Companies Act”) or selected
persons, acting as principal, acquiring Offer Shares for a total acquisition cost of R1,000,000 or more, as contemplated in section 96(1) (b)
of the South African Companies Act and to whom the Offer is specifically addressed and capable of acceptance by. Accordingly, (i) the
Offer is not an offer to the public as contemplated in the South African Companies Act, (ii) this Pre-listing Statement does not, nor does
it intend to, constitute a “registered prospectus”, as contemplated by the South African Companies Act, and (iii) no prospectus has been
filed with the South African Companies and Intellectual Property Commission in respect of the Offer. The JSE has approved this Pre‑listing
Statement.
The Offer Shares have not been and will not be registered under the US Securities Act of 1933, as amended (the “US Securities Act”) or
under the applicable securities laws or the regulations of any state of the United States. In the United States, the Offer is being made only
to persons who are qualified institutional buyers (as defined in Rule 144A under the US Securities Act) in reliance on Rule 144A or
pursuant to another exemption from, or in transactions not subject to, the registration requirements of the US Securities Act. Prospective
purchasers or subscribers are hereby notified that sellers of the Offer Shares may be relying on the exemption from Section 5 of the US
Securities Act provided by Rule 144A. Outside the United States, the Offer is being made to selected institutional investors in reliance on
Regulation S under the US Securities Act (“Regulation S”). The Offer Shares may not be offered, sold, pledged or transferred within the
United States, except pursuant to an applicable exemption from, or in a transaction not subject to, the registration requirements of the
US Securities Act. For a description of these and certain further restrictions on offers, sales and transfers of the Offer Shares and the
distribution of this document, see “Selling Restrictions”.
None of the US Securities and Exchange Commission (the “SEC”), any other US federal or state securities commission nor any US
regulatory authority has approved or disapproved of the Offer Shares nor have such authorities reviewed or passed comment upon the
accuracy or adequacy of this Pre-listing Statement. Any representation to the contrary is a criminal offence in the United States.
The distribution of this document and the offer for subscription and offer for sale of the Offer Shares in certain jurisdictions may be
restricted by law. No action has been or will be taken by the Company or the Banks to permit a public offering of the Offer Shares. No
action has been taken or will be taken by the Company or the Banks to permit the possession or distribution of this document (or any
other offering or publicity materials or application form(s) relating to the Offer Shares) in any jurisdiction where action for that purpose
may be required or doing so is restricted by law. Accordingly, neither this document, nor any advertisement, nor any other offering
material may be distributed or published in any jurisdiction except under circumstances that will result in compliance with any applicable
laws and regulations. Persons into whose possession this document comes should inform themselves about and observe any such
restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any such jurisdiction. Further
information with regard to the restrictions on the distribution of this document and the offer for subscription and offer for sale of the Offer
Shares is set out in “Selling Restrictions”.
None of the Company or the Banks, nor any of their respective representatives, is making any representation to any offeree, subscriber
or purchaser of the Offer Shares regarding the legality of an investment in the Offer Shares by such offeree, subscriber or purchaser
under the law applicable to such offeree, subscriber or purchaser. The contents of this document should not be construed as legal,
financial or tax advice. Each prospective investor should consult his, her or its own legal, financial or tax adviser as to the legal, financial,
business, tax and related aspects of a purchase of, or a subscription for, Offer Shares.
Announcement published on SENS:
Opening date of the Offer:
Expected last date for indications of interest for purposes of the bookbuild:
Expected closing date of the Offer:
Publication date of the final Offer Price and final number of Offer Shares:
Successful applicants advised of allocations:
Expected Listing Date:
All times referred to in this Pre-listing Statement are times in South Africa (SAST or GMT+2).

28 October 2016
09:00 on 28 October 2016
12:00 on 14 November 2016
12:00 on 14 November 2016
15 November 2016
16 November 2016
09:00 on 18 November 2016

The Offer is subject to the conditions set out in the section of this document entitled “Particulars of the Offer”.
The directors of the Company (the “Directors”), whose names are given on page 64 of this Pre-listing Statement, collectively and
individually, accept full responsibility for the completeness and the accuracy of the information contained herein and certify that, to the
best of their knowledge and belief, there are no facts that have been omitted which would make any statement of fact or opinion false or
misleading, and that all reasonable enquiries to ascertain such facts have been made and that this Pre-listing Statement contains all
information required by law and the Listings Requirements.

No representation or warranty, express or implied, is made by the Banks as to the accuracy, completeness or verification of the information
set forth in this Pre-listing Statement, and nothing contained in this Pre-listing Statement is, or shall be relied upon as, a promise or
representation in this respect, whether as to the past or the future. The Banks assume no responsibility for the Pre-listing Statement’s
accuracy, completeness or verification and accordingly disclaim, to the fullest extent permitted by applicable law, any and all liability
whether arising in delict (tort), contract or otherwise which they might otherwise be found to have in respect of this document or any such
statement.
The Banks are acting exclusively for the Company and no one else in connection with the Offer. They will not regard any other person
(whether or not a recipient of this document) as their respective clients in relation to the Offer and will not be responsible to anyone other
than the Company for providing the protections afforded to their respective clients nor for giving advice in relation to the Offer or any
transaction or arrangement referred to herein.
The investors acknowledge that: (i) they have not relied on the Banks or any person affiliated with the Banks in connection with any
investigation of the accuracy of any information contained in this Pre-listing Statement or their investment decision; and (ii) they have
relied only on the information contained in this document, and (iii) no person has been authorised to give any information or to make any
representation concerning the Company or its subsidiaries or the Ordinary Shares (other than as contained in this document) and, if
given or made, any such other information or representation should not be relied upon as having been authorised by the Company or
the Banks.
The Ordinary Shares are subject to restrictions on transferability and resale and may not be transferred or resold except as permitted
under applicable securities laws and regulations. See “Selling and Transfer Restrictions”. Investors should be aware that they may be
required to bear the financial risks of their investment in the Company for an indefinite period of time.
In connection with the Offer, each of the Banks and any of their respective affiliates, acting as an investor for its own account, may take
up a portion of the Ordinary Shares in the Offer as a principal position and in that capacity may retain, purchase, sell, offer to sell or
otherwise deal for its own account such securities and any Ordinary Shares or related investments and may offer or sell such Ordinary
Shares or other investments otherwise than in connection with the Offer. Accordingly, references in the Pre-listing Statement to Ordinary
Shares being issued, offered, subscribed for, acquired, placed or otherwise dealt in should be read as including any offering or placement
of Ordinary Shares to any of the Banks or any of their respective affiliates acting in such capacity. In addition certain of the Banks or their
affiliates may enter into financing arrangements and swaps with investors in connection with which such Banks (or their affiliates) may
from time to time acquire, hold or dispose of Ordinary Shares. None of the Banks intend to disclose the extent of any such investment or
transactions otherwise than in accordance with any legal or regulatory obligation to do so.
The independent auditors and reporting accountants, whose reports are contained in this Pre-listing Statement, have given and have not
withdrawn their written consents to the inclusion of their reports in the form and context in which they appear herein. Each of the legal
advisers, the independent auditors and reporting accountants, the Banks (in their respective capacities as Joint Global Co-ordinator,
Joint Bookrunner and Joint Transaction Sponsor, as applicable), the transfer secretaries and the commercial banks named in this Prelisting Statement has consented in writing to act in those capacities as stated in this Pre-listing Statement and has not withdrawn its
consent prior to the publication of this Pre-listing Statement.
This Pre-listing Statement is only available in English and copies thereof may be obtained (by persons invited to participate in the Offer)
from the Company and each of the Banks during their respective normal business hours from 28 October 2016 until 18 November 2016,
at their respective physical addresses which appear in the section of this document entitled “Corporate Information and Advisers”. This
Pre-listing Statement will also be available on the Company’s website at www.dischem.co.za from 28 October 2016 until 18 November
2016.
An investment in the Offer Shares involves substantial risks and uncertainties. Prospective investors should read the entirety of
this Pre-listing Statement and, in particular, see “Risk Factors” beginning on page 20 of this Pre-listing Statement when
considering an investment in the Company.
The section of this document entitled “Definitions” contains a list of definitions of terms used in this document, including these cover
pages.
Date of issue: 28 October 2016
Certain Definitions
For purposes of this Pre-listing Statement, references to the “Company” refer to Dis‑Chem, the issuer of the Offer Shares. References to
“Dis‑Chem” and “Group” are to Dis‑Chem and its consolidated subsidiaries, except where the context requires otherwise. See also
“Presentation of Financial and Other Information”.
Last Practicable Date
Unless the context clearly indicates otherwise, all information provided in this Pre-listing Statement is provided as at the Last Practicable
Date, being 21 October 2016.
Special Note in Regard to the Offer
This is not an offer to the general public in any jurisdiction and only constitutes an offer for the subscription and sale of the Offer Shares;
(i) in South Africa to (a) selected institutional investors who fall within the exemptions set out in section 96(1)(a) of the South African
Companies Act and/or (b) selected persons, each acting as principal, acquiring Offer Shares for a total acquisition cost of R1,000,000
or more, as contemplated in section 96(1)(b) of the South African Companies Act, and to whom the Offer will be specifically addressed
and be capable of acceptance by and, accordingly, would not be considered to be the “public” for the purposes of the South African
Companies Act; and (ii) to selected institutional investors in other jurisdictions to whom the Offer will specifically be addressed and is
only addressed to persons to whom it may lawfully be made.
The distribution of this Pre-listing Statement and the making of the Offer may be restricted by law. It is the responsibility of any person
into whose possession this Pre-listing Statement comes to inform themselves about and observe any such restrictions. Any failure to
comply with any of those restrictions may constitute a violation of the laws of any such jurisdiction. This Pre-listing Statement does not
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constitute an offer of, or an invitation to subscribe for or purchase, any of the Offer Shares in any jurisdiction in which such offer,
subscription or sale would be unlawful.
In making an investment decision, each investor must rely on his/her/its own examination, analysis and enquiry of the Company, the Offer
Shares and the terms and conditions of the Offer, including the merits and risks involved.
Prospective investors should not treat the contents of this Pre-listing Statement as advice relating to legal, taxation, investment or any
other matters and should consult their own professional advisers concerning the consequences of their acquiring, holding or disposing
of the Offer Shares. Prospective investors should inform themselves as to:
•

the legal requirements for the purchase, holding, transfer or disposal of the Offer Shares;

•

any foreign exchange restrictions applicable to the transfer or disposal of the Offer Shares which they might encounter; and

•

the income and other tax consequences which may apply to them as a result of the purchase, holding, transfer or disposal of the
Offer Shares. Prospective investors must rely on their own representatives, including their own legal advisers and accountants, and
not those of the Company, as to legal, tax, investment or any other related matters concerning the Company and an investment
therein.

The information contained in this Pre-listing Statement constitutes factual information as contemplated in section 1(3)(a) of the South
African Financial Advisory and Intermediary Services Act, 37 of 2002 (as amended) and should not be construed as an express or
implied recommendation, guidance or proposal that any particular transaction in respect of the Offer Shares is appropriate to the
particular investment objectives, financial situations or needs of a prospective investor, and nothing in this Pre-listing Statement should
be construed as constituting the canvassing for, or marketing or advertising of, financial services in South Africa.
To the extent that this Pre-listing Statement is provided to persons outside South Africa the following is noted:
Available Information for Investors in the United States
Neither the Company nor any of its subsidiaries is required to file periodic reports under Section 13 or Section 15(d) of the US Exchange
Act of 1934, as amended (the “Exchange Act”). For so long as any Offer Shares are ‘‘restricted securities’’ within the meaning of
Rule 144(a)(3) of the US Securities Act, the Company will, during any period in which it is neither subject to Section 13 or 15(d) of the US
Exchange Act nor exempt from reporting pursuant to Rule 12g3 – 2(b) of the Exchange Act, provide, upon written request, to holders of
Offer Shares, any owner of any beneficial interest in the Offer Shares or to any prospective purchaser designated by such holder or
owner, the information required to be delivered pursuant to Rule 144A(d)(4) under the US Securities Act. This document is being
furnished by the Company in connection with an offering exempt from the registration requirements of the US Securities Act, solely for
the purpose of enabling a prospective investor to consider the subscription for or acquisition of Offer Shares described herein. The
information contained in this document has been provided by the Company and other sources identified herein or therein. This document
is being furnished on a confidential basis only to persons reasonably believed to be qualified institutional buyers in the United States.
Any reproduction or distribution of this document, in whole or in part, in the United States and any disclosure of their contents or use of
any information herein or therein in the United States for any purpose, other than in considering an investment by the recipient in the Offer
Shares offered hereby or thereby, is prohibited. Each potential investor in the Offer Shares, by accepting delivery of this document agrees
to the foregoing.
Certain Regulatory Issues Related to the United Kingdom
This Pre-listing Statement is only being distributed to and is only directed at: (i) persons who are outside the United Kingdom, or (ii) to
investment professionals falling within Article 19(5) of the Financial Services and Markets Act, 2000 (Financial Promotion) Order 2005 (the
“Order”) or (iii) high net-worth entities falling within Articles 49(2)(a) to (d) of the Order, and other persons to whom it may lawfully be
communicated (all such persons together being referred to as “relevant persons”). This document is directed only at relevant persons
and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this
document relates is available only to relevant persons and will be engaged in only with relevant persons.
Notice to European Economic Area Investors
This Pre-listing Statement has been prepared on the basis that all offers of the Offer Shares would be made pursuant to an exemption
under the Prospectus Directive (as defined below), as implemented in member states of the European Economic Area (the “EEA”), from
the requirement to produce a prospectus for offers of the Offer Shares. Accordingly, any person who made or intended to make any offer
within the EEA of Offer Shares which were subject of the placement contemplated in this Pre-listing Statement could only do so in
circumstances in which no obligation arises for the Company or any of the Banks to produce a prospectus for such offer. Neither the
Company nor any of the Banks has authorised, nor do they authorise, the making of any offer of Offer Shares through any financial
intermediary, other than offers made by the Banks which constitute the final placement of Offer Shares contemplated in this Pre-listing
Statement.
In relation to each member state of the EEA which has implemented the Prospectus Directive (each, a “Relevant Member State”), no Offer
Shares have been offered or will be offered pursuant to the Offer contemplated by this Pre-listing Statement to the public in that Relevant
Member State, except in that Relevant Member State at any time under the following exemptions under the Prospectus Directive, if they
have been implemented in that Relevant Member State:
•

to any legal entity which is a qualified investor as defined in the Prospectus Directive;

•

to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus Directive) subject to obtaining
the prior consent of the Joint Global Co-ordinators for any such offer; or

•

in any other circumstances falling within Article 3(2) of the Prospectus Directive;

provided that no such offer of Offer Shares required the Company or any of the Banks to publish a prospectus pursuant to Article 3 of
the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive.
For the purposes of this legal notice, the expression an “offer to the public” in relation to any Offer Shares in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the Offer and any Offer Shares to be
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offered so as to enable an investor to decide to purchase or subscribe for any Offer Shares, as the same may be varied in that member
state by any measure implementing the Prospectus Directive in that member state, the expression “Prospectus Directive” means Directive
2003/71/EC (as amended, including Directive 2010/73/EU, to the extent implemented in the Relevant Member State), and includes any
relevant implementing measure in each Relevant Member State.
Notice to Canadian Investors
Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if an
offering memorandum such as this Pre-listing Statement (including any amendment thereto) contains a misrepresentation, provided that
the remedies for rescission or damages are exercised by the purchaser within the time limit prescribed by the securities legislation of the
purchaser’s province or territory. The purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s
province or territory for particulars of these rights or consult with a legal advisor.
Stabilisation
In connection with the Offer, Standard Bank as stabilisation manager (the “Stabilisation Manager”) may, on behalf of each of the Banks,
subject to applicable law, over-allot or effect transactions with a view to supporting the market price of the Ordinary Shares at a level
above that which might otherwise prevail for a limited period after the Listing Date. There is, however, no assurance that the Stabilisation
Manager will undertake any such actions and it is under no obligation to do so. Such actions may be effected on the exchange operated
by the JSE, and will be carried out in accordance with the Listings Requirements and other applicable rules and regulations. Such
stabilisation, if commenced, may be discontinued at any time without prior notice and will in any event be discontinued after the
Stabilisation Period. Such stabilising action may under no circumstances continue beyond the 30th calendar day after the Listing Date.
Special Note Regarding Forward-Looking Statements
The following cautionary statements identify important factors that could cause Dis‑Chem’s actual results to differ materially from those
projected in the forward-looking statements made in this Pre-listing Statement. Any statements about the Company’s expectations,
beliefs, plans, objectives, assumptions or future events or performance are not historical facts and may be forward-looking. These
statements are often, but not always, made through the use of words or phrases such as “will”, “will likely result”, “are expected to”, “will
continue”, “believe”, “is anticipated”, “estimated”, “intends”, “expects”, “plans”, “seek”, “projection” and “outlook”. These statements
involve estimates, assumptions and uncertainties that could cause actual results to differ materially from those expressed in them. These
forward-looking statements appear in a number of places throughout this Pre-listing Statement and include statements regarding the
intentions, beliefs or current expectations of the Directors or the Group concerning, among other things, the results of operations,
financial condition, prospects, growth, strategies and dividend policy of the Group and the industry in which it operates. In particular, the
statements under the headings “Summary”, “Risk Factors”, “Business” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” regarding the Company’s strategy and other future events or prospects are forward-looking
statements.
Because the risk factors referred to in this Pre-listing Statement could cause actual results or outcomes to differ materially from those
expressed in any forward-looking statements made in this Pre-listing Statement by the Company or on the Company’s behalf, undue
reliance should not be placed on any of these forward-looking statements. Further, any forward-looking statement speaks only as at the
date on which it is made, and the Company undertakes no obligation to update any forward-looking statement to reflect events or
circumstances after the date on which the statement is made or to reflect the occurrence of unanticipated events. New factors will
emerge in the future, and it is not possible for the Company to predict such factors. In addition, the Company cannot assess the effect
of each factor on Dis‑Chem’s business or the extent to which any factor, or combination of factors, may cause actual results to differ
materially from those described in any forward-looking statements.
Neither the delivery of this Pre-listing Statement nor any sale of securities made hereunder shall under any circumstances imply that there
has been no change in the Company’s affairs or that the information set forth in this Pre-listing Statement is correct as of any date
subsequent to the date hereof.
Presentation of Financial and Other Information
The Group’s financial year ends on the last day of February. The Group’s consolidated financial statements as at and for the years ended
28 February 2014, 28 February 2015 and 29 February 2016, and the condensed consolidated interim financial statements as at and for
the six months ended 31 August 2015 and 2016, contained in this Pre-listing Statement have been prepared in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards Board (“IFRS”). The Group presents its
financial statements in South African Rand. In this Pre-listing Statement, unless otherwise indicated, all amounts are expressed in Rand.
For certain information regarding rates of exchange between Rand and pound sterling, euro and US dollar, see “Exchange Rates and
Exchange Control”.
On 1 January 2016, Dis‑Chem Pharmacies Proprietary Limited (“Dis‑Chem Pharmacies”, the former name of Dis‑Chem) acquired the
business of Dis‑Chem Distribution Proprietary Limited (“Dis‑Chem Distribution”) as a subsidiary through a series of transactions as
described in further detail under “Incorporation and Share Capital – Reorganisation” below. This resulted in the wholesale business of
Dis‑Chem Distribution being consolidated into the Group’s consolidated financial statements for the financial year ended 29 February
2016 in terms of the accounting policy applicable to business combinations under common control. The application of the pooling of
interest (common control) method retrospectively has resulted in the restatement of the Group’s consolidated financial statements for the
years ended 28 February 2014 and 2015.
Some financial information in this Pre-listing Statement has been rounded and, as a result, the numerical figures shown as totals in this
Pre-listing Statement may vary slightly from the exact arithmetic aggregation of the figures that precede them.
This Pre-listing Statement contains certain financial measures that are not defined or recognised under IFRS, including like-for-like
revenue (both for all stores and when excluding the effect of co-located stores), EBIT, EBITDA, EBITDA Margin, average return on equity,
cash conversion and certain key operating metrics such as basket size, loyalty customers and Trading Density.
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See “Management’s Discussion and Analysis of Financial Condition and Results of Operation – Non-IFRS Measures” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operation – Key Operating Metrics” for a discussion of the non-IFRS
measures and key operating metrics used by Dis‑Chem.
The financial information included in this Pre-listing Statement is not intended to comply with United States Securities and Exchange
Commission (“SEC”) requirements. Compliance with such requirements would require, among other things, compliance with requirements
of Regulation S-X under the Exchange Act and the exclusion of certain non-GAAP financial measures.
Market, Economic and Industry Data
Unless otherwise indicated, market data, statistics and information in this document constitute the Directors’ estimates, using underlying
data from independent third parties. The Company obtained market data and certain industry forecasts used in this Pre-listing Statement
from internal surveys, reports and studies, where appropriate, as well as market research, publicly available information and industry
publications, including publications and data compiled by a leading international consulting firm engaged by the Company for the
purposes of assessing the market (the “Market Research”). The Company confirms that the information sourced from third parties has
been accurately reproduced, but neither the Company nor the Banks have independently verified such data. The Company cannot give
any assurance on the accuracy or completeness of, or take any responsibility for, such data. So far as the Company is aware and has
been able to ascertain from information published by such third parties, no facts have been omitted which would render the reproduced
information inaccurate or misleading.
Jurisdiction and Service of Process in the United States and Enforcement of Foreign Judgements in South Africa
The Company is a company incorporated under the laws of South Africa. None of its directors or executive officers are residents of the
United States, and all of its assets and the assets of such persons are located outside the United States. As a result, it may not be
possible for investors to effect service of process within the United States upon such persons or to enforce any judgements obtained in
the courts of the United States against them, and judgements obtained in United States courts, including judgements predicated upon
the civil liability provisions of the securities laws of the United States or any state or territory within the United States.
A foreign judgement is not directly enforceable in South Africa, but constitutes a cause of action which will be enforced by South African
courts, provided that:
•

the court which pronounced the judgement had jurisdiction and international jurisdiction to entertain the case according to the
principles recognised by South African law with reference to the jurisdiction of foreign courts;

•

the judgement is final and conclusive (that is, it cannot be altered by the court which pronounced it);

•

the judgement has not lapsed;

•

the recognition and enforcement of the judgement by South African courts would not be contrary to public policy, including
observance of the rules of natural justice which require the documents initiating the foreign proceeding to have been properly served
on the defendant and that the defendant was given the right to be heard and represented by counsel in a free and fair trial before
an impartial tribunal;

•

the judgement was not obtained by fraudulent means;

•

the judgement does not involve the enforcement of a penal or revenue law of the foreign state; and

•

the enforcement of the judgement is not otherwise precluded by the provisions of the South African Protection of Businesses Act,
1978, as amended.

It is the policy of South African courts to award compensation for the loss or damage actually sustained by the person to whom the
compensation is awarded. Although the award of punitive damages is generally unknown to the South African legal system, such awards
are not necessarily contrary to public policy. However, in terms of the Conventional Penalties Act, 1962 (as amended), a creditor may
not, in respect of an act or omission which is the subject of a penalty stipulation, recover both the penalty and damages or, except where
expressly provided for, damages in lieu of the penalty. Whether the enforcement or recognition of a foreign judgement is contrary to
public policy will depend on the facts of each case. Exorbitant, unconscionable or excessive awards will generally be contrary to public
policy. South African courts cannot enter into the merits of a foreign judgement and cannot act as a court of appeal or review over a
foreign court. South African courts will usually implement their own procedural laws and, where an action based on a contract governed
by a foreign law is brought before a South African court, the capacity of the parties to the contract will usually be determined in
accordance with South African law. It is doubtful whether an original action based on United States federal securities laws can be
brought before South African courts. A plaintiff who is not resident in South Africa may be required to provide security for costs in the
event of proceedings being initiated in South Africa. Furthermore, the rules of the High Courts of South Africa require that documents
executed outside South Africa be authenticated for use in South Africa.
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Summary
The following information does not purport to be complete and should be read as an introduction to the more detailed information
appearing elsewhere in this document including the Historical Financial Information, from which it is partly derived. Any decision by a
prospective investor to invest in the Ordinary Shares should be based on a consideration of this document as a whole, including the
documents incorporated by reference. Investors should therefore read this entire document and not rely solely on this summary.
Overview
Dis‑Chem is a leading pharmacy group in South Africa, having been awarded South Africa’s favourite pharmacy brand and #1 health
and wellness brand by PMR.Africa. Dis‑Chem has a “Pharmacy First” approach, where its customers can always depend on there being
a pharmacist to serve their pharmaceutical needs whenever they enter a Dis‑Chem store. In addition to pharmaceutical products and
services, Dis‑Chem’s retail pharmacies also sell personal care and beauty, healthcare and nutrition and baby care products as well as
confectionary, dry grocery, household and other ancillary products. As at 29 February 2016, Dis‑Chem had 98 stores in South Africa and
one partner store in Namibia. Since 29 February 2016, it has agreed lease terms for a further 29 stores, of which two are in Namibia and
three are already trading.
Dis‑Chem is also in the wholesale business of serving third parties and Dis‑Chem retail pharmacies through CJ Distribution. Over time,
Dis‑Chem intends to expand CJ Distribution’s operations into the distribution business, whereby it would serve both wholesalers and
retailers.
In the 2016 financial year, the Group generated revenue of R15.5 billion, turnover of R15.1 billion and EBITDA of R1.1 billion. The Retail
Business and the CJ Distribution accounted for 90% and 10% of Dis‑Chem’s EBITDA excluding inter-Group amounts for this period,
respectively.
Competitive strengths
The Directors believe that the Group’s competitive strengths consist of five pillars:
1.

A winning retail business model with a customer centric strategy.

2.

Positioning within an industry poised to benefit from strong fundamentals.

3.

A sophisticated infrastructure which will cater for medium-term growth in both retail and wholesale businesses.

4.

Proven financial metrics and track record.

5.

A highly experienced founder-led management team.

These pillars are described in “Business – Competitive Strengths”.
Strategy
Dis‑Chem’s vision is to be the leading retail pharmacy in South Africa. Dis‑Chem aims to continue growing its market share across its
product offering by focusing on the customer and building on Dis‑Chem’s brand positioning. Furthermore, Dis‑Chem expects to maintain
its category leadership by being responsive to consumer preferences and trends, such as food and sport supplements trends, beauty
salon products and treatments.
The Company intends to achieve this through four pillars of growth:
1.

Increasing Dis‑Chem’s store footprint.

2.

Driving secondary retail opportunities through innovation.

3.

Driving margins by leveraging Dis‑Chem’s existing head office cost base.

4.

Expanding CJ Distribution.

These pillars are described in “Business – Strategy”.
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Summary of the Offer
The Offer

The Offer comprises an offer for subscription by the Company of up to 238,405,268 Offer Shares.
The Offer Price Range will be between R16.25 and R20.25 per Offer Share.
The Offer Price Range is indicative only and may change during the course of the Offer, and the Offer Price may
be set within, above or below the Offer Price Range. The initial Offer Price for the Offer Shares will be determined
by the Company and the Repurchase Shareholders after consultation with the Joint Global Co-ordinators,
following a bookbuilding process. The Offer Price may differ significantly from prices prevailing in over-thecounter transactions and price quotations that have historically been available. See “Particulars of the Offer” for
further information:
The Offer Shares will represent approximately 27.5% of the issued Ordinary Shares of the Company on the
Listing Date (after the issue of Ordinary Shares in connection with the acquisition of non-controlling interests in
certain of Dis-Chem’s partner stores).
The Offer consists of:
•

an offering to (i) selected institutional investors in South Africa who fall within one of the specified categories
listed in section 96(1)(a) of the South African Companies Act or (ii) selected persons, each acting as principal,
acquiring Offer Shares for a total acquisition cost of R1,000,000 or more, as contemplated in section 96(1)(b)
of the South African Companies Act, in each case, to whom the Offer will be specifically addressed and will
only be capable of acceptance by such addressees;

•

an offering in the United States to persons who are reasonably believed to be “qualified institutional buyers”
or “QIBs” (as defined in Rule 144A) in reliance on Rule 144A or pursuant to another exemption from, or in
transactions not subject to, the registration requirements of the US Securities Act; and

•

an offering outside South Africa and the United States to selected institutional investors in reliance on
Regulation S.

The Offer is not an invitation to the general public to subscribe for or purchase the Offer Shares in any jurisdiction.
Use of proceeds and The gross proceeds from the allotment and issue of the Offer Shares receivable by the Company will be
reasons for the Offer approximately R4,325 million, before deduction of commissions, fees and estimated expenses payable by the
Company, which are expected to be approximately R149 million. Of the approximately R149 million, R116 million
will be deducted from the Total Share Repurchase Price to be paid to the Repurchase Shareholders pursuant to
the Repurchase Agreement. The Company intends to use the net proceeds received by it under the Offer to pay
the Total Share Repurchase Price (R3,575 million), to pay down R700 million of existing debt, with the remainder
of such proceeds for general corporate purposes.
The figures in the above paragraph are based on the following assumptions: (i) that the Offer Price is set at the
mid-point of the Offer Price Range; (ii) that the Repurchase Shareholders sell a sufficient number of Repurchase
Shares to achieve a “free float” of 28.3% (after the issue of Ordinary Shares in connection with the acquisition of
non-controlling interests in certain of Dis-Chem’s partner stores); (iii) that the Company issues sufficient Offer
Shares to raise gross proceeds of R750 million plus the amount of the Total Share Repurchase Price; and (iv) that
the Put Option is not exercised.
The Directors believe that the Listing is the next phase in Dis‑Chem’s growth and that the Offer and the Listing
will:

Share Repurchase

•

enhance Dis‑Chem’s profile with investors, business partners and members;

•

position Dis‑Chem to further pursue its strategic growth plan;

•

enable access to capital markets if necessary for future growth;

•

assist the Company in recruiting, retaining and incentivising members of Senior Management and employees;

•

diversify the Company’s Shareholder base; and

•

create a liquid market for the Ordinary Shares going forward.

The Company shall repurchase, contemporaneously with the subscription for and the allotment and issue of the
Offer Shares, 195,906,541 issued ordinary shares (the “Repurchase Shares”) (assuming the Offer Price is set at
the mid-point of the Offer Price Range and the Repurchase Shareholders sell a sufficient number of Repurchase
Shares to achieve a “free float” of 28.3% (after the issue of Ordinary Shares in connection with the acquisition of
non-controlling interests in certain of Dis-Chem’s partner stores and assuming that the Put Option is not
exercised)) in its capital at the Offer Price. The Company has entered into an agreement (the “Repurchase
Agreement”), dated 28 October 2016, with the Repurchase Shareholders pursuant to which it will effect the
Share Repurchase, and each of the Repurchase Shareholders will be accountable for a portion of the expenses
relating to the Listing in proportion to the number of Repurchase Shares as a percentage of the total Offer Shares.
The Share Repurchase was approved by a special resolution of shareholders dated 20 October 2016.
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Indicative timetable

The following table provides the expected dates of certain important steps related to the Offer:
Publication of the Pre-listing Statement and the abridged
Pre-listing Statement on SENS:
28 October 2016
Opening date of the Offer:
09:00 on 28 October 2016
Expected last date for indications of interest for purposes of the bookbuild:
12:00 on 14 November 2016
Expected Pricing Date:
15 November 2016
Offer Price released on SENS:
15 November 2016
Successful applicants advised of allocations:
16 November 2016
Offer Price published in the press:
16 November 2016
Settlement and expected Listing Date on the exchange operated by the JSE:
18 November 2016
Any material change will be released on SENS and published in the South African
press.

Joint Global Coordinators

The Joint Global Co-ordinators for the Offer are Goldman Sachs, Investec and Standard Bank.

Joint Bookrunners

The Joint Bookrunners for the Offer are Goldman Sachs, Investec, Standard Bank and BofA Merrill Lynch.

Put Option

In connection with the Offer, Ivlyn Proprietary Limited (the “Major Shareholder”) has granted the Stabilisation
Manager, on behalf of each of the Banks, an option (the “Put Option”) which is exercisable in whole or in part,
upon notice by the Stabilisation Manager, on or before the end of the Stabilisation Period. Pursuant to the Put
Option, the Stabilisation Manager may require the Major Shareholder to purchase up to 31,096,339 Shares held
by the Stabilisation Manager as a result of stabilisation transactions at the Offer Price, comprising up to
approximately 13% of the total number of Offer Shares.

Admission and
Listing

The JSE has granted the Company approval for a listing in respect of up to 866,545,598 Ordinary Shares (the
“Listing”) in the “Food and Drug Retailers” sector under the abbreviated name “Dis-Chem”, share code “DCP”
and ISIN: ZAE000227831 subject to the fulfilment of certain conditions (including the JSE’s liquidity free float
requirement, as set out in the Listings Requirements, being attained).

Lock-up
arrangements

The Company is subject to certain lock-up arrangements pursuant to the Placement Agreement and the
Repurchase Shareholders (save for Business Venture Investments No. 1651 Proprietary Limited (RF), which will
dispose of all its shares in the Company under the Share Repurchase) and the Executive Directors and certain
members of Senior Management (some of whom hold their ordinary Shares through a Repurchase Shareholder)
are subject to certain lock-up arrangements pursuant to separate lock-up agreements under which they have
agreed not to issue, sell or otherwise dispose of any Ordinary Shares or any securities substantially similar to the
Ordinary Shares (as the case may be) for a specified period after the date of Listing, subject to certain exceptions,
without the consent of the Joint Global Co-ordinators (for themselves and on behalf of the Banks). In the case of
the Company, these limitations will apply for a period of 180 days after the date of Listing. In the case of the
Repurchase Shareholders (save for Business Venture Investments No. 1651 Proprietary Limited (RF)), the
Directors and members of Senior Management, these limitations will apply for a period of 365 days after the date
of Listing.
For further details on the terms of the lock-up agreements, see Annexure 11.

Joint Transaction
Sponsors

Investec and Standard Bank are the Joint Transaction Sponsors for the Company.

Stabilisation Manager Standard Bank is the Stabilisation Manager for the Offer.

10

Summary Consolidated Historical Financial Information
The following summary consolidated historical financial information is derived from the audited historical financial information of Dis‑Chem
as at and for the financial years ended 28 February 2014, 28 February 2015 and 29 February 2016, and the condensed interim historical
financial information as at and for the six months ended 31 August 2015 and 2016, all of which were prepared in accordance with IFRS
and IAS 34: Interim Financial Reporting, respectively.
The historical financial information of the Group as at and for the financial years ended 28 February 2014, 28 February 2015 and
29 February 2016 in Annexure 1 of this Pre-listing Statement has been audited by Ernst & Young Inc., independent reporting accountants,
as stated in their report appearing in Annexure 3 of this Pre-listing Statement.
The condensed interim historical financial information of the Group as at and for the six months ended 31 August 2015 and 2016
presented in Annexure 3 of this Pre-listing Statement has been reviewed by Ernst & Young Inc., independent reporting accountants, as
stated in their report appearing in Annexure 4 of this Pre-listing Statement.
The summary consolidated financial and other information presented below should be read in conjunction with “Management’s Discussion
and Analysis of Financial Condition and Results of Operations”, and the consolidated historical financial information and the condensed
interim historical financial information included in Annexure 1 and Annexure 3 of this Pre-listing Statement.
Income Statement Data
Restated
Year ended
28 February
2014

Restated
Year ended
28 February
2015

Revenue

10,619,018

13,281,824

15,508,284

7,474,442

8,718,914

Turnover
Cost of sales

10,320,999
(7,845,447)

12,910,594
(9,917,018)

15,061,293
(11,534,533)

7,219,289
(5,548,259)

8,478,300
(6,465,978)

Gross profit
Other income
Other expenses
Transaction costs

2,475,552
290,733
(2,155,396)
–

2,993,576
364,814
(2,681,942)
–

3,526,760
439,676
(3,059,758)
–

1,671,030
251,868
(1,431,960)
–

2,012,322
228,978
(1,702,003)
(3,000)

Operating profit
Net finance costs

610,889
(1,464)

676,448
(19,064)

906,678
(89,151)

490,938
(31,803)

536,297
(121,810)

7,286
(8,750)

6,416
(25,480)

7,315
(96,466)

3,285
(35,088)

11,636
(133,446)

Year ended
29 February Six months ended 31 August
2016
2015
2016

R’000 (unless otherwise noted)

Finance income
Finance costs
Share of profit from an associate
Profit before taxation
Taxation

65

59

344

201

501

609,490
(182,096)

657,443
(187,552)

817,871
(242,116)

459,336
(135,853)

414,988
(117,115)

Profit for the year
Other comprehensive income

427,394
–

469,891
–

575,755
–

323,483
–

297,873
–

Total comprehensive income for the year, net of tax

427,394

469,891

575,755

323,483

297,873

Profit attributable to:
– Equity holders of the parent
– Non-controlling interests

408,593
18,801

433,654
36,237

512,775
62,980

298,463
25,020

269,603
28,270

427,394

469,891

575,755

323,483

297,873

231.5
231.5

239.2
239.2

212.0
212.0

164.2
164.2

33.9
33.9

231.6
231.6

239.1
239.1

206.0
206.0

164.0
164.0

33.9
33.9

Earnings per share (cents):
– Basic
– Diluted
Headline earnings per share (cents):
– Basic
– Diluted
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Balance Sheet Data
Restated
As at
28 February
2014

Restated
As at
28 February
2015

As at
29 February
2016

As at 31 August
2015
2016

R’000
ASSETS
Non-current assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investments in associates

358,424
207,934
25,457
123,035
1,998

462,969
291,401
31,406
138,552
1,610

1,064,929
918,979
35,253
108,762
1,935

1,062,365
937,959
30,168
92,426
1,812

1,077,687
925,136
32,211
117,904
2,436

Current assets
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents

2,598,326
1,925,327
567,493
14,724
67,446
23,336

3,070,001
2,334,035
607,683
62,958
38,373
26,952

4,104,904
2,806,572
767,807
198,672
58,644
273,209

3,233,839
2,375,443
591,072
105,632
75,481
86,211

4,100,812
2,862,856
814,944
247,056
54,587
121,369

Total assets

2,956,750

3,532,970

5,169,833

4,296,204

5,178,499

EQUITY AND LIABILITIES
Equity attributable to equity holders of parent

941,512

1,218,194

722,566

1,371,846

104,048

Share capital
Retained earnings
Common control reserve

178,401
619,829
143,282

199,101
857,111
161,982

1,352,074
361,483
(990,991)

199,101
1,010,763
161,982

1,352,074
(257,035)
(990,991)

Non‑controlling interests

63,578

83,346

117,117

100,453

119,479

1,005,090

1,301,540

839,683

1,472,299

223,527

196,449
2,938
193,511

248,296
2,207
246,089

822,551
651,679
170,872

796,704
631,159
165,545

846,359
670,845
175,514

Current liabilities
Trade and other payables
Employee obligations
Deferred revenue
Finance lease liability
Loans payable
Taxation payable
Bank overdraft

1,755,211
1,194,493
58,814
89,219
2,453
345,096
4,167
60,969

1,983,134
1,305,040
87,419
65,342
2,467
32,150
18,469
472,247

3,507,599
1,754,293
102,441
77,026
2,541
27,026
14,564
1,529,708

2,027,201
1,223,992
81,345
65,378
2,467
134,571
–
519,448

4,108,613
1,620,414
98,451
85,828
2,420
12,624
–
2,288,876

Total equity and liabilities

2,956,750

3,532,970

5,169,833

4,296,204

5,178,499

Total equity
Non-current liabilities
Finance lease liability
Operating lease liability

Net asset value per share (cents)
Net tangible value per share (cents)
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347.2
287.7

28.1
9.2

Cash Flow Data
Year ended
28 February
2014

Year ended
28 February
2015

Year ended
29 February Six months ended 31 August
2016
2015
2016
R’000

Cash flow from operating activities
Cash inflow from trading operations
Movement in working capital
Finance income
Finance costs paid
Taxation paid
Dividends paid

51,903
820,353
(104,939)
7,286
(8,750)
(259,229)
(402,818)

(234,976)
859,320
(702,697)
6,416
(25,480)
(159,694)
(212,841)

(668,312)
991,682
(326,868)
7,315
(66,327)
(236,502)
(1,037,612)

112,649
479,113
(46,584)
3,285
(25,137)
(145,304)
(152,724)

(806,712)
622,538
(300,082)
11,636
(114,400)
(136,763)
(889,641)

Cash flow from investing activities
Additions to property, plant and equipment and
intangible assets to maintain operations
Additions to property, plant and equipment and
intangible assets to expand operations
Proceeds on disposal of property, plant and equipment
and intangible assets
Decrease/(increase) in investments
Acquisition of subsidiary net of cash acquired

(199,650)

(211,369)

(142,892)

(100,591)

(79,908)

(19,960)

(43,370)

(44,930)

(21,658 )

(25,435)

(70,099)

(168,574)

(179,721)

(79,433)

(55,221)

136
(2,036)
(107,691)

246
329
–
38,683
20,700
18,700
–
(717)

81,759
–
–

500
–
–

–
–
–
–
–

–
–
–
–
–

748
–
–

Cash flow from financing activities
Shares issued (Dis‑Chem Pharmacies)
Shares issued (Dis‑Chem Distribution)
Acquisition of non-controlling interest
Increase/(decrease) in finance lease

176,708
89,201
83,240
–
4,267

(24,388)
–
–
(24,388)
–

Net (decrease)/increase in cash and cash
equivalents
Cash and cash equivalents at beginning of year

28,961
(66,594)

(407,662)
(37,633)

(811,204)
(445,295)

12,058
(445,295)

(911,008)
(1,256,499)

Cash and cash equivalents at end of year

(37,633)

(445,295)

(1,256,499)

(433,237)

(2,167,507)

Year ended
28 February
2014

Year ended
28 February
2015

EBIT, EBITDA and EBITDA margin(1)
Year ended
29 February Six months ended 31 August
2016
2015
2016

R millions (unless otherwise noted)
EBIT
Retail
Wholesale
EBITDA
Retail
Wholesale
EBITDA margin
Retail
Wholesale

611
639
(8)
715
730
6
6.9%
7.3%
0.2%

677
774
(79)
799
866
(48)
6.2%
7.5%
(0.8%)

907
900
71
1,058
1,014
108
7.0%
7.5%
1.2%

491
452
62
566
507
82
7.8%
7.8%
2.0%

536
571
(4)
614
633
12
7.2%
8.3%
0.2%

(1) Figures provided for the Retail Business and CJ Distribution do not sum to Group EBIT, Group EBITDA and Group EBITDA margin as the Group amounts exclude
inter-Group amounts.

Pro Forma Consolidated Financial Information
The pro forma consolidated statement of comprehensive income and the pro forma consolidated statement of financial position (together,
the “pro forma financial information”) have been prepared to show the financial effects of:
–– the acquisition of Minlou Holdings Proprietary Limited’s minority shareholding in CJ Pharmaceuticals Enterprises Proprietary Limited
(“CJ Pharmaceuticals”), CJ Pharmaceutical Marketing Proprietary Limited (“CJ Marketing”), The Local Choice Proprietary Limited
(“The Local Choice”), Pharmacy Development Academy Proprietary Limited (“Pharmacy Development Academy”) and Evening Star
Proprietary Limited (“Evening Star”) (each a “CJ Company,” and together, the “CJ Group”);
–– the acquisition of the non-controlling shareholders’ interests in nine of Dis‑Chem’s partner stores;
–– the impact of the primary capital raise pursuant to the Listing and the effect on the capital structure;
–– the impact of the Share Repurchase;
–– the share incentive schemes;
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–– the transaction costs associated with the Listing; and
–– change in the finance lease terms as a result of the Listing.
(collectively “the Pro Forma Adjustments”)
The pro forma financial information is prepared for the interim period ending 31 August 2016 for purposes of the consolidated statement
of comprehensive income and as at 31 August 2016 for purposes of the consolidated statement of financial position. The pro forma
financial information has been prepared for illustrative purposes only, to provide information about how the Pro Forma Adjustments might
have affected the financial information presented by Dis‑Chem and, because of their pro forma nature, may not give a fair reflection on
Dis‑Chem’s financial position or results of operations after the Pro Forma Adjustments.
The Directors are responsible for the preparation of the pro forma financial information. The pro forma financial information has been
prepared using accounting policies that are consistent with IFRS and with the basis on which the historical financial information has been
prepared in terms of the accounting policies of Dis‑Chem. The pro forma financial information has been prepared in accordance with the
Listings Requirements and the revised Guide on Pro Forma Financial Information issued by the South African Institute of Chartered
Accountants (“SAICA”).
The independent reporting accountants’ assurance report on the compilation of the pro forma financial information is included as
Annexure 6 to this Pre-listing Statement. Such report is included solely to comply with the requirements of the Listings Requirements in
South Africa. Such pro forma consolidated financial information has not been prepared in accordance with Regulation S-X of the
Securities Act or generally accepted accounting principles in the United States. In addition, the rules and regulations related to the
preparation of pro forma consolidated financial information in other jurisdictions may also vary significantly from the requirements
applicable in South Africa. The reporting on the pro forma consolidated financial information by Ernst & Young Inc. has not been carried
out in accordance with the auditing standards generally accepted in the United States and accordingly, should not be relied upon by
investors in the United States as if it had been carried out in accordance with those standards or any other standards besides the South
African requirements mentioned above.
Pro forma consolidated statement of comprehensive income for the interim period ending 31 August 2016

Figures in R’000

Before(1)

Acquisition
of the CJ
Group(2)

Acquisition
of noncontrolling
interests
in partner
stores(3)

Impact
of the
primary
capital
raise(4)

Impact of
the Share
Repurchase
and effect
of the
capital
structure(5)

Incentive
schemes(6)

Listing
costs(7)

Change
in finance
lease
terms(8)

After the
pro forma
adjustments
8,783,665

Revenue

8,718,914

25,295

–

–

–

–

–

39,456

Turnover
Cost of sales

8,478,300
(6,465,978)

25,704
(19,701)

–
–

–
–

–
–

–
–

–
–

–
–

Gross profit
Other income
Other expenses
Transaction costs

2,012,322
228,978
(1,702,003)
(3,000)

6,003
(467)
(3,003)
–

–
–
–
–

–
–
–
–

–
–
–
–

–
–
(4,351)
–

–
–
–
(3,662)

–
–
(533)
–

2,018,325
228,511
(1,709,890)
(6,662)

Operating profit
Net finance costs

536,297
(121,810)

2,533
58

–
(5,475)

–
–

–
30,653

(4,351)
–

(3,662)
–

(533)
36,495

530,284
(60,079)

Interest received
Interest paid

11,636
(133,446)

58
–

–
(5,475)

–
–

–
30,653

–
–

–
–

39,456
(2,961)

51,150
(111,229)

–

–

–

–

Share of profit from
associates

501

(501)

–

Profit before taxation
Taxation

414,988
(117,115)

2,090
(656)

(5,475)
–

Total comprehensive
income for the year,
net of tax

297,873

1,434

(5,475)

269,603

6,838

8,241

28,270

(5,404)

269,603
28,270

Profit attributable to:
Owners of the parent
Non-controlling
interest
Total comprehensive
income attributable
to:
Owners of the parent
Non-controlling
interest
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–
–

–

8,504,004
(6,485,679)

–

30,653
(8,583)

(4,351)
1,218

(3,662)
–

35,962
(10,070)

470,205
(135,206)

22,070

(3,133)

(3,662)

25,892

334,999

–

22,070

(3,133)

(3,662)

25,892

325,849

(13,716)

–

–

–

9,150

6,838

8,241

–

22,070

25,892

325,849

(5,404)

(13,716)

–

–

–

9,150

–

(3,133)
–

–

(3,662)
–

Figures in R’000

Before(1)

Acquisition
of the CJ
Group(2)

Earnings per share
(cents)
33.9
Diluted earnings per
share (cents)
33.9
Headline earnings per
share (cents)
33.9
Diluted headline
earnings per share
(cents)
33.9
Issued number of
794,446,200 18,974,700
ordinary shares
Weighted average
number of ordinary
shares in issue
794,446,200 18,974,700
Weighted average
diluted number of
ordinary shares in
issue
794,446,200 18,974,700
Earnings attributable
to owners of the
parent
269,603
6,838
Profit on sale of assets
(398)
–
Taxation
111
–
Headline earnings

269,316

6,838

Acquisition
of noncontrolling
interests
in partner
stores(3)

Impact
of the
primary
capital
raise(4)

Impact of
the Share
Repurchase
and effect
of the
capital
structure(5)

Incentive
schemes(6)

Listing
costs(7)

Change
in finance
lease
terms(8)

After the
pro forma
adjustments
37.9
37.9
37.8

37.8
6,206,923 237,002,431 (195,906,541)

–

–

– 860,723,713

6,206,923 237,002,431 (195,906,541)

–

–

– 860,723,713

6,206,923 237,002,431 (195,906,541)

50,812

–

– 860,774,525

8,241
–
–

–
–
–

22,070
–
–

(3,133)
–
–

(3,662)
–
–

25,892
–
–

325,849
(398)
111

8,241

–

22,070

(3,133)

(3,662)

25,892

352,562

(1) The financial information in the “Before” column has been extracted without adjustment from the reviewed interim condensed consolidated financial information of
Dis‑Chem which is set out in Annexure 3. The financial statements of Dis‑Chem were reviewed by Ernst & Young Inc. who issued an ISRE 2410 review report on
the interim historical financial information.
(2) On 1 September 2016, Dis‑Chem acquired Minlou Holdings Proprietary Limited’s interest in the CJ Group. The column entitled “Acquisition of the CJ Group” is
based on the following assumptions:
i.

Pharmacy Development Academy and Evening Star were treated as associates before 1 September 2016. Dis‑Chem will control these entities after the
acquisition of Minlou Holdings Proprietary Limited’s interest in these entities, and consequently the relevant income from associate has been reversed and the
income statement line items have been consolidated;

ii

CJ Pharmaceutical, CJ Marketing and Local Choice became wholly owned subsidiaries of Dis‑Chem with a resultant decrease in the profit attributable to noncontrolling interest and an increase in profit attributable to the owners of the parent;

iii.

126,498 Dis‑Chem shares (before the 150-to-1 share split; equivalent to 18,974,700 Dis‑Chem shares after the share split) were issued to Minlou Holdings
Proprietary Limited as consideration; and

iv.

This adjustment is expected to have a continuing effect on Dis‑Chem.

(3) Dis‑Chem has agreed to acquire the non-controlling interests in nine of its partner stores on Listing. The column titled “Acquisition of non-controlling shareholders’
interests in partner stores” is based on the following assumptions:
i.

The non-controlling interests are being acquired on Listing for an upfront consideration (R36 million in cash and R113 million in new Dis‑Chem shares
(6,206,923 new Dis‑Chem shares based on the mid-point of the Offer Price Range)) and a deferred consideration of a further 1x profit, of each respective
partner stores, times the respective minority interests each year for five years to be paid in cash if performance targets are met;

ii.

The adjustment is based on performance targets that will be agreed on an annual basis with each selling non-controlling shareholder. It is assumed that the
partner stores will meet the performance targets in all five years and that the selling non-controlling shareholders will therefore be entitled to the deferred
consideration. The present value of estimated deferred consideration is recognised as a liability which is unwound over the five-year period;

iii.

A discount rate of 12.9% has been used to present value the deferred consideration. It is assumed that this discount rate is applicable at the both the
beginning and end of the period presented for the pro forma financial information, and hence no fair value adjustment is recorded;

iv.

The interest expense associated with the unwind of the deferred consideration liability is assumed to be of a capital nature for tax purposes and therefore has
no tax impact;

v.

This adjustment is expected to have a continuing effect on Dis‑Chem.

(4) The column entitled “Impact of the primary capital raise” reflects that there will be no impact on the Statement of Comprehensive Income as a result of the primary
capital raise of R4,325 million (based on the mid-point of the Offer Price Range).
(5) The column entitled “Impact of the Share Repurchase and the effect on the capital structure” comprises the reversal of the interest charge and related tax effect as
a result of the reduction in interest-bearing debt and is based on the following assumptions:
i.

R750 million of the capital raised on listing will be retained by the Company of which R700 million will be used to reduce Dis‑Chem’s interest-bearing debt,
while the residual R50 million will be used for general corporate purposes, which are not anticipated to have any impact on the Statement of Comprehensive
Income;

ii.

The interest-bearing debt bears interest at three-month JIBAR plus 1.4% (8.758%) and is tax deductible; and

iii.

This adjustment is expected to have a continuing effect on Dis‑Chem.

The Share Repurchase by Dis‑Chem of some of the shares from the Dis‑Chem shareholders on Listing at the Offer price, which based on the mid-point of the Offer
Price Range will be equal to R3,575 million, has no impact on the Statement of Comprehensive Income.
(6) Dis‑Chem has introduced a new incentive scheme which will come into effect post Listing. The column entitled “Incentive schemes” is based on the following
assumptions:
i.

Share appreciation rights plan:
– Number of share appreciation rights issued: 3,921,595;
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– Value of each share appreciation right: R5.98 (key assumptions in determining the value: share price: R18.25, being the mid-point of the Offer Price Range;
strike price:R18.25; volatility: 25.00%; risk free rate: 8.65%; dividend yield: 2.00%; attrition rate 5.00%; exercise multiple: 1.80; all vesting targets met);
ii

Forfeitable share plan:
– Number of shares issued under the forfeitable share plan: 304,872;
– Expected value of the forfeitable shares: R18.25 (key assumptions in determining the value: the share price is the mid-point of the Offer Price Range; attrition
rate: 5.00%, dividend frequency: half yearly);

iii.

Vesting period for both share incentive plans: three years; and

iv.

This adjustment is expected to have a continuing effect on Dis‑Chem.

(7) Once off listing costs of R149 million will be incurred by Dis‑Chem, however, a portion of the capital raising fees will be recouped from the shareholders that will be
party to the Share Repurchase. The column titled “Listing costs” is based on the following assumptions:
i.

The costs are assumed to be of a capital nature for tax purposes and therefore have no tax impact;

ii.

The mid-point of the offer range has been used to estimate the capital raising fees due to the Joint Bookrunners;

iii.

The fees payable to the Joint Bookrunners and 80% of the fees payable to the legal advisers and reporting accountant relate to the capital raise (the “Capital
Raising Fees”);

iv.

The percentage of the Capital Raising Fee recouped from the shareholders participating in the Share Repurchase is the primary capital raised to fund the
Share Repurchase over the total primary capital raised (17% borne by the Company and 83% by the shareholders participating in the Share Repurchase);
and

v.

80% of the total costs after the recoupment will be capitalised against share capital while the rest of the costs will be expensed.

(8) Dis‑Chem has renegotiated the lease terms on its Johannesburg distribution centre which is contingent on the Listing. As the change in the lease terms will be
material, the original finance lease liability and asset has been derecognised and a new finance lease liability and asset have been recognised. The adjustments
reflected in the column titled “Change in finance lease terms” reflects the changes in depreciation, interest and tax due to the change in lease terms and is based
on the following revised terms that will cause a reduction in interest charge due to a lower effective interest rate:
i.

Annual escalation of 8%, subject to review by an independent expert valuer on 1 June 2022, 2029, 2036 and 2043 respectively for the purpose of determining
that the rental payable is on market-related terms;

ii.

Effective interest rate of 9.93%; and

iii.

The overall lease term remains 30 years.

(9) Dis‑Chem’s total issued number of shares and weighted average number of shares is 794,446,200 after the 150-for-1 share split but before the impact of the
Pro Forma Adjustments.
(10) None of the Pro Forma Adjustments are added back in the calculation of headline earnings.

Pro forma statement of financial position as at 31 August 2016

Figures in R’000
Assets
Non-current
assets
Property, plant
and equipment
Intangible assets
Deferred taxation
Investments in
associates

Acquisition
of noncontrolling
Acquisition
interests
in partner
of the CJ
Before(1)
Group(2)
stores(3)

1,077,687
925,136
32,211
117,904
2,436

(1,202)

Impact
of the Share
Impact Repurchase
and the
of the
effect on
primary
capital the capital
raise(4) structure(5)

Incentive
schemes(6)

Listing
costs(7)

Change in
finance
After the
lease
pro forma
terms(8) adjustments

–

–

–

–

–

(2,210)

1,074,275

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

16,427
–
(18,637)

942,010
32,998
99,267

(2,436)

–

–

–

–

–

447
787
–

4,111,461

–

2,869,435

–
–

820,086
245,530

17,649

–

4,325,294

Inventories
Trade and other
receivables
Loans receivable
Taxation
receivable
Cash and cash
equivalents

2,862,856

6,579

–

–

–

–

12,142
(1,526)

–
–

–
–

–
–

–
–

–

–

–

–

55,041

–

–

121,369

Total assets

54,587

454

–

–

121,369

–

–

4,325,294

(4,325,294)

–

5,178,499

16,447

–

4,325,294

(4,325,294)

–

(7,000)

–

4,100,812
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–

–

Current assets

814,944
247,056

(4,325,294)

–

–
(7,000)
–

(7,000)

(2,210)

5,185,736

Figures in R’000
Equity and
liabilities
Equity
attributable to
equity holders of
the parent
Share capital
Common control
reserve
Share-based
payment reserve
Retained earnings

Acquisition
of noncontrolling
interests
Acquisition
in partner
of the CJ
Before(1)
stores(3)
Group(2)

Impact
of the Share
Impact Repurchase
and the
of the
effect on
primary
capital the capital
raise(4) structure(5)

104,048

76,453

(100,283)

4,325,294

1,352,074

346,288

113,276

4,325,294

–

–

–

(990,991)

(3,575,294)

Incentive
schemes(6)

–

(30,311)

47,923

847,830

–

–

(26,649)

–

6,110,283

–

–

–
(257,035)

–
(269,835)

–
(213,559)

–

Non-controlling
interest

119,479

(67,023)

(28,799)

–

Total equity

223,527

9,430

(129,082)

4,325,294

Liabilities
Non-current
liabilities

846,359

970

70,033

–

–

–

670,845

198

–

–

–

–

772

–

–

–

–

70,033

175,514

–

4,108,613

Finance lease
liability
Loans from
shareholders
Provision for
contingent
consideration
Operating lease
liability
Current liabilities

Listing
costs(7)

Change in
finance
After the
lease
pro forma
terms(8) adjustments

–
(3,575,294)
–

–

–
(3,662)

(990,991)

–
47,923

–
(4,271,462)
23,657

47,923

871,487

–

(50,133)

867,229

–

–

(50,133)

620,910

–

–

–

–

772

–

–

–

–

–

70,033

–

–

–

–

–

–

175,514

6,047

59,049

–

–

23,311

–

3,447,020

1,620,414

9,775

–

–

–

–

(10,000)

–

1,620,189

98,451
85,828

4
–

–
–

–
–

–
–

–
–

–
–

–
–

98,455
85,828

2,420

–

–

–

–

–

–

–

2,420

–
–

–
–

–
–

–
–
–

22,599
12,621
–
1,604,908

(750,000)

–

–

–

–

(3,575,294)

–

–

(30,311)

Trade and other
payables
Employee
obligations
Deferred revenue
Finance lease
obligation
Provision for
contingent
consideration
Loans payable
Taxation payable
Bank overdraft

–
12,624
–
2,288,876

–
(3)

22,599

–
–

(3,729)

36,450

–

(750,000)

–

33,311

Total liabilities

4,954,972

7,017

129,082

–

(750,000)

–

23,311

(50,133)

4,314,249

Total equity and
liabilities

5,178,499

16,447

–

4,325,294

(4,325,294)

–

(7,000)

(2,210)

5,185,736

NAV per share
(cents)
28.1
Tangible NAV per
share (cents)
9.2
Number of
ordinary shares in
issue at the end of
the period
794,446,200

101.3
85.9

18,974,700

6,206,923 237,002,431 (195,906,541)

–

–

–

860,723,713

(1) The financial information in the “Before” column has been extracted without adjustment from the reviewed interim condensed consolidated financial information of
Dis‑Chem which is set out in Annexure 3. The financial statements of Dis‑Chem were reviewed by Ernst & Young Inc. who issued an ISRE 2410 review report on the
interim historical financial information.
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(2) On 1 September 2016, Dis‑Chem acquired Minlou Holdings Proprietary Limited’s interest in the CJ Group. The column entitled “Acquisition of the CJ Group” is
based on the following assumptions:
i.

Pharmacy Development Academy and Evening Star were treated as associates before the effective date. Dis‑Chem will control these entities after the
acquisition of Minlou Holdings Proprietary Limited’s interest, and consequently the relevant investment in associate balance has been reversed and the fair
value of their assets and liabilities have been consolidated in the statement of financial position and goodwill has been recognised for the excess of the
purchase consideration over the net asset value;

ii.

CJ Pharmaceutical, CJ Marketing and Local Choice became wholly owned subsidiaries of Dis‑Chem with a resultant decrease in the non-controlling interest; and

ii.

126,498 Dis‑Chem shares (before the 150-to-1 share split; equivalent to 18,974,700 Dis‑Chem shares after the share split) were issued to Minlou Holdings
Proprietary Limited as consideration, which based on the mid-point of the Offer Price Range equals a total consideration of R346 million.

(3) Dis‑Chem has agreed to acquire the non-controlling shareholders’ interests in nine of its partner stores on Listing. The column titled “Acquisition of non-controlling
shareholders’ interests in partner stores” is based on the following assumptions:
i.

The non-controlling shareholders’ interests are being acquired for an upfront consideration (R36 million in cash and R113 million in new Dis‑Chem shares
(6,206,923 new Dis‑Chem shares based on the mid-point of the Offer Price Range)) and a deferred consideration of a further 1x profit, of each of the respective
partner stores, times the respective minority interests each year for five years to be paid in cash if performance targets are met;

ii.

The adjustment is based on performance targets that will be agreed on an annual basis with each selling non-controlling shareholder. It is assumed that the
partner stores will meet the performance targets in all five years and that the selling non-controlling shareholders will therefore be entitled to the deferred
consideration. The present value of the estimated deferred consideration is recognised as a liability in the consolidated statement of financial position
(R70 million as non-current liability and R22.6 million as a current liability);

iii.

A discount rate of 12.9% has been used to present value the deferred consideration.

(4) The column entitled “Impact of the primary capital raise” reflects the increase in share capital as a result of the primary capital raise of R4,325 million (based on the
mid-point of the Offer Price Range).
(5) The column entitled “Impact of the Share Repurchase and the effect on the capital structure” reflects the impact of the Share Repurchase by Dis‑Chem of some of
the shares from Dis‑Chem shareholders on Listing at the Offer price and the decrease in interest-bearing debt and is based on the following assumptions:
i.

The Share Repurchase will be done at the Offer Price which will be equal to R3,575 million (based on the mid-point of the Offer Price Range);

ii.

The Share Repurchase amount will reduce retained earnings; and

ii.

R750 million of the capital raised on listing will be retained by the Company of which R700 million will be used to reduce Dis‑Chem’s interest-bearing debt
which is reflect in bank overdraft, while the residual R50 million will be used for general corporate purposes and will reduce the bank overdraft.

(6) Dis‑Chem has introduced a new incentive scheme which will come into effect post Listing. Dis‑Chem’s incentive scheme consists of share appreciation rights and
forfeitable shares which will be issued to senior employees. The accounting impact is recognised over the vesting period of the incentive scheme and accordingly
there is no impact on the statement of financial position on day one.
(7) Once off listing costs of R138.8 million will be incurred by Dis‑Chem, however, a portion of the capital raising fees will be recouped from the shareholders that will
be party to the Share Repurchase. The column titled “Listing costs” is based on the following assumptions:
i.

The costs are assumed to be of a capital nature for tax purposes and therefore have no tax impact;

ii.

The mid-point of the offer range has been used to estimate the capital raising fees due to the Joint Bookrunners;

iii.

The fees payable to the Joint Bookrunners and 80% of the fees payable to the legal advisers and reporting accountant relate to the capital raise (the “Capital
Raising Fees”);

iv.

The percentage of the Capital Raising Fee recouped from the shareholders participating in the Share Repurchase is the primary capital raised to fund the
Share Repurchase over the total primary capital raised (17% borne by the Company and 83% by the shareholders participating in the Share Repurchase);
and

v.

80% of the total costs after the recoupment will be capitalised against share capital while the rest of the costs will be expensed.

(8) Dis‑Chem has renegotiated the lease terms on its Johannesburg distribution centre which is contingent on Listing. As the change in the lease terms will be material
the original finance lease liability and asset has been derecognised and a new finance lease liability and asset have been recognised. The adjustments reflected
in the column titled “change in finance lease terms” reflects the change in value of the finance lease asset, finance lease liability, the profit on derecognition of the
previous finance lease asset and liability and the consequential tax effect of the transaction. The adjustments is based on the assumption that the new lease was
implemented on 31 August 2016 on the following revised terms:
i.

Annual escalation of 8%, subject to review by an independent expert valuer on 1 June 2022, 2029, 2036 and 2043 respectively for the purpose of determining
that the rental payable is on market-related terms;

ii.

Effective interest rate of 10.0%; and

iii.

The overall lease term remains 30 years.

(9) Dis‑Chem’s total issued number of shares is 794,449,200 after the 150-for-1 share split but before the impact of the Pro Forma Adjustments.

Current trading and prospects
Trading since 31 August 2016 has been in line with the Company’s expectations and consistent with the trends shown in the first half.
It is customary in South Africa to pay certain employees a year-end bonus that corresponds with the summer holidays and Christmas.
Dis‑Chem expects the cost of this bonus for the calendar year 2016 to be approximately R80 million, in line with the cost incurred in the
previous calendar year (2015: R76.6 million); however, the payment remains discretionary.
Dividend Policy
The Directors have adopted a dividend policy based on an initial target pay-out ratio of approximately 40% of net income.
Assuming that the Company meets the solvency and liquidity tests required by the South African Companies Act, the Directors intend
that the Company will pay an interim and a final dividend in respect of each financial year in the approximate proportions of one-third
and two-thirds, respectively, of the total annual dividend.
The current intention of the Board is that the first dividend to be paid by the Company after Listing will be a final dividend in respect of
the year ending 28 February 2017, which will be pro-rated for the time period for which the Company will have been listed during the
financial year 2017.
The Company may revise its dividend policy from time to time. There is no assurance that a dividend will be paid in respect of any
financial period, and any future dividends will be dependent on, inter alia, the operating results, financial condition, investment strategy
and capital requirements of the Company.
Risk Factors
The section of this Pre-listing Statement entitled “Risk Factors” describes certain risk factors that should be considered together with the
other information in this Pre-listing Statement before making a decision to purchase or subscribe for any Offer Shares. Although
information has been provided in this Pre-listing Statement in relation to the Offer Shares, a prospective purchaser or subscriber should
use his or her own judgement and seek advice from an independent financial adviser as to the appropriate value of the Offer Shares.
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Important Dates and Times
Opening date of the Offer:
Expected last date for indications of interest for purposes of the bookbuild:
Publication date of the final Offer Price and final number of Offer Shares on SENS:
Successful applicants advised of allocations:
Expected Listing Date:

09:00 on 28 October 2016
12:00 on 14 November 2016
15 November 2016
16 November 2016
09:00 on 18 November 2016

All times referred to in this Pre-listing Statement are times in South Africa (SAST or GMT+2).
JSE Approval
The JSE has granted formal approval for the listing of up to 866,545,598 Ordinary Shares with effect from the commencement of trading
on the exchange operated by the JSE on 18 November 2016, subject to the Company meeting the JSE’s liquidity free float requirement.
Conditions Precedent to the Offer and Listing
The Offer is subject, among other things, to a minimum subscription. The minimum subscription which must be realised by the Company
is that which enables it to ensure that the Company has, once the Offer and the Share Repurchase are completed, met the minimum
liquidity free float requirement, as prescribed by the Listings Requirements and acceptable to the JSE, as referred to below. There is no
minimum capital requirement to be realised by the Offer. The Listing will not proceed if the minimum subscription is not achieved, and
any acceptance of the Offer shall not take effect and no person shall have any claim whatsoever against the Company, the Banks or any
other person as a result of the failure of any condition.
Date of Information Provided
Unless the context clearly indicates otherwise, all information provided in this Pre-listing Statement is provided as at the Last Practicable
Date.
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Risk Factors
Any investment in the Ordinary Shares is subject to a number of risks. Prior to investing in the Ordinary Shares, prospective investors
should carefully consider, together with all other information contained in this document, the risk factors about Dis‑Chem and the
Ordinary Shares described below. If any such risks should occur, the price of the Ordinary Shares could decline and investors could lose
all or part of their investment. Additional risks and uncertainties not presently known to Dis‑Chem, or that Dis‑Chem currently deems
immaterial, may also have a material adverse effect on its business, financial condition, results of operations and prospects and the price
of the Ordinary Shares.
Risks relating to Dis‑Chem’s business and industry
Dis‑Chem’s business is dependent on the image and reputation of its brand.
Dis‑Chem’s financial performance is influenced by the image, perception and recognition of the Dis‑Chem brand, which, in turn, depends
on many factors including the customer service delivered by employees; the ability to maintain high levels of service in store; the ability
to offer a wide range of products and services responsive to customers’ needs; the quality of its products, including products exclusive
to Dis‑Chem and own label products; the ability to offer competitive pricing; the availability of stock in store; the image of its stores; the
perception of its loyalty programme; and the strength of its communication activities including advertising campaigns. Any failure to
maintain favourable brand recognition could have a material adverse effect on Dis‑Chem’s business, results of operations and financial
condition.
Dis‑Chem’s industry is highly competitive and competition may increase.
The level of competition faced by Dis‑Chem’s network of retail pharmacy stores and its e-commerce website, its corporate wellness
clinics and its courier service, Dis‑Chem Direct (together, the “Retail Business”) is high, particularly with respect to pricing, product range
and quality, store location and format, customer service levels and advertising. Dis‑Chem competes at the local, regional and national
levels with a wide variety of retailers of differing sizes and with differing but competing offerings, including other pharmacy groups,
independent pharmacies, courier prescription providers and various other retailers such as grocery stores, convenience stores and
online retailers. Some competitors may have greater market presence, name recognition, financial resources and economies of scale or
lower cost bases than Dis‑Chem and may be able to withstand or respond more swiftly to changes in market conditions or industry
regulations, any of which could give them a competitive advantage over Dis‑Chem. Moreover, consolidation within the retail pharmacy
industry could also intensify competition by resulting in the formation of industry participants with substantially greater financial,
management or marketing resources than Dis‑Chem, and such competitors could utilise their substantially greater resources and
economies of scale in a manner that affects Dis‑Chem’s ability to compete effectively in the market. As a result of consolidation,
Dis‑Chem’s competitors may be able to adapt more quickly to new technologies and customer needs, devote greater resources to
promoting or selling their products or services, initiate and withstand substantial price competition, expand into new markets, hire away
Dis‑Chem’s key employees, take advantage of new acquisition or other strategic opportunities more readily and develop and expand
their product and service offerings more quickly than Dis‑Chem is able to. If Dis‑Chem cannot respond adequately to these multiple
sources and types of competition, it could have a material adverse effect on Dis‑Chem’s business, results of operations and financial
condition.
A decline in Dis‑Chem’s customer service levels could result in a loss of customers and market share.
Dis‑Chem’s success depends to a great degree on retaining its existing customers, in particular its loyalty customers, and attracting new
customers. Dis‑Chem seeks to staff its stores with trained and knowledgeable employees who focus on delivering high levels of service,
which the Directors believe is a competitive advantage for Dis‑Chem. The maintenance of these service levels is a significant contributor
to Dis‑Chem’s expenses and cost of sales. If Dis‑Chem were to scale back its commitment to high levels of service as a result of labour
or other costs or if Dis‑Chem’s customer service levels were to decline for any other reason, Dis‑Chem may lose customers, which could
have a material adverse effect on Dis‑Chem’s business, results of operations and financial condition.
Dis‑Chem may not be able to open profitable new stores on a timely basis or at all.
Part of Dis‑Chem’s growth strategy is to increase the number of stores it has in South Africa by opening new stores or by acquiring
existing independent pharmacies and converting certain of them into Dis‑Chem pharmacies. Dis‑Chem’s ability to acquire or open
profitable new stores in line with its strategy depends on many factors, including its ability to:
•

identify and secure attractive acquisitions, and locations for new stores;

•

obtain licences for operation of its pharmacy business from the South African Department of Health or other relevant bodies;

•

hire, train and retain qualified store personnel, including pharmacists, qualified pharmacy assistants and clinic nurses;

•

gain experience and name recognition and identify customer demand in new markets;

•

successfully compete against localised competition on a store by store basis;

•

maintain or improve sourcing and distribution capacity, information systems and other operational system capabilities, and hire and
retain qualified employees to run such systems;

•

achieve sufficient levels of cash flow and obtain financing on favourable terms, if needed, to support its expansion;

•

manage additional expenses and costs; and

•

find new store opportunities.

If Dis‑Chem does not open new stores on a timely or profitable basis, it may not realise its growth strategy.
Dis‑Chem’s business depends on its ability to attract and retain highly qualified employees.
Dis‑Chem’s operations are dependent on the efforts, ability and experience of the professionals it employs, in particular pharmacists,
qualified pharmacy assistants and clinic nurses. Dis‑Chem competes with other employers, including other pharmacies, healthcare
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providers and the government, in recruiting and retaining these professionals, and other employers may offer more attractive employment
terms, such as shorter working hours, higher compensation or more benefits, than Dis‑Chem. Although Dis‑Chem has implemented
measures to encourage and develop the pharmacy profession, such as through running an undergraduate bursary programme for
pharmacy students and by facilitating ways for employees to fulfil continuing professional development requirements, there can be no
assurance that such efforts will be successful in attracting or retaining qualified employees or that such efforts will not need to be
expanded on in the future, which could lead to increased expenditure.
In addition, Dis‑Chem’s operations, particularly with respect to CJ Distribution, are dependent on other highly qualified systems-focused
personnel with knowledge of operational logistics and processes. Such personnel are in relatively short supply in South Africa, and
Dis‑Chem faces competition for such personnel from other employers. Dis‑Chem may need to increase the salaries and/or benefits it
offers in the future to remain competitive.
If Dis‑Chem’s labour costs increase, Dis‑Chem may not be able to increase its revenues to offset these increased costs. If Dis‑Chem is
unable to hire qualified personnel when needed, or experiences a higher than normal turnover rate for its employees, it could have a
material adverse effect on Dis‑Chem’s business, results of operations and financial condition.
Dis‑Chem conducts business in a highly regulated industry; non-compliance with existing laws and regulations, changes in any
such laws and regulations or the implementation of new laws and regulations could have a material adverse effect on Dis‑Chem’s
business, results of operations and financial condition.
The healthcare industry in South Africa is subject to extensive government regulation. Dis‑Chem is subject to, and incurs costs to comply
with, numerous laws and regulations, such as the Pharmacy Act, the Medicines Act and the Consumer Protection Act, as further detailed
in “Regulation”. There is uncertainty with regard to the manner in which the existing legislation (for example, certain provisions of the
Medicines Act and the General Regulations) will be interpreted and, ultimately, enforced. In addition, there is uncertainty regarding the
coming into force (either in their current form or at all) of various draft regulations which have been issued by the Medicines Control
Council (“MCC”) and the SAPC. Untimely compliance or noncompliance with these laws and regulations could result in increased
expenditure or the imposition of civil and criminal penalties that could adversely affect the continued operation of Dis‑Chem’s business,
such as loss of licences, inability to obtain new licences or significant monetary fines. The national, provincial and/or local regulations to
which Dis‑Chem is subject include, but are not limited to, those related to the licensing, ownership and regulation of pharmacies; the
conduct of a pharmaceutical practice and the practice of the profession of pharmacy; the dispensing, pricing and sale of registered
medicines; the management and disposal of medical waste; occupational and customer health and safety matters; the distribution,
marketing and advertising of medicines; and consumer protection. These laws and regulations are complex and can be ambiguous and
therefore subject to interpretation. Any changes in these laws and regulations may require extensive system and operating changes that
may be difficult to implement and require significant expenditure.
In addition, new laws and regulations applicable to Dis‑Chem’s business may be implemented in the future. For example, it remains a
possibility that a statutory cap will be introduced on the logistics fees payable by pharmaceutical manufacturers to logistics service
providers, such as Dis‑Chem, whereas such logistics fees are currently determined by private agreement. The regulations governing
logistics fees were published for comment in 2012 and are yet to be finalised or come into effect. If such regulations were to come into
effect in their current form, then the logistics fees Dis‑Chem currently charges may need to be decreased so as to fall within the statutory
maximum, which could result in a decrease in revenues in CJ Distribution and consequently Dis‑Chem. There is also a risk that as a result
of such cap Dis‑Chem may decide to amend its growth strategy for CJ Distribution. It is currently not clear, however, whether this
proposed regulation will come into effect and, if it does come into force, whether the regulation would be in its current or a revised form.
In relation to its pharmacy business, Dis‑Chem receives a dispensing fee when it dispenses medicines and scheduled substances.
While the dispensing fee is subject to a statutory maximum, it is increased each year by the Minister of Health taking into account certain
factors. There is a risk that the annual increase determined by the Minister of Health may not always be sufficient to cover the annual
increased costs incurred by Dis‑Chem in dispensing such medicines and scheduled substances and/or to cover any reduction in the
portion of the dispensing fee which Dis‑Chem actually receives following negotiations with medical aid schemes. In addition to logistics
fees and dispensing fees, Dis‑Chem also receives data fees, marketing fees and in some instances training fees from pharmaceutical
manufacturers. While data fees and marketing fees are currently regulated, in broad terms, under section 18A of the Medicines Act, the
so-called “bonusing and sampling regulations”, which seek to clarify the operation of section 18A of the Medicines Act and which, inter
alia, seek to further regulate the payment of these fees, were published for comment in 2014. In the event that these regulations come
into effect in their current or a revised form, then Dis‑Chem would need to ensure that the data and marketing fees that it receives are in
line with the regulations. To the extent that Dis‑Chem is required to reduce or forgo these fees to comply with applicable law and/or the
proposed regulations, this could result in a decrease in Dis‑Chem’s revenues. It is currently not clear, however, whether this proposed
regulation will come into effect and, if it does come into force, whether the regulation would be in its current or a revised form. These
factors may have a negative impact on Dis‑Chem’s revenue from the sale of dispensary products. New legislation is also due to come
into effect to regulate data privacy. See “– If Dis‑Chem does not maintain the privacy and security of sensitive customer information, it
could damage its reputation, incur additional costs and become subject to litigation” below.
Dis‑Chem cannot predict with certainty what other healthcare initiatives, if any, will be implemented, or the effect any future legislation or
regulation will have on Dis‑Chem. Any changes in the legislation, regulation or healthcare policies in South Africa, or the imposition of
further requirements or restrictions on Dis‑Chem, could have a material adverse effect on Dis‑Chem’s business, results of operations and
financial condition.
For more information on the laws and regulations applicable to Dis‑Chem’s business, see “Regulation”.
Dis‑Chem’s business and competitive position is subject to risks associated with its leasehold property portfolio.
All of Dis‑Chem’s stores and distribution centres are held through leasehold interests, which are generally subject to periodic rent review,
lease expiry and renegotiation. As a result, Dis‑Chem is susceptible to changes in the property rental market, such as increases in
market rents. Any inability to renew existing leases may result in, among other things, significant alterations to rental terms (including
increasing rental rates), the closure of stores in desirable locations, increased costs to fit out replacement locations, failure to secure a
relocation in an attractive retail site or failure to relocate a store due to inability to obtain a licence for its pharmacy business from the
South African Department of Health. The manifestation of any of these risks could have a material adverse effect on Dis‑Chem’s business,
results of operations and financial condition.
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If the products and services that Dis‑Chem offers fail to meet customer needs, its sales may be adversely affected.
Dis‑Chem could be adversely affected by changes in consumer spending patterns, shopping habits and preferences, including
consumer attitudes towards Dis‑Chem’s product offering and the brands it carries. The success of Dis‑Chem’s Retail Business depends
on its ability to offer a superior shopping experience, competitive pricing, a large and diverse range of in-stock merchandise and strong
customer service. Dis‑Chem must identify, obtain and offer to its customers attractive, innovative and high quality products on a
continuous basis. Dis‑Chem must also maintain sufficient inventory levels of those products to meet its customers’ demands without
allowing inventory levels to increase to an extent such that the costs to store and hold those goods unduly impacts its financial results.
If Dis‑Chem misjudges either the demand for its products or services or is not successful in managing its inventory balances, Dis‑Chem
may be faced with excess inventories or shortages of some products, as well as missed opportunities for products and services it does
not offer. In the event of stock shortages, customers may choose to shop elsewhere, whereas in the event of excess inventories,
Dis‑Chem may be required to sell its merchandise at lower prices or through promotions. Failure to timely identify or effectively respond
to changing consumer tastes, preferences and spending patterns could negatively affect Dis‑Chem’s reputation and relationship with its
customers and the demand for its products and services, which could have a material adverse effect on Dis‑Chem’s business, results of
operations and financial condition.
Dis‑Chem may experience a significant disruption in its computer systems, or fail to successfully implement new systems or
planned upgrades.
Dis‑Chem relies extensively on its computer systems to manage its ordering, pricing, point-of-sale, pharmacy fulfilment, inventory
replenishment, customer loyalty programme, finance and other processes. Dis‑Chem’s systems are subject to damage or interruption
from computer and telecommunications failures, computer viruses, security breaches, vandalism, catastrophic events and human error.
If any of Dis‑Chem’s systems are damaged, fail to function properly or otherwise become unavailable, Dis‑Chem may incur substantial
costs to repair or replace them, and may experience loss or corruption of critical data and interruptions or delays in its ability to perform
critical functions, which could adversely affect Dis‑Chem’s business and results of operations. Dis‑Chem is also currently upgrading its
IT systems and infrastructure, including both making changes to existing systems and implementing new systems, certain of which are
designed to provide Dis‑Chem with additional operational flexibility. Improving Dis‑Chem’s systems carries significant potential risks,
including failure to operate as intended or designed, potential loss or corruption of data, cost overruns, implementation delays, disruption
of operations and the potential inability to meet business requirements. In addition, when Dis‑Chem acquires an existing independent
pharmacy to convert into a Dis‑Chem pharmacy and overlays Dis‑Chem’s systems on top of the independent pharmacy’s existing
systems, there is a risk that the existing systems do not interface properly with Dis‑Chem’s systems, which could lead to, among other
things, errors in stock management. There can be no assurance that these technology initiatives will be deployed as envisioned or that
they will be timely implemented without disruption to Dis‑Chem’s operations. Any failure to successfully implement planned upgrades to
Dis‑Chem’s IT systems and infrastructure could have a material adverse effect on Dis‑Chem’s business, results of operations and
financial condition and also limit Dis‑Chem’s ability to expand and its growth potential.
An increase in the cost or changes to the availability or flow of stock could adversely affect Dis‑Chem’s product offering.
Dis‑Chem is dependent on being able to source a wide variety of suitable products from suppliers at a sufficiently low cost and in a timely
manner. Dis‑Chem sources its products from 700 to 800 domestic and international suppliers on a monthly basis, with its top 30 vendors
accounting for approximately half of Dis‑Chem’s monthly purchases. Supply interruptions could arise from shortages of raw materials,
labour disputes, weather conditions affecting products or shipments, transportation disruptions or other factors beyond Dis‑Chem’s
control. Dis‑Chem has in the past and may in the future experience product shortages. In addition, Dis‑Chem may also experience
increases in the prices of the goods it buys. Such price increases may result from increases in the costs of goods which Dis‑Chem’s
suppliers have sourced from overseas, for example due to exchange rate movements, which the vendors may then attempt to pass on
to Dis‑Chem. The imposition of taxes, custom duties or other charges may also increase the cost of goods which Dis‑Chem imports
directly. An increase in the cost or a disruption in the timely availability of Dis‑Chem’s products by key suppliers could result in Dis‑Chem
being unable to offer its full product range, which could lead to damage to Dis‑Chem’s brand or reputation or a decrease in Dis‑Chem’s
sales and profitability and could have a material adverse effect on Dis‑Chem’s business, results of operations and financial condition.
Dis‑Chem’s success is dependent on its logistics and distribution infrastructure.
The success of Dis‑Chem’s business depends, in part, on its ability to cost effectively transport goods in a timely manner from its
distribution centres to its retail pharmacies as well as to retail pharmacies owned by others. Any unexpected delivery difficulties faced
by Dis‑Chem’s fleet or the third party transportation providers on which it relies, such as due to operational or IT failure, work stoppages,
disruptions to transportation infrastructure or increases in transportation costs (such as fuel costs), could materially adversely affect
Dis‑Chem’s business. In addition, although the Directors believe Dis‑Chem would be able to secure alternate third party transportation
providers should its current choice become unavailable, in the event Dis‑Chem had to change providers, it may not be able to obtain
terms as favourable as its current terms and could face unanticipated increases in cost or logistical difficulties that adversely impact
deliveries. In addition, Dis‑Chem needs to ensure that its distribution infrastructure is able to adequately support its anticipated growth
with respect to both its Retail Business and CJ Distribution by providing sufficient scalable space and distribution capacity. Any failure
to successfully increase capacity for storing and distributing products may interfere with Dis‑Chem’s growth and could adversely affect
Dis‑Chem’s ability to execute its strategy. There can be no assurance that the costs of investments in improving Dis‑Chem’s logistics and
distribution infrastructure, including Dis‑Chem’s current efforts in upgrading and expanding its warehousing capabilities, will not exceed
estimates or that such investments will be as beneficial as predicted. If Dis‑Chem is unable to realise the benefits of an improved logistics
and distribution infrastructure, or experiences any disruption or increase in costs related to distribution, it could have a material adverse
effect on Dis‑Chem’s business, results of operations and financial condition.
If Dis‑Chem does not successfully adapt to changing consumer expectations, it may not compete effectively or realise its strategic
goals.
Dis‑Chem’s business is evolving from being solely an in-store experience to interacting with customers across numerous channels,
including Dis‑Chem’s e-commerce website, across various social media platforms, and its Click & Collect service launched in April 2016.
To stay competitive and take advantage of strategic opportunities, Dis‑Chem must keep pace with changing customer expectations and
new developments by other retailers. If Dis‑Chem does not employ sufficient resources to invest in developing or improving relevant
customer-facing technology, including adopting online and digital tools that have the right features and are reliable and easy to use, its
ability to compete could be adversely affected and it may not realise its strategic goals. In addition, if Dis‑Chem’s online activities or other
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customer-facing technology systems do not function as designed, Dis‑Chem may experience decreased customer confidence, data
security breaches or lost sales or be exposed to fraudulent purchases, any of which could have a material adverse effect on Dis‑Chem’s
business, results of operations and financial condition.
Dis‑Chem’s transition to being a public company will involve changes to its corporate governance and legal and compliance
practices.
Dis‑Chem has been run as a family-owned business and is in the process of implementing the practices, procedures and governance
structure appropriate for a public company listed on the JSE. Dis‑Chem has recently appointed independent non-executive directors and
adopted the King Code governance practices and policies described in this Pre-listing Statement. Dis‑Chem does not have a history of
operating under this governance structure or these practices and policies. In addition, Dis‑Chem has not always formalised some of its
arrangements with third parties, including parties related to its shareholders. Although Dis‑Chem believes that all of these arrangements
have been on arm’s length terms, they have not always been under formal written agreements outlining those terms. For example, the
Group has historically relied on course of dealings with certain of its long-standing suppliers (including related party suppliers) and
related party landlords rather than written contracts. Dis‑Chem is currently in the process of formalising these arrangements. Dis‑Chem
is also in the process of reviewing its internal compliance framework and plans to implement a Group-wide internal compliance function
shortly after Listing. Pursant to this, Dis‑Chem is in the process of introducing a code of ethics and other compliance policies and
initiating a compliance programme. The internal compliance function, when implemented, will be relatively new and may require further
adjustments or modifications as it is implemented.
Additionally, Dis‑Chem has no prior experience complying with the increased disclosure requirements and regulatory obligations of
public companies. Compliance with these increased requirements and obligations will require significant management attention and
could result in increased legal and related costs. Dis‑Chem’s failure to successfully adapt its management approach to its new publiccompany status, as well as the increased demand on financial and management resources that will result from being a public company,
could have a material adverse effect on the Group’s business, financial condition and results of operations.
Dis‑Chem depends on payments from medical aid schemes.
Dis‑Chem receives a significant portion of its revenues from medical aid schemes, or private health insurance providers, rather than
direct from customers. Dis‑Chem generally negotiates on an annual basis with the various medical aid schemes regarding the pricing
arrangements pursuant to which the medical aid scheme will pay Dis‑Chem. In light of market consolidation among medical aid schemes,
Dis‑Chem may face downward pressure on the payment rates from such schemes. In addition, to remain competitive among its peers,
Dis‑Chem historically has generally agreed to a dispensing fee from medical aid scheme customers lower than the statutory maximum
it could receive. If such downward pressure were to materialise or if any of these medical aid schemes were unable to make payments
to Dis‑Chem as a result of liquidity constraints, insolvency or otherwise, and Dis‑Chem was not able to obtain reimbursement direct from
its customers, this could have a material adverse effect on Dis‑Chem’s business, results of operations and financial condition.
Dis‑Chem’s own label offerings expose it to various additional risks.
Dis‑Chem offers its customers a variety of own label brands that are not available from other retailers. Maintaining consistent product
quality, competitive pricing and availability of Dis‑Chem’s own label offerings for its customers is important in differentiating it from other
retailers and developing and maintaining customer loyalty. Although own label products typically provide Dis‑Chem with higher gross
margins than comparable third party branded products, the expansion of Dis‑Chem’s own label offerings also subjects it to additional or
increased risk, such as risk of damage to its brand or reputation; increased product liability risks; risks relating to protection of its
proprietary rights and claims related to the proprietary rights of third parties; risks relating to complying with applicable contractual
obligations and regulatory requirements; and other risks generally encountered by entities that source, market and sell exclusive branded
offerings for retail. Any failure to adequately address some or all of these risks could have a material adverse effect on Dis‑Chem’s
reputation, business, results of operations and financial condition.
If Dis‑Chem does not maintain the privacy and security of sensitive customer information, it could damage its reputation, incur
additional costs and become subject to litigation.
In the course of its business, Dis‑Chem receives, retains and transmits certain personal information that its customers and others provide
to purchase products or services, fill prescriptions, enroll and participate in its customer loyalty programme or otherwise communicate
and interact with Dis‑Chem. Any compromise or breach of Dis‑Chem’s data security, which results in confidential information being
accessed, damaged or used by unauthorised or improper persons, or misuse of such data, could result in a violation of applicable
privacy and other laws, claims from customers, legal and financial exposure, damage to Dis‑Chem’s reputation and a loss of confidence
in its security measures, which could harm its business and reputation. A security breach could also require that Dis‑Chem expends
significant resources on its information systems and infrastructure, and could distract management and other key personnel from
performing their primary operational duties. In addition, although Dis‑Chem is currently working to be in a position to comply with the
increasingly rigorous privacy and data protection regime under the Protection of Personal Information Act (“POPIA”) expected to come
into effect on a future date yet to be determined, there can be no assurance despite its efforts that Dis‑Chem will fully or timely comply
with POPIA, non-compliance with which can result in monetary fines and criminal sanctions.
Dis‑Chem’s cash flows from operations may be negatively affected if it is not successful in managing its level of inventory
shrinkage.
Dis‑Chem currently experiences a relatively low level of inventory shrinkage for the retail industry, in the form of theft and loss of stock.
To help maintain this low level, Dis‑Chem employs measures to combat inventory theft and loss of stock, including full-time security
personnel in stores, which is a significant cost item per store. There can be no assurance that incidences of inventory theft will not
increase in the future or that the measures it is taking will continue to be effective in preventing inventory shrinkage. In addition, Dis‑Chem
may be subject to higher security costs or may decide in the future to employ different or more cost-effective measures to combat
inventory theft. If Dis‑Chem were to experience higher rates of inventory shrinkage, it could have a material adverse effect on Dis‑Chem’s
business, results of operations and financial condition.
Dis‑Chem may not be able to increase sales in its stores.
Dis‑Chem’s growth from its stores, many of which have not yet reached maturity, depends on its ability to increase sales, manage costs
and improve the efficiencies and effectiveness of its operations. Increases in sales in existing and future stores are dependent on factors
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such as competition, product sourcing and selection, store operations and customer satisfaction. Higher store costs or any failure to
achieve targeted results associated with the implementation of operational programmes or initiatives could adversely affect Dis‑Chem’s
operating results. If Dis‑Chem fails to realise its goals of successfully managing its store operations and increasing its customer retention
and recruitment levels, its sales may not increase and its growth may be impacted adversely which could have a material adverse effect
on Dis‑Chem’s business, results of operations and financial condition.
CJ Distribution operates in a competitive environment.
The South African pharmaceutical wholesale and distribution chain is complex, and generally involves the distribution of goods from
product manufacturers through to distributors, then to wholesalers, and ultimately to retailers. Currently, Dis‑Chem is in the wholesale
business of serving third parties and Dis‑Chem retail pharmacies through CJ Distribution. The wholesale market is highly fragmented,
with five companies, including Dis‑Chem, controlling approximately 73% market share by sales in 2015 according to the Market
Research. Dis‑Chem therefore faces competition from numerous competitors, ranging from national distribution companies to smaller
multi-regional companies and small, independent businesses operating in a limited number of locations. Some of Dis‑Chem’s principal
competitors may have greater financial resources, may be more geographically diversified and may be better able to withstand adverse
or changing market conditions, such as retail chains increasingly pursuing vertical integration along their value chain. In particular,
Dis‑Chem competes with Clicks’ wholesale business, United Pharmaceutical Distributors (“UPD”), which currently operates as both a
wholesaler and a distributor. In the future, once upgrades are implemented to its distribution network, Dis‑Chem intends to expand
CJ Distribution’s operations into the distribution business, whereby it would serve both wholesalers and retailers. The distributor market
is highly consolidated, with three companies having approximately 85% market share by sales in the calendar year 2015 according to
the Market Research. There can be no assurance Dis‑Chem will be able to successfully enter, or compete in this market, which could
adversely impact Dis‑Chem’s growth strategy. Any inability to enter into and compete successfully in this market could have a material
adverse effect on Dis‑Chem’s business, results of operations and financial condition.
Changes in economic conditions could adversely affect consumer buying practices.
Dis‑Chem’s performance depends on consumer spending and confidence, which in turn is impacted by such factors as the prevailing
economic and political climate, inflation, unemployment rates, levels of disposable income and the availability of consumer credit.
Changes in economic conditions and consumer confidence could adversely affect consumer preferences, purchasing power and
spending patterns, which could lead to a decrease in overall consumer spending. In particular, in a period of economic uncertainty or
downturn, there might be a decrease in discretionary purchases. In addition, reduced or flat consumer spending may drive Dis‑Chem
and its competitors to offer additional products at promotional prices. All of these factors could have a material adverse effect on
Dis‑Chem’s business, results of operations and financial condition.
Certain risks are inherent in operating a retail pharmacy business and Dis‑Chem could be adversely affected by product liability,
product recall or personal injury claims.
Retail pharmacies are exposed to risks inherent in the packaging and dispensing of pharmaceuticals and other healthcare products,
such as with respect to improper filling of prescriptions, improper labelling of prescriptions, adequacy of warnings and expiration of
drugs. With respect to its pharmacy and/or retail offering, Dis‑Chem could be adversely impacted by the supply of defective products,
product tampering, product recall and contamination or product mishandling issues. Errors in the dispensing and packaging of
pharmaceuticals could lead to serious injury or death, and product liability or personal injury claims may be asserted against Dis‑Chem
with respect to any of the products or pharmaceuticals it sells or services it provides. Dis‑Chem’s clinic services also increase its
exposure to professional liability claims related to medical care. Although the Directors believe Dis‑Chem’s insurance coverage is
adequate to protect against such claims, there can be no assurance that Dis‑Chem will be able to maintain this insurance on acceptable
terms in the future, or that the costs of such insurance will not increase to unreasonably high levels. Damage to Dis‑Chem’s reputation in
the event of a product liability or personal injury claim or judgement against it or a product recall could have a material adverse effect on
Dis‑Chem’s business, results of operations and financial condition.
Complaints and litigation could damage Dis‑Chem’s brand and reputation and divert management resources.
From time to time, Dis‑Chem may be the subject of complaints and litigation from its customers, employees, suppliers and other third
parties, alleging product, injury, health, safety, data protection or operational concerns, nuisance, negligence or failure to comply with
applicable laws and regulations, including consumer protection legislation. Even if successfully resolved without direct adverse financial
effect, such litigation or complaints could have a material adverse effect on Dis‑Chem’s brand and reputation and divert its financial and
management resources from more beneficial uses. In addition, Dis‑Chem may be the subject of scrutiny and/or investigations with
respect to such matters as regulation and tax from time to time (see, for example, “Regulation – Pharmacy Regulation – Pricing
Regulations” and “Particulars of the Offer – Share Repurchase and Share Capital on the Date of Listing”). Such scrutiny and investigations
could have a negative impact on its brand and reputation.
Dis‑Chem’s success depends on the retention of its key management.
Dis‑Chem’s success depends in part on the efforts of Dis‑Chem’s management and Directors. Dis‑Chem’s executive management team
has extensive experience in healthcare, retail and distribution, and has skills that are critical to the operation of Dis‑Chem’s business. In
particular, CEO and co-founder Ivan Saltzman is heavily involved in leading Dis‑Chem’s strategy and operational direction. If Dis‑Chem
loses or suffers an extended interruption in the services of its senior officers, its business operations could be materially disrupted, which
could have a material adverse effect on Dis‑Chem’s business, results of operations and financial condition.
Dis‑Chem is subject to risks associated with the expansion of CJ Distribution, and it may not realise the anticipated benefits
expected to result from the acquisition of the CJ Group.
Dis‑Chem acquired 50.1% of CJ Group in 2013, together with a non-controlling interest in Pharmacy Development Academy and Evening
Star, and acquired the remaining interest in CJ Group, including controlling interests in Pharmacy Development Academy and Evening
Star, in September 2016. The operations of the CJ Group were combined with the operations of Dis‑Chem’s pre-existing wholesale
business to form CJ Distribution, and the CEO of CJ Group assumed the role of Dis‑Chem’s head of CJ Distribution at that time. CJ Group
has in the past operated only on a regional basis. Dis‑Chem has adopted the operating model of CJ Group for CJ Distribution and
intends to implement it on a national scale. However, there can be no assurance that Dis‑Chem will be successful in expanding
CJ Distribution or operating it on a national basis, and a failure to do so could adversely affect Dis‑Chem’s growth strategy and its ability
to realise its growth potential. In addition, Dis‑Chem may be subject to difficulties in realising expected business opportunities, difficulties
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in assimilation of employees and challenges in keeping existing customers and obtaining new customers. Any inability to realise the
potential benefits of the expansion of CJ Distribution, as well as any delays in realising benefits, could have a material adverse effect on
Dis‑Chem’s business, results of operations and financial condition.
Dis‑Chem’s business and competitive position could be harmed if it is unable to protect and enforce its intellectual property
rights.
Dis‑Chem’s trademarks are central to the value of Dis‑Chem’s brands, including own label products. Third parties may in the future
counterfeit Dis‑Chem’s brands, otherwise infringe Dis‑Chem’s intellectual property rights or try to challenge the validity of Dis‑Chem’s
intellectual property. Dis‑Chem may not always be able to secure protection for, or stop infringements of, its intellectual property, and may
need to resort to litigation in the future to enforce its intellectual property rights. In addition, Dis‑Chem may be subject to claims that it has
infringed intellectual property owned by others and may be required to pay damages or face other penalties. Any litigation could result
in substantial costs and a diversion of resources.
Risks relating to South Africa
Political, social and economic conditions in South Africa or regionally may reduce demand for Dis‑Chem’s products or have a
material adverse effect on Dis‑Chem’s business, financial condition, results of operations and prospects.
Political, social and economic conditions in South Africa may have a significant effect on Dis‑Chem’s business. South Africa’s credit
ratings were downgraded to BBB- by Standard & Poor’s Credit Market Services Europe Limited (“S&P”) in December 2015 and to
“Baa2/P-2” by Moody’s Investors Service in November 2014. In May 2016 Moody’s Investor Services Inc. maintained its credit rating for
South Africa at Baa2 and adjusted its outlook to negative. In June 2016, S&P affirmed South Africa’s credit rating as BBB- with a negative
outlook and Fitch Ratings Limited maintained South Africa’s credit rating as BBB- with a stable outlook. In July the SARB revised its
economic growth forecast for South Africa to zero per cent from 0.4%. It is also possible that the rating agencies could downgrade South
Africa’s rating to sub-investment grade later in the year. In response to rising inflation, the SARB raised interest rates in July 2014, July
2015, November 2015, January 2016 and March 2016. Although annual consumer price inflation was 5.9% at the end of August 2016,
growth in inflation and continued interest rate hikes could have an adverse impact on growth and business confidence. Tighter monetary
policy could also have an adverse impact on mortgage payments and the general sustainability of household debt levels. These factors
could have an adverse impact on the retail industry in general by, for example, causing consumers to reduce expenditure. Adverse
economic conditions could hinder Dis‑Chem’s growth strategies or otherwise have an adverse impact on its business, financial condition,
results of operations and prospects.
Sustained depreciation of the Rand has resulted in and could further result in the cost of imported goods (including oil and food) steadily
increasing. Although Dis‑Chem purchases most of its goods domestically and therefore has limited direct exposure to currency
fluctuations, the overall impact of this on the South African economy and the increased prices of consumer goods in the other areas of
the economy could indirectly impact Dis‑Chem adversely through a general increase in prices and a decline in consumers discretionary
income.
South Africa is also affected by persistent socio-economic challenges including in relation to access to adequate education, healthcare,
housing and other services, including water and electricity. South Africa also has one of the highest HIV/AIDS infection rates in the world.
The exact impact of increased mortality rates due to HIV/AIDS-related deaths and increases in employee-related costs (in terms of
increased absenteeism, depressed morale and reduced productivity, in addition to increased recruitment and replacement costs,
insurance premiums, benefits payments and other costs of providing treatment) on the cost of doing business in South Africa and the
potential growth in the economy is uncertain. Furthermore, in recent years, South Africa has experienced high levels of poverty and
unemployment as well as prolonged industrial action.
Although it is difficult to predict the effect of these problems on South African businesses or the South African government’s efforts to
solve them, these problems, or the solutions proposed, could impact the South African consumer or reduce their disposable income,
which in turn could reduce the amount spent by consumers at Dis‑Chem’s stores and may have a material adverse effect on Dis‑Chem’s
business, financial condition, results of operations and prospects.
Any political, social and economic instability in the region could negatively affect the South African economy and its social and political
situation which, in turn, could have a material adverse effect on Dis‑Chem’s business, financial conditions, results of operations and
prospects.
There are risks associated with investing in emerging markets such as South Africa.
South Africa is generally considered by international investors to be an emerging market. Emerging markets are typically thought to have
certain characteristics and be subject to many risks, including:
•

adverse changes in economic and governmental policy;

•

abrupt changes in currency values;

•

high levels of inflation;

•

relatively low levels of disposable consumer income;

•

relatively high levels of crime;

•

volatility in capital markets;

•

relatively unstable institutions;

•

unpredictable changes in the legal and regulatory environment;

•

inconsistent application of existing laws and regulations; and

•

slow or insufficient legal remedies.

Dis‑Chem cannot assure investors that political, economic, social and other developments in South Africa will not have a material
adverse effect on its business, financial condition, results of operations and prospects or the value of the Ordinary Shares.
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Dis‑Chem’s operations in South Africa may face increased costs due to electricity tariff increases and may experience disruptions
resulting from electricity shutdowns and fuel shortages.
South Africa has experienced national electricity shortages with intermittent, seasonal power outages and the government has
occasionally implemented electricity rationing and planned blackouts, although there have not been any planned blackouts in the last
year. South Africa’s energy provider, Eskom, has advised that the national power grid may remain under strain for a number of years until
new power stations come on-line, and regular power cuts remain a possibility during this time. While all of Dis‑Chem’s stores and
distribution centres are equipped with back-up power generators which enable them to continue operating through power supply
interruptions, any extended period of planned or unplanned electrical power supply interruptions could result in significantly increased
energy or other utility costs, associated with operating back-up power generators. Electricity tariffs charged by Eskom have significantly
increased in recent years. In addition, the costs of power may be volatile due to increased market fluctuations in gas and electricity
prices. If Dis‑Chem is unable to implement measures to mitigate any future increases in its energy or other utility costs or power
shortages, it could have a material adverse effect on Dis‑Chem’s business, results of operations and financial condition.
South African exchange control regulations may restrict Dis‑Chem’s ability to make foreign investments and procure foreigndenominated finance.
As a South African resident company Dis‑Chem is subject to South Africa’s exchange control regulations which effectively place
limitations on the export of capital from the Common Monetary Area. Although there has been ongoing relaxation of exchange controls
in recent years, and although Dis‑Chem does not have significant foreign exchange investments or foreign-denominated financing, these
regulations could hinder the ability of Dis‑Chem to make foreign currency-denominated investments and procure foreign currency
denominated financing in future which could have a material adverse effect on Dis‑Chem’s business, financial condition, results of
operations and prospects.
Risks relating to the Offer and the Ordinary Shares
Certain shareholders will have significant influence over Dis‑Chem following the Offer and the Listing.
Immediately following the Offer, the Listing and the Share Repurchase, the Repurchase Shareholders (save for Business Venture
Investments No. 1651 Proprietary Limited (RF), which will dispose of all its shares in the Company under the Share Repurchase) will
beneficially own, in aggregate, approximately 68.1% of the Ordinary Shares (assuming the Put Option is not exercised). As a result, these
shareholders may be able to exercise significant influence over all matters requiring shareholder approval, including the election of
directors and significant corporate transactions. The interests of these shareholders, some of which have commercial contracts and
other related party arrangements, including the lease agreements in respect of certain of Dis‑Chem’s distribution centres, and
relationships with the Group, may not necessarily be the same as other shareholders of Dis‑Chem. Differences among the interests of
these significant shareholders or differences between the interests of these shareholders and other shareholders of Dis‑Chem, may lead
to conflicts or restrict Dis‑Chem’s ability to implement its business strategy, which could materially adversely affect Dis‑Chem’s business,
prospects, financial condition or results of operations.
For more information on the related party transactions mentioned above, see “Additional Information – Related Party Transactions.”
Future sales of substantial amounts of Ordinary Shares, or the perception that such sales could occur, could adversely affect the
market value of the Ordinary Shares.
Immediately following the Offer and the Share Repurchase, there will be no more than 866,545,598 Ordinary Shares in issue. In connection
with the Offer, each of the Repurchase Shareholders (save for Business Venture Investments No. 1651 Proprietary Limited (RF), which
will dispose of all its shares in the Company under the Share Repurchase) and the Executive Directors and certain members of Senior
Management (some of whom hold their ordinary Shares through a Repurchase Shareholder) have agreed, subject to certain customary
exceptions, to certain lock-up arrangements in respect of their holdings of Ordinary Shares held prior to the Offer. These limitations will
apply from the date of Listing for a period of 365 days, in the case of the Repurchase Shareholders (save for Business Venture Investments
No. 1651 Proprietary Limited (RF)), the Directors and certain members of Senior Management. Other shareholders will not be restricted
in their ability to sell further Ordinary Shares after the Offer.
Dis‑Chem cannot predict whether substantial numbers of Ordinary Shares will be sold by such persons following the expiry of the lock-up
period. In particular, there can be no assurance that after this period expires the Repurchase Shareholders, the Directors or certain
members of Senior Management will not reduce their holdings of Ordinary Shares. Future issues or sales of Ordinary Shares could be
made by the Company, the Repurchase Shareholders, the Directors or certain members of Senior Management or through a capital
increase undertaken by Dis‑Chem to fund capital expenditures or for another purpose. A sale of a substantial number of Ordinary
Shares, or the perception that such sales could occur, could materially and adversely affect the market price of Ordinary Shares and
could also impede Dis‑Chem’s ability to raise capital through the issue of equity securities in the future.
There is no existing market for the Ordinary Shares and an active trading market for the Ordinary Shares may not develop or be
sustained.
There is currently no active market for the Ordinary Shares. Although the Ordinary Shares are expected to be listed on the exchange
operated by the JSE, there is no assurance that an active trading market for the Ordinary Shares will develop and continue following
Listing. If no active trading in the Ordinary Shares develops or continues, this could have a material adverse effect on the liquidity and
the market price of the Ordinary Shares, and investors may have difficulty selling their Ordinary Shares. The Offer Price may not be
indicative of the market price for the Ordinary Shares following the Listing.
The exchange operated by the JSE is smaller and less liquid than some major securities markets.
The exchange operated by the JSE is not as liquid as some major world equity securities markets. As a result, the prices of South African
securities may be more volatile than in such other securities markets. In addition, a small number of stocks represent a disproportionately
large percentage of the aggregate market capitalisation and trading volume of the exchange operated by the JSE. The limited market
capitalisation and liquidity of the exchange operated by the JSE may impair the ability of holders of Ordinary Shares to sell such Ordinary
Shares or impair the prices realised from such sales.
The market price of the Ordinary Shares may prove to be volatile and is subject to fluctuations, including significant decreases.
The market price of the Ordinary Shares could be volatile and subject to significant fluctuations due to a variety of factors, some of which
do not relate to Dis‑Chem’s financial performance, including changes in general market conditions, the general performance of the
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exchange operated by the JSE, changes in sentiment in the market regarding the Shares (or securities similar to them), regulatory
changes affecting Dis‑Chem’s operations, variations in Dis‑Chem’s operating results, business developments for Dis‑Chem or its
competitors, the operating and share price performance of other companies in the industries and markets in which Dis‑Chem operates,
speculation about Dis‑Chem’s business in the press, media or the investment community, or changes in the political, social or economic
conditions in South Africa. Furthermore, Dis‑Chem’s operating results and prospects may from time to time be below the expectations of
market analysts and investors. Any of these events could result in a decline in the market price of the Ordinary Shares.
Holders of Ordinary Shares may not be able to exercise their pre-emptive rights.
Holders of shares of South African companies are in certain circumstances entitled to pre-emptive rights pursuant to South African law
and/or the Company’s memorandum of incorporation (the “MOI”). The MOI provides that unissued securities shall be offered to existing
holders of Shares pro rata to their shareholdings unless issued for the acquisition of assets or except as otherwise approved by
shareholders. While all Ordinary Shares will be of the same class and rank pari passu, non-South African holders of Ordinary Shares may
not be able to exercise such pre-emptive rights for Ordinary Shares, unless Dis‑Chem decides to comply with applicable local laws and
regulations and, in the case of U.S. holders, unless a valid exemption from the registration requirements of the U.S. Securities Act is
available. No assurance can be given that Dis‑Chem will elect to comply with such applicable local laws and regulations, or in the case
of U.S. holders, that an exemption from the registration requirements of the U.S. Securities Act would be available to enable such
U.S. holders to exercise such pre-emptive rights and, if such exemption were available, that Dis‑Chem would take the steps necessary
to enable U.S. holders of Ordinary Shares to rely on it.
The Company’s ability to pay dividends in the future depends, among other things, on Dis‑Chem’s financial performance and
capital requirements, and is therefore not guaranteed.
The Company’s ability to pay dividends in the future depends, among other things, on Dis‑Chem’s financial performance and capital
requirements. There can be no guarantee that Dis‑Chem’s historic performance will be repeated in the future, particularly given the
competitive nature of the industry in which it operates, and its sales, profit and cash flow may not be sufficient to permit it to pay dividends
or to pay dividends at the level the market expects. Any decision to declare and pay dividends will be made at the discretion of the
Directors and will depend on, among other things, applicable law, regulation, restrictions, Dis‑Chem’s financial position, working capital
requirements, finance costs, general economic conditions and other factors the Directors deem significant from time to time.
The Company may experience new challenges and incur increased costs as a public company.
The Company expects to incur increased legal, accounting and other costs relating to operating as a publicly-quoted company.
Reporting and investor relations obligations will arise for the Company which require new expenditures, place new demands on its
management and may require the hiring of additional personnel. The Company may also implement additional systems that require new
expenditure in order to aid its functioning as a publicly-quoted company. The Company will also incur additional expenses from operating
as a public company including registration and listing fees, increased corporate governance costs and other similar expenditure. Failure
to manage the transition to a publicly quoted company effectively could have an adverse effect on Dis‑Chem’s revenue or financial
performance.
An investment in Ordinary Shares by an investor whose principal currency is not the Rand may be affected by exchange rate
fluctuations.
The Ordinary Shares are, and any dividends to be paid in respect of them will be, denominated in Rand. As a result, an investment in
Ordinary Shares by an investor whose principal currency is not the Rand exposes the investor to foreign currency exchange rate risk.
Any depreciation of the Rand in relation to the relevant foreign currency will reduce the value of the investment in the Ordinary Shares or
of any dividends in relation to such foreign currency.
The ability of overseas shareholders to bring an action or enforce a judgement against the Company or its Directors or members
of Senior Management may be limited.
The ability of overseas Shareholders to bring an action against the Company may be limited under law. Overseas Shareholders may not
be able to enforce a judgement against the Company or against some or all of its Directors and members of Senior Management. It may
not be possible for an overseas Shareholder to effect service of process upon the Directors and members of Senior Management within
the overseas Shareholder’s country of residence or to enforce against the Directors and members of Senior Management judgements of
courts of the overseas Shareholder’s country of residence based on civil liabilities under that country’s securities laws. There can be no
assurances that an overseas Shareholder will be able to enforce any judgements in civil and commercial matters or any judgements
under the securities laws of countries other than South Africa against the Directors or members of Senior Management who are residents
of countries other than those in which judgement is made. In addition, South African courts may not impose civil liabilities on the Directors
or members of Senior Management in any original action based solely on foreign securities laws brought against Dis‑Chem or its
Directors or members of Senior Management in a court of competent jurisdiction in South Africa. See “Jurisdiction and Service of Process
in the United States and Enforcement of Foreign Judgements in South Africa”.
Any future sale of Ordinary Shares may negatively affect its share price.
Following the Offering and the Share Repurchase, certain significant shareholders will hold 71.7% of Dis‑Chem’s issued share capital
(after the issue of Ordinary Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s partner stores
and assuming that the Put Option is not exercised). Although there is no expectation that such shareholders will sell their Ordinary Shares
in the medium term, any future sale of Ordinary Shares by any such shareholders may have a negative impact on Dis‑Chem’s share price.
In addition, the Group currently has in place two equity settled long-term incentive policies. For a description of these policies, see
“Management and Corporate Governance – Employee Incentive Schemes”. Although total share grants to employees under these
policies are limited, Dis‑Chem’s share price may be negatively impacted if a significant number of employees who have been granted
Ordinary Shares which have vested sell their shares in the market, or if they are perceived by the market as intending to sell substantial
amounts of Ordinary Shares.
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Use of Proceeds and Reasons for the Offer
The gross proceeds from the allotment and issue of the Offer Shares receivable by the Company will be approximately R4,325 million,
before deduction of commissions, fees and estimated expenses payable by the Company, which are expected to be approximately
R149 million. Of the approximately R149 million, R116 million will be deducted from the Total Share Repurchase Price to be paid to the
Repurchase Shareholders pursuant to the Repurchase Agreement. The Company intends to use the net proceeds received by it under
the Offer to pay the Total Share Repurchase Price (R3,575 million), to pay down R700 million of existing debt, with the remainder of such
proceeds for general corporate purposes.
The figures in the above paragraph are based on the following assumptions: (i) that the Offer Price is set at the mid-point of the Offer
Price Range; (ii) that the Repurchase Shareholders sell a sufficient number of Repurchase Shares to achieve a “free float” of 28.3% (after
the issue of Ordinary Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s partner stores); (iii)
that the Company issues sufficient Offer Shares to raise gross proceeds of R750 million plus the amount of the Total Share Repurchase
Price; and (iv) that the Put Option is not exercised.
As at the Last Practicable Date, Dis-Chem had R2,278 million outstanding under its existing debt facilities, including a R673 million
finance lease obligation.
The Directors believe that the Listing is the next phase in Dis‑Chem’s growth and that the Offer and the Listing will:
•

enhance Dis‑Chem’s profile with investors, business partners and customers;

•

position Dis‑Chem to further pursue its strategic growth plan;

•

enable access to capital markets if necessary for future growth;

•

assist the Company in recruiting, retaining and incentivising members of Senior Management and employees;

•

diversify the Company’s Shareholder base; and

•

create a liquid market for the Ordinary Shares going forward.
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Dividends and Dividend Policy
The Directors have adopted a dividend policy based on an initial target pay-out ratio of approximately 40% of net income.
Assuming that the Company meets the solvency and liquidity tests required by the South African Companies Act, the Directors intend
that the Company will pay an interim and a final dividend in respect of each financial year in the approximate proportions of one-third
and two-thirds, respectively, of the total annual dividend.
The current intention of the Board is that the first dividend to be paid by the Company will be a final dividend in respect of the year ending
28 February 2017, which will be pro-rated for the time period for which the Company will have been listed during the financial year 2017.
The Company may revise its dividend policy from time to time. There is no assurance that a dividend will be paid in respect of any
financial period, and any future dividends will be dependent on, inter alia, the operating results, financial condition, investment strategy
and capital requirements of the Company.
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Industry
Background
Within the pharmaceutical market, there are manufacturers, distributors, wholesalers and retail pharmacies. Manufacturers develop and
produce the pharmaceutical products (comprising both private script and over-the-counter products) which are received and stored by
distributors. These distributors then distribute the manufacturer’s pharmaceutical products in bulk to wholesalers, which have a central
role in distributing such products to retail pharmacies. These retail pharmacies then sell the products to consumers.
The following table sets out certain participants in the South African pharmaceutical market by category:
Manufacturers

Accord, Adcock Ingram, Allegan, Aspen, AstraZeneca, Banbaxy, Bayer, Boehringer Ingelheim, Cibla-Geigy,
Cipla, Dr Reddy’s, JSD, MSD, Merck, Novartis, Novo Nordisk, Pfizer, Roche, Sanofi, Takeda

Distributors

DSV, Imperial Health Sciences, United Pharmaceutical Distributors (“UPD”)

Wholesalers

CJ Distribution, Alpha Pharm, Imperial, Pharmed, Topmed, Trans Pharm

Retail pharmacies

Dis‑Chem, The Local Choice, Alpha Pharm, Clicks, MediRite, Pick n Pay, Spar, dispensing doctors, independent
pharmacies, hospitals, courier pharmacies

As can be seen from the table above, Dis‑Chem operates in both the retail pharmacy and wholesale markets. Each of these markets have
a different competitive profile as described in more detail in “– The South African Retail Pharmacy Market and Dis‑Chem’s Positioning in
the Market” and “– The South African Wholesale Market” below.
The South African pharmaceutical industry is highly regulated and changes in regulations in the past have had, and may in the future
have, a significant impact on the pricing and sale of registered medicines, medical devices as well as complementary and alternative
medicines. For example, the dispensing fee received by retail pharmacies when they dispense medicines and scheduled substances is
subject to a statutory maximum assessed each year. With respect to the distribution and wholesale market, the logistics fees, data fees
and marketing fees payable by pharmaceutical manufacturers may also be further regulated in the future. For more information, see
“Regulation”.
In addition to offering private script and over-the-counter products retail pharmacies also include a “front shop”, offering personal care
and beauty products, healthcare and nutrition products and baby care products. A wide range of retail outlets compete in the “front
shop” space including other pharmacy groups, food retailers, independent retail pharmacies and retail pharmacies who deliver products
directly to customers’ homes through the mail or courier.
The South African Retail Pharmacy Market and Dis‑Chem’s positioning in the market
Prior to 2003 there were restrictions on pharmacy ownership in South Africa which limited the number of pharmacies under the same
ownership and required that pharmacies be owned by qualified pharmacists. When these regulations were lifted in 2003, corporate
ownership of pharmacies in South Africa became possible. This has resulted in the emergence of corporate-owned pharmacies and
pharmacy groups and the further development of “front shop” operations alongside pharmacy. This has accelerated consolidation
(see “– Industry Trends – Consolidation” below) in a more competitive retail pharmacy landscape to the benefit of leading corporate
pharmacies, such as Dis‑Chem.
According to the Market Research, the total South African retail market generates approximately R868 billion in revenue. The size of the
total addressable market for pharmacy retailers that compete in the dispensary, personal care and beauty, healthcare and nutrition, baby
care, dry grocery, confectionary, household and other categories such as paper, first aid and magazines is approximately R179 billion.
A breakdown of the market by revenue is shown in the table below.
Dispensary

Personal care
and beauty

Healthcare
and nutrition

Baby care

Dry grocery

Confectionary

Household

R23bn

R25bn

R8bn

R9bn

R64bn

R30bn

R16bn

Other(1)
R5bn

Source: Market Research based on 2015 data.
(1)

Other category consists of paper, first aid and magazines.

The dispensary market can be further split into over-the-counter and private script markets. Both of these markets have grown over the
last three years with the over-the-counter market growing from R7 billion in 2013 to R9 billion in 2015 (2014: R8 billion) (CAGR of 13%)
and the private script market growing from R12 billion in 2013 to R14 billion in 2015 (2014: 13 billion) (CAGR of 8%). (Source: Market
Research based on 2015 data).
Dis‑Chem’s Retail Business competes in all of the markets detailed above. The Company regards dispensary, personal care and beauty,
healthcare and nutrition and baby care as their main markets with the other markets, including confectionary, dry grocery, household and
other products, being regarded as ancillary.
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The main markets in which Dis‑Chem operates have experienced growth rates in excess of South Africa’s nominal GDP growth rate in
2015 of 6.2% (Source: STATS-SA). Growth in almost all of these markets is expected to exceed this amount over the next three years. The
table below sets forth the estimated current and projected market growth rate in Dis‑Chem’s main markets as at the end of 2015.

Last 3 years’ growth
Next 3 years’ growth

Dispensary

Personal care
and beauty

Healthcare
and nutrition

Baby care

10.1%
9.2% – 11.2%

9.7%
8.9% – 10.9%

9.7%
5.0% – 7.0%

7.6%
6.8% – 8.8%

Source: Market Research based on 2015 data.

The lower forecast growth rate in the healthcare and nutrition market is a result of the introduction of regulations in relation to complementary
and alternative medicines (see “– Regulation”) which are expected to impact this segment of the market.
Within its main markets, Dis‑Chem has a strong and established market share that has grown during the last three years, as shown in the
table below. This illustrates that not only does Dis‑Chem operate in main markets which are growing faster than the South African
economy, but Dis‑Chem is also winning market share.
Market share
2013
2015

Dispensary

Personal care
and beauty

Healthcare
and nutrition

Baby care

16.5%
19.6%

10.5%
12.4%

36.5%
38.0%

6.4%
7.4%

Source: Market Research based on 2015 data.

Dis‑Chem’s strong and established market share is supported by its historically superior pharmacy footfall, resulting in approximately five
times more annual turnover generated per pharmacy than Dis‑Chem’s nearest competitor, Clicks. For more details on Dis‑Chem’s key
performance indicators compared to Clicks, see “– Business Segments – Retail Business” below.
The South African Wholesale Market
As described in “– Background” above, distributors within the pharmaceutical industry distribute branded and generic pharmaceutical
products in bulk to wholesalers, which in turn purchase, warehouse and re-sell such products to retail pharmacies. Some wholesalers
also stock front shop products which are resold to retail pharmacies. The South African wholesale market in which CJ Distribution
operates is highly fragmented with captive wholesalers (i.e. those wholesalers with distribution operations), such as Imperial, and noncaptive wholesalers, such as Trans Pharm and CJ Distribution, servicing retailers. By contrast, the South African distribution market is
highly consolidated with three market participants having around 85% market share: Imperial Health Sciences, UPD and DSV.
Despite the high fragmentation of the wholesale market and the fact that CJ Distribution does not currently service independent
pharmacies nationally, CJ Distribution has the second largest wholesale market share at approximately 23% of the value of the wholesale
market with UPD, Alpha Pharm, Pharmed, Trans Pharm and other wholesalers servicing approximately 25%, 15%, 5%, 5% and 27% of
the wholesale market, respectively (Source: Market Research based on 2015 data).
Industry Trends
Growth of the retail pharmacy market is influenced by several key factors and trends, including population growth and the increase in
the aging population; the growing middle class; increased urbanisation; increasing consumer focus on health and wellness; consumers
seeking greater convenience; resilience to changes in South Africa’s gross domestic product growth (“GDP”); consolidation within the
industry and regulation. Certain of these factors and trends are described in more detail below.
Due to the wholesale market’s dependence on the retail pharmacy market, these factors and trends also drive growth in the wholesale
market.
Population growth and increase in the aging population
According to the World Economic Outlook Database in April 2016, the South African population sustained growth over the last 10 years
from 47.3 million in 2005 to 55.0 million in 2015. The South African population aged 65 and above as a percentage of the total population
in South Africa increased from 3.7% in 2000 to 5.0% in 2014.
These trends have correlated positively with the consumption of pharmaceutical products and the rising demand for chronic illness
management, and Dis‑Chem believes that these trends will result in greater consumption of pharmaceutical products in the future,
benefiting retail pharmacies operating in the region.
Growing middle class
The South African Audience Research Foundation (“SAARF”) Living Standards Measure (“LSM”) is a commonly used research tool in
South Africa. It splits the population into 10 LSM groups, with 10 being the highest (includes consumers earning more than R20,000 per
month) and one being the lowest (includes people with little or no education and generally unemployed). The SAARF LSM groups
consumers according to their living standards using criteria such as the degree of urbanisation and ownership of cars and major
appliances.
According to an All Media Products Survey, Dis‑Chem is positioned amongst higher LSM consumers in terms of customer profile,
specifically for LSMs 6 – 10 which are estimated to be 61% of South Africa’s adult population. In recent years there has been growth in
South Africa’s middle class which is demonstrated by the migration up the LSM ladder with LSMs 6 – 10, Dis‑Chem’s addressable
market, increasing from 18.5 million or 39% of the population in 2005 to 33.5 million or 61% of the population in 2015.
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The table below sets forth the split of the South African population by LSM category from 2005 to 2015:
2005

2007

2009

2011

2013

2015

LSM 6 – 10

39%

47%

51%

57%

61%

61%

LSM 1 – 5

61%

53%

49%

43%

39%

39%

Source: South African Advertising Research Foundation (SAARF).

Resilience to changes in GDP
While the performance of the retail pharmacy industry can be affected by the general economic climate in South Africa which can be
measured by GDP, and in particular, how changes in GDP impact consumer spending patterns and confidence, Dis‑Chem believes that
the retail pharmacy industry and the health and beauty category is more resilient than other consumer industries due to the inelasticity
of demand for many of the non-discretionary pharmaceutical products sold by Dis‑Chem. These products also drive footfall to Dis‑Chem’s
stores, which in turn drives the purchase of other “front shop” products.
Consolidation
Another trend in the retail pharmacy market is the consolidation of retail pharmacies. Since the 2003 change in regulation regarding
ownership of pharmacies, there has been an emergence of corporate pharmacy groups that have been growing their dispensary market
share relative to independent pharmacies. The table below sets forth the split in the retail pharmacy market between pharmacy groups
and independent pharmacies based on store footprint.

Pharmacy groups
Independent pharmacies

2010

2011

2012

2013

2014

2015

14%
86%

16%
84%

18%
82%

19%
81%

20%
80%

21%
79%

Source: Market Research based on 2015 data.

At the end of 2015, 26% of the value of the dispensary prescription market was generated by pharmacy groups. South Africa’s pharmacy
groups’ value of the dispensary prescription market share is still substantially lower than the pharmacy group market share in the more
mature United Kingdom and the United States markets, where corporate ownership is also allowed, which may indicate that further
consolidation in the South African retail pharmacy market is possible as the market matures.
The table below sets forth the breakdown of pharmacy ownership in the United Kingdom, the United States and South Africa for 2015.

United Kingdom
United States
South Africa

Pharmacy
groups

Food retailers

Independents

Courier

49%
49%
26%

8%
24%
7%

44%
16%
57%

–
11%
9%

Source: Market Research based on 2015 data.

The industry has also seen a trend of vertical integration amongst a number of wholesalers and distributors, such as UPD and Clicks and
Alpha Pharm and MediRite. Vertical integration of wholesale and distribution allows for access by distributors and wholesalers to logistics
fees, better working capital management and distributor fees.
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Business
Overview
Dis‑Chem is a leading pharmacy group in South Africa, having been awarded South Africa’s favourite pharmacy brand and #1 health
and wellness brand by PMR.Africa. Dis‑Chem has a “Pharmacy First” approach, where its customers can always depend on there being
a pharmacist to serve their pharmaceutical needs whenever they enter a Dis‑Chem store. In addition to pharmaceutical products and
services, Dis‑Chem’s retail pharmacies also sell personal care and beauty, healthcare and nutrition and baby care products as well as
confectionary, dry grocery, household and other ancillary products. As at 29 February 2016, Dis‑Chem had 98 stores in South Africa and
one partner store in Namibia. Since 29 February 2016, it has agreed lease terms for a further 29 stores, of which two are in Namibia and
three are already trading.
Dis‑Chem is also in the wholesale business of serving third party and Dis‑Chem retail pharmacies through CJ Distribution. Over time,
Dis‑Chem intends to expand CJ Distribution’s operations into the distribution business, whereby it would serve both wholesalers and
retailers.
In the 2016 financial year, the Group generated revenue of R15.5 billion, turnover of R15.1 billion and EBITDA of R1.1 billion. The Retail
Business and the CJ Distribution accounted for 90% and 10% of Dis‑Chem’s EBITDA excluding inter-Group amounts for this period,
respectively.
History
Dis‑Chem was founded in 1978 when recently qualified pharmacists Ivan and Lynette Saltzman opened their first retail pharmacy in
Mondeor, south of Johannesburg, South Africa. Beginning with its first store, Dis‑Chem introduced the concept of a discount pharmacy
with product categories not previously offered in pharmacies in South Africa. The Saltzmans’ second retail pharmacy followed in 1984 at
the Randridge Mall in Randburg, north of Johannesburg. Toward the end of the 1980s, Dis‑Chem began expanding its offering of nonpharmaceutical products or its “front shop” offering, and opened a third retail pharmacy. The business continued to expand in the 1990s
in Johannesburg and Pretoria. In 1997, Dis‑Chem began selling its own private label line of non-pharmaceutical products.
In 2003, laws changed in South Africa allowing for non-pharmacists to own pharmacies, which, despite posing a competitive threat to
Dis‑Chem, led to continued growth for Dis‑Chem and opportunities for it to refine and develop its business model. That year, Dis‑Chem
also launched its loyalty programme. In 2004, Dis‑Chem opened its first store in Cape Town and started its national store rollout. In 2006,
the Saltzmans established the Dis‑Chem Foundation, which supports charitable causes in South Africa.
Dis‑Chem’s partner store concept whereby Dis‑Chem acquires a majority stake in an independent pharmacy and converts it into a
Dis‑Chem store, was conceived in 2008. This concept, alongside the opening of greenfield stores, accelerated the growth of Dis‑Chem’s
store footprint. Upon Listing, Dis‑Chem will also become the 100% shareholder in nine of its stores which are currently co-owned by
Dis‑Chem and independent pharmacists.
In 2013, Dis‑Chem acquired a controlling stake in CJ Group, together with a non-controlling interest in Pharmacy Development Academy
and Evening Star, which marked its entry into the wholesale business. That year, Dis‑Chem also introduced an online shopping platform.
In 2014, Dis‑Chem was voted Best Pharmacy Brand by Readers Digest South Africa, the same year it opened its first store outside of
South Africa in Windhoek, Namibia. In 2016, Dis‑Chem purchased the remaining stake in CJ Group and increased its interest in Pharmacy
Development Academy and Evening Star to controlling shares in each, and began to combine the operations of CJ Group with Dis‑Chem’s
pre-existing wholesale business, with CJ Group’s CEO assuming the role of Dis‑Chem’s head of CJ Distribution. Today, Ivan and Lynette
continue to lead as Dis‑Chem’s CEO and Managing Director, respectively.
Competitive Strengths
The Directors believe that the Group’s competitive strengths consist of five pillars:
1.

A winning retail business model with a customer centric strategy
Core to the Dis‑Chem brand is the “Pharmacy First” approach where every store has a pharmacy so that customers can always
depend on there being a pharmacist to serve their pharmaceutical needs whenever they enter a Dis‑Chem store. Dis‑Chem
believes this helps to drive customer footfall. Dis‑Chem’s large big box format, comprehensive selection of merchandise offering
a wide product choice across all dispensary, personal care and beauty, healthcare and nutrition and baby care needs (with
66,193 stock keeping units (“SKUs”) in total) as well as ancillary in-store services make it an attractive destination for its customers.
Category-specific customer service excellence is an ethos upon which the Company was founded and is embedded into its
corporate culture. The Company employs highly qualified staff and invests in their training to ensure its service standards are
continuously improving. Integral to every pharmacy are the in-store clinics. The Market Research also concluded that Dis‑Chem
was the preferred pharmacy retail brand amongst its main competitor group (including Clicks, MediRite and independent retail
pharmacies) by “net promoter score”, across all LSMs and even more so amongst LSMs nine to 10 customers. Dis‑Chem believes
that its business model in addition to its family run business concept results in a high degree of customer loyalty and lower churn.
The average loyalty customer basket size in financial year 2016 was 111% higher than the average non-loyalty customer basket,
and 73% of Dis‑Chem’s turnover in this period was made from loyalty customers.

2.

Positioning within an industry poised to benefit from strong fundamentals
Historically, Dis‑Chem’s target market has primarily been consumers in LSM 9 – 10 and in recent years has expanded to consumers
in LSM 6 – 10. This target market has grown significantly over the last 10 years (39% of the population in 2005 to 60% of the
population in 2015 according to SAARF) because of rising living standards, population growth and the trend of the rising middle
class in South Africa. The South African pharmacy retail industry is also positioned to benefit from strong secular growth drivers
such as:
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•

the growing number of middle class consumers;

•

increased urbanisation;

•

trends and increased awareness of healthy living;

•

an ageing population and a rise in chronic illness management; and

•

resilience to economic downturns as a result of inelastic demand for dispensary products (both script and over-the-counter
products) and what the company believes is a tendency for customers to continue purchasing relatively low cost front shop
products during economic downturns.

Dis‑Chem believes that its market leading position in the South African retail pharmacy market and its recognised brand and ability
to scale makes it well-positioned to benefit from these positive trends.
3.

A sophisticated infrastructure which will cater for medium term growth in both retail and wholesale
businesses
Dis‑Chem has invested substantially in industry leading SAP software for enterprise resource planning, HR payroll, extended
warehouse management as well as business intelligence and customer relationship management, all of which enables efficient
use of warehouse and retail infrastructure. Dis‑Chem also has access to modern warehouse facilities, which supply stores and
independent pharmacies alike, through the acquisition of CJ Group.
Dis‑Chem has a distribution centre in Midrand (44,000 square metres) and is in the process of expanding its distribution centre
in Cape Town to an enlarged 15,693 square metres (expected to be operational by April 2017) and a new 14,400 square metre
distribution centre in Durban (expected to be operational by November 2016). Additionally, the space at the Delmas facility (that
previously served only independent pharmacies) is being doubled to 6,080 square metres to cater for the anticipated growth.
Dis‑Chem believes that its total future warehouse capacity of over 80,000 square metres will lead to an improved ability to service
independents and grow its wholesale customer base (including new Dis‑Chem retail stores) and will be sufficient to cater for its
medium term growth plans.

4.

Proven financial metrics and track record
Dis‑Chem has driven superior pharmacy footfall, resulting in close to five times more annual turnover generated per pharmacy
than Dis‑Chem’s nearest competitor, Clicks. See “– Business Segments – Retail Business” below. Dis‑Chem’s ability to cross-sell
the front shop by leveraging off pharmacy footfall results in superior trading densities (R114.2 thousand for Dis‑Chem compared
to R61.6 thousand for Clicks). Dis‑Chem’s like-for-like growth has been consistently higher over the last three years than its closest
competitor when measured on the same basis. Dis‑Chem’s like-for-like growth for the financial year 2016 was 8.5%, or 12.4%
when excluding the effect of Dis‑Chem’s co-located pharmacies. For more information on Dis‑Chem’s co-located pharmacies, see
“– Business Segments – Retail Business – Stores – Co-location” below.
Dis‑Chem is also well placed to benefit from its maturing stores, which comprise approximately one third of its store base. These
stores are yet to mature and, as a result, are expected to deliver strong like-for-like growth figures as the trading densities of such
stores grow to optimal levels in years to come. Historically, new stores have traded profitably within one year and have reached
maturity and optimal trading densities within four years of opening. Dis‑Chem expects its new stores to have a similar growth profile.

5.

A highly experienced founder-led management team
Dis‑Chem’s founders, Ivan and Lynette Saltzman, are supported by a very experienced management team, as well as very
competent and professional regional store and category managers. The management team has significant industry experience
and has established relationships with key suppliers all over the world. Many members of the executive team have been with the
business for 15 years or more. The business maintains an entrepreneurial culture which is very agile and enables management to
make quick yet responsible decisions. Management’s people-centric approach makes Dis‑Chem a preferred employer and the
business’ relationship with its pharmacists and senior management results in a relatively low staff turnover rate.

Strategy
Dis‑Chem’s vision is to be the leading retail pharmacy in South Africa. Dis‑Chem aims to continue growing its market share across its
product offering by focusing on the customer and building on Dis‑Chem’s brand positioning. Furthermore, Dis‑Chem expects to maintain
its category leadership by being responsive to consumer preferences and trends, such as food and sport supplements trends, beauty
salon products and treatments.
The Company intends to achieve this through four pillars of growth:
1.

Increasing Dis‑Chem’s store footprint
Dis‑Chem aims to continue to increase its store footprint through pursuing store roll-out opportunities and converting independent
pharmacies to the Dis‑Chem brand.
Dis‑Chem’s strategy remains to identify attractive locations for new pharmacies as well as convert independent pharmacies in
attractive script markets.
Significant store roll-out opportunities
The Market Research identified more than 100 opportunities over the next five to eight years for new Dis‑Chem stores (including
independent pharmacies which are converted to the Dis‑Chem brand), which if pursued, would more than double Dis‑Chem’s store
base. In pursuing store roll-out opportunities, Dis‑Chem will continue to exercise discipline and aim to maximise the profitability
for all new stores. Dis‑Chem believes that it has an experienced team with sufficient capacity to support multiple store openings
and a nationwide supply chain to support the additional 29 stores for which Dis‑Chem has already signed leases. The executive
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management team has successfully worked with Dis‑Chem’s category managers, regional managers and supply chain staff during
past store openings. The Company has successfully tripled in store footprint since its 28 stores in 2008 and has more than doubled
its number of stores since 2010. For a description of Dis‑Chem’s current plans to pursue such opportunities and the factors it
considers in assessing such opportunities, see “– Business Segments – Retail Business – Stores” below.
Dis‑Chem’s organic growth in retail is also expected to create further opportunities for CJ Distribution.
Converting independent pharmacies to the Dis‑Chem brand
Dis‑Chem believes that converting independent pharmacies to the Dis‑Chem brand will present it with opportunities to expand its
footprint and acquire further market share. There are many advantages to converting independent pharmacies, such as access to
an existing customer base and the existing infrastructure of an independent pharmacy; the fact that such independent pharmacies
already have pharmacy licenses and employ qualified pharmacists; and the likelihood of an existing pharmacy business becoming
profitable in a shorter timeframe than new a store. Dis‑Chem has in the past successfully converted independent pharmacies into
Dis‑Chem stores. Certain opportunities have been identified through Dis‑Chem’s wholesale access to independent pharmacies
serviced by CJ Distribution. In the majority of cases, these converted pharmacies are wholly-owned by Dis‑Chem, but in some
cases, the independent pharmacist retains a minority interest in the store. Dis‑Chem believes that its partnership model is an
attractive proposition for independent pharmacists as it allows independents to maintain a minority interest in their store while
benefiting from being part of the Group and increasing their store’s footfall and revenue from front shop cross-selling. For more
information about Dis‑Chem’s partnership model, see “– Business Segments – Retail Business – Stores – Partner/Franchise Model”.
2.

Driving secondary retail opportunities through innovation
Core to Dis‑Chem’s customer centric approach is the ability to remain knowledgeable of customers changing needs which
has resulted in the Company seeking innovative ways to increase the Dis‑Chem brand footprint through secondary revenue
opportunities including:
•

Specialty Medicine and Oncology
Dis‑Chem believes its specialty medicines and oncology offering will be a contributor to growth as economies of scale are yet
to materialise from these revenue streams. Specialty medical devices is a niche opportunity which Dis‑Chem will continue to
offer to both private and public sector healthcare providers and hospitals with a total of 1,451 SKUs on offer as of 31 August
2016. It will also continue to mix specialty medicines ready for administration by oncologists and other specialists at hospitals
and doctors’ practices.

•

Dis‑Chem Direct
Dis‑Chem intends to expand its market share in the contracted courier business, Dis‑Chem Direct, to enhance customer
convenience and secure repeat dispensary business in both the private and public health sectors. The government is the
biggest buyer of medicines in South Africa, and Dis‑Chem has made preliminary inroads into this market by tendering for
public sector contracts to courier medicine to pick up points in rural areas.

•

Corporate Wellness
Dis‑Chem intends to continue entering into partnerships with blue-chip corporate clients to provide in-house nursing sisters
and wellness centres with the ability to offer over-the-counter medicines which will be serviced by the nearest Dis‑Chem
pharmacy. Dis‑Chem intends to continue growing its client base for on-site corporate wellness days. The Dis‑Chem-branded
wellness centres and corporate wellness days serve as additional brand touch points which Dis‑Chem believes will help grow
its loyalty customer base and bring additional footfall through the pharmacies’ dispensary offering to enable Dis‑Chem to
further leverage its front shop.

•

E-Commerce
Dis‑Chem intends to leverage off the success of the Click & Collect offering which enhances convenience whilst driving footfall
through the front shop by drawing its e-commerce customers to their preferred store of choice. E-commerce is growing in South
Africa and Dis‑Chem believes it is well positioned to take advantage of opportunities that may arise in this space. This platform
will give buyers access to Dis‑Chem’s large product range and allow Dis‑Chem to sell lines of larger products and specialty
items which cannot be stocked in most stores, such as specialised wheelchairs, baby furniture and aids for the assisted living.

3.

Driving margins by leveraging Dis‑Chem’s existing head office cost base
Dis‑Chem aims to improve operating margins by leveraging its existing head office cost base. Dis‑Chem has made significant
investments in its head office cost base. Its head office staff count has grown from 461 to 651 people from the financial year 2014
to the financial year 2016 with staff costs of R208 million and R316 million, respectively, representing a cost CAGR of 23.2% per
annum. As a result of this investment, management does not foresee a need for any increase other than incremental increases to
head count in the medium term.
Dis‑Chem believes that its existing head office cost base is sufficient to cater for its medium term growth which will drive
improvements in operating margins and profitability as store count increases.

4.

Expanding CJ Distribution
Dis‑Chem intends to expand CJ Distribution in the medium term by seeking opportunities to capture the supply chain of independent
pharmacies and to gain scale, and to expand into the distribution business, whereby it would serve both wholesalers and retailers.
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Dis‑Chem believes that the consolidation of the independent pharmacy market will drive consolidation of the wholesale market as
well, resulting in CJ Distribution gaining further wholesale scale as well as favourable positioning when negotiating with suppliers.
There is also an opportunity for the company to grow its market share through the conversion of independent pharmacies to
The Local Choice brand, a pharmacy group of which CJ Distribution is the franchisor (as discussed in “– Business Segments –
CJ Distribution – The Local Choice” below). Currently, CJ Distribution is servicing R847 million in private script products of the
R7.2 billion independent wholesale market (according to Impact RX Data as at July 2016) with the opportunity to continue winning
market share in the remainder.
Business Segments
Retail Business
Dis‑Chem’s Retail Business is comprised of Dis‑Chem’s network of retail pharmacy stores and its e-commerce website, its
corporate wellness clinics, and its courier service, Dis‑Chem Direct. As at the Last Practicable Date, Dis‑Chem operated 101 retail
pharmacies (of which 95 will be wholly-owned and six majority-owned franchises following the Listing) throughout South Africa and
two partner stores in Namibia, and 15 corporate wellness clinics. Dis‑Chem operated 73, 84 and 98 stores as at the financial years
ended 2014, 2015 and 2016, respectively. It has grown rapidly in recent years, opening 70 new stores between the beginning of
the financial year 2008 and the end of the financial year 2016, each with a “pharmacy first” approach, whereby every store has a
pharmacist and at least one wellness clinic.
Dis‑Chem has stores located in almost all of South Africa’s regions, with a strong presence in Gauteng and surrounding areas as
well as KwaZulu-Natal, the Eastern Cape and the Western Cape.
According to the Market Research, from a customer value proposition perspective, Dis‑Chem outperformed its closest competitor
amongst LSM 9 to 10 customers in four out of five metrics with the fifth criteria, convenience, ranked equally with its nearest
competitor, Clicks. The four metrics were value/price, assortment/range, customer experience and service. Across all LSMs, where
Clicks ranks better from a convenience perspective, Dis‑Chem still outperformed on assortment/range, customer experience
and service, and ranked equally on value/price. Dis‑Chem is also seeking to attract a younger and lower LSM consumer which
will contribute to increasing the business’ reach across the LSM spectrum. For the financial year 2016, the LSM 7 – 10 category
contributed 88% of Dis‑Chem’s turnover. For more detail on LSMs and trends in the pharmaceutical industry, see “Industry”.
The table below compares the key operational metrics of Dis‑Chem’s Retail Business to its nearest competitor, Clicks.

Market share of revenue
Number of stores
Stores with dispensary (%)
Pharmacy Turnover per pharmacy (R millions)(2)
Trading Density (R thousands)(3)
Like-for-like growth(4)
(1)

(1)

Dis‑Chem

Clicks

19.6%
101
100%
50.2
114
8.5%/12.4%(5)

18.7%
496
78%
10.4
62
7.9%

Source: Market Research. Market size based on calendar year 2015 with actual sales based on financial year ended February 2016.

(2) Financial year 2016 information for Dis‑Chem. Clicks information based on its annual report for its financial year 2015. Clicks stores sales of R13.7 billion, of
which 27.5% was disclosed as pharmacy contribution. Clicks had 361 pharmacies for its financial year 2015.
(3) Financial year 2016 information for Dis‑Chem. Trading Density for Clicks shows the Clicks group’s overall retail trading density for 2015. Trading Density for
Clicks is defined as total Clicks group retail sales divided by total retail floor space. Clicks information based on its interim financial report for its first half
of 2015.
(4) Financial year 2016 information for Dis‑Chem. Clicks information based on Clicks’ annual report for its financial year 2015. Like-for-like growth is defined as
total growth in retail sales only for stores that have been open for at least two full years.
(5) The 8.5% like-for-like growth figure includes all existing stores with at least two full years of trading, including stores within the co-location cycle. The 12.4%
like-for-like growth figure excludes stores within the co-location cycle, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operation – Non-IFRS Measures – Like-for-like revenue growth”.

Stores
Dis‑Chem retail pharmacies are generally located in shopping malls or similar retail destinations. The layout of stores is generally
consistent across Dis‑Chem’s network. Dis‑Chem has successfully tripled its store footprint since 2008 when it had 28 stores
and has more than doubled its number of stores since 2010. Dis‑Chem opened five, 11 and 14 new stores in the 2014, 2015
and 2016 financial years, respectively. The average floor space for each Dis‑Chem store is approximately 1,540 meters square.
With 60,303 front shop SKUs, Dis‑Chem stores offer a wide variety of products in their front shops. Dis‑Chem’s stores contributed
approximately 95% of the Retail Business’ revenue for the financial year 2016.
The Group’s strategy is to open a new store where it is feasible to open a new pharmacy and therefore will consider the size of
the potential script market in a particular area, in combination with population density and the position of the site, before deciding
to open a store. The Market Research commissioned by Dis‑Chem analysed potential headroom for growth and identified micro
markets for expansion. The white space opportunities were identified through a five stage process:
•

geo-mapping of Dis‑Chem’s loyalty base;

•

categorising the Company’s loyalty penetration into different LSM’s;

•

defining catchment areas for Dis‑Chem stores;

•

analysing whether a catchment area had a large enough private script market to support a Dis‑Chem dispensary; and

•

overlaying private script data to validate the potential identified.

Through this process, the Market Research identified more than 100 opportunities for new Dis‑Chem stores, which if pursued,
would more than double Dis‑Chem’s store base. As at the Last Practicable Date, Dis‑Chem had already agreed lease terms
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for 29 new stores since the financial year ended 29 February 2016, comprising three stores which were opened during the six
months ended 31 August 2016, a further eight stores to be opened during the six months ending 28 February 2017 and at least 18
stores expected to open during the financial year ending 28 February 2018. Dis‑Chem is also in the final stages of negotiation for
additional stores and continues to assess remaining whitespace opportunities. As a result, Dis‑Chem has made progress towards
its goal of doubling its store footprint over the next five to eight years and intends to open 15 to 20 stores per year in the medium
term. The table below sets out the key metrics Dis‑Chem considers and targets when evaluating the attractiveness of new stores:
Target key metrics
Target size (square metres)
Capital expenditure
Working Capital investment
Target Trade Density for mature stores
Store breakeven
Maturity
(1)

1,000 – 1,800
R5,000 per square metre
R7,000 per square metre
R110,000 per square metre(1)
Less than 1 year
4 years

In 2017 real terms.

New stores historically have traded profitably within one year and have matured within four years from opening. Historically, stores
have experienced a significant increase in sales between the first and second years of opening; currently 30 of Dis‑Chem’s stores
have been open for less than four years. Of these 30 stores, five were opened in financial year 2014, 11 were opened in financial
year 2015 and 14 were opened in financial year 2016. Dis‑Chem’s remaining 68 stores were opened before financial year 2014.
Dis‑Chem tends to refurbish its existing stores as needed, which historically has been approximately every seven years, with the
cost of refurbishment being approximately 40% of the cost of a new store.
Partner/Franchise Model
In addition to opening new stores, Dis‑Chem also acquires majority stakes in, and converts existing independent pharmacies to the
Dis‑Chem brand through a partner/franchise model. This model enables the existing independent pharmacy’s owner to maintain
a minority interest in the store once converted into a Dis‑Chem store. Nine of these stores will become wholly-owned by Dis‑Chem
upon Listing, with six remaining majority-owned.
Dis‑Chem believes it is able to add significant value to independent pharmacists through conversions to a Dis‑Chem branded store
due to its below propositions:
•

The strength of the Dis‑Chem brand increases pharmacy footfall;

•

A new or enhanced front shop with Dis‑Chem’s larger product range significantly boosts trading densities;

•

Converted pharmacies are able to leverage off Dis‑Chem’s supply chain and buying power; and

•

Independent pharmacists are able to benefit from Dis‑Chem’s significant support structures.

Dis‑Chem uses its partnership model where it identifies a conversion opportunity that meets certain criteria, including but not
limited to the following:
•

The independent pharmacist is like-minded and is amenable to doing business “the Dis‑Chem way”;

•

The independent pharmacist has a solid customer base in an attractive prescription market; and

•

Dis‑Chem is able to leverage its brand and store formats within the market.

Co-location
In the 2015 and 2016 financial years, Dis‑Chem identified a number of new store location opportunities that could relieve high
levels of trading at select existing locations. When the trading level at a store is very high, the customer experience is negatively
impacted, there is limited room for growth in sales at that store and a risk that customers choose competitors’ stores.
Of the 25 new store openings between March 2014 and February 2016, 16 new stores were co-located within the catchment area
of 27 existing stores. The catchment area is based on management’s knowledge of markets served as distances between stores
is not always a natural determinant of the catchment area. As a consequence of the strategy, turnover at existing stores with new
co-located stores is negatively impacted in the early months but typically improves over time.
The table below shows the impact of the growth of co-located stores on existing stores’ monthly sales performance.

Number of months after new co-located stores open
–
3
6
9
12
15
18

Monthly sales
growth versus
prior year’s sales
6.1%
(2.3%)
(5.6%)
(5.5%)
(4.3%)
6.2%
7.3%

Based on Dis‑Chem’s historical experience, after six months, the negative impact of co-location typically peaks as consumers
become aware of the new co-located store. However, based on historical experience, the impacted stores typically start growing
again after 13 months of operation. A number of stores where co-located stores were recently open are still being impacted by
co-location.
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Dis‑Chem’s current new store rollout plans focus primarily on new catchment areas. However, in selected areas where attractive
opportunities become available or existing stores require support from a newer store, Dis‑Chem may selectively repeat this strategy.
Dis‑Chem believes its co-location strategy has been successful and has contributed to improvement in its market share.
Corporate Wellness Clinics
In 2015 Dis‑Chem began opening and operating clinics at the offices of subscribing companies. These companies contract with
Dis‑Chem to provide clinic services on site at the companies’ premises and to act as a general wellness clinic for checking health
indicators and in case of emergencies. The clinic visits by the company staff are paid by the respective company or charged to
the employee per visit. The programme can also include onsite wellness offerings, which includes wellness screenings by qualified
nurses to the company staff once or twice a year. The corporate wellness clinics contributed less than 1% of the revenues of
Dis‑Chem’s Retail Business for the financial year 2016.
Dis‑Chem Direct
Dis‑Chem Direct is the courier service provided by Dis‑Chem to medical aids, companies, individuals, healthcare providers and the
government. Dis‑Chem Direct contributed approximately 5% of the Retail Business’ revenue for the financial year 2016.
Dis‑Chem has contracted with 64 medical aids (eight on an exclusive basis) and seven companies to deliver pharmaceutical
products to their medical aid members and employees. Individual customers may also place orders for chronic medication delivery
either online or through Dis‑Chem’s customer care line. Dis‑Chem also supplies specialty medicine to healthcare providers and
currently services 50% of the private oncology drug market. Dis‑Chem Direct has also been contracted to facilitate movement of
government pharmaceutical products to state patients. Although this is currently a small revenue contributor, it is an opportunity
over the medium term as it is a step in inclusion in the South African National Health Services. In the public sector, Dis‑Chem Direct
processes over 50,000 prescriptions per month, while in the private sector this number is over 60,000. Over 150,000 individual items
are processed and dispensed each month, facilitated by Dis‑Chem’s highly automated equipment and systems for processing
prescriptions.
CJ Distribution
The South African pharmaceutical wholesale and distribution value chain involves the distribution of goods from product
manufacturers through to distributors then to wholesalers and, ultimately, to retailers. Through CJ Distribution, Dis‑Chem operates
as a wholesaler, meaning it distributes products from distributors to retailers. Prior to 2013, Dis‑Chem’s wholesale business focused
solely on distributing products from its distribution centres to its own store network. In 2013, with the acquisition of the majority
interest in CJ Group, Dis‑Chem also began distributing products to independent retail pharmacies.
Dis‑Chem currently services more than 560 independent retail pharmacies in South Africa of which 52 are TLC stores (as discussed
in “– The Local Choice” below). Dis‑Chem distributes both dispensary and health-related products, including medicines and
scheduled substances, and front shop products, to these independent pharmacies and TLC stores from its existing distribution
centres in Cape Town, Johannesburg (Midrand) and Delmas. As of 31 August 2016, Dis‑Chem has a 98% on-time delivery status,
with on average 50,701 products picked per day in Johannesburg alone. The below table sets forth the geographic footprint of
CJ Distribution Services across both independent pharmacies and TLC stores.

Eastern Cape
Free State
Gauteng
KwaZulu-Natal
Limopo
Mpumalanga
Northern Cape
North West
Western Cape
Total

Number of
independent
pharmacies in
South Africa

Number of
independent
pharmacies
serviced by
CJ Distribution

179
126
906
427
163
167
43
137
325
2,473

Number of
TLC stores

Penetration of
independent
pharmacies

Independent
pharmacy
market share
by value

–
42
309
43
38
88
12
28
–

–
3
26
5
5
10
–
3
–

–
33%
34%
10%
23%
53%
28%
20%
–

–
8%
25%
–
24%
31%
–
5%
–

560

52

23%

12%

Source: Pharmaceuticals in South Africa – An Enquiry (Helen Suzman Foundation), ImpactRX

Revenue generated from servicing Dis‑Chem stores comprised 83% of CJ Distribution’s revenue for the financial year 2016,
whereas revenue generated from servicing The Local Choice (“TLC”) stores and independent pharmacies comprised 17% of
CJ Distribution’s revenue for the same period.
The Local Choice
Where the market may not yet support a full Dis‑Chem-branded store, Dis‑Chem will consider entering, through CJ Distribution, into
franchise agreements with independent/private pharmacies which have suitable existing management already in place and are not
owned by the Group. CJ Distribution is the franchisor of TLC, a pharmacy group, and the revenues from these arrangements are
attributable to the wholesale segment as it is a key driver of sales volumes in the wholesale segment.
Under Dis‑Chem’s TLC franchise agreements, franchisees are required to source a minimum percentage of their stock from
CJ Distribution while the franchises receive supply chain, reporting and other support services from Dis‑Chem. TLC franchisees
source on average more products from CJ Distribution than other independent pharmacies, which increases the economic benefits
of converting independent pharmacies into TLC franchises. CJ Distribution supplies pharmaceutical and front shop products to
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TLC franchisees. There are currently 52 TLC franchises which contribute between two to four times more revenue to CJ Distribution
than a typical independent pharmacy.
Products and Services
In addition to pharmacy operations, all of Dis‑Chem’s retail pharmacies comprise both a front shop, offering an extensive range
of products across a variety of categories, such as personal care and beauty, healthcare and nutrition, baby care, confectionary,
dry grocery and other household goods, with specialised departments concentrating on health, beauty and personal care, and a
pharmacy, offering dispensary services and over‑the‑counter (“OTC”) products. The below table shows the contribution of each of
Dis‑Chem’s key product categories to its revenue for the financial year 2016.

Product category

Contribution to
Dis‑Chem’s
financial year
2016 Retail
Business revenue

Dispensary
Personal Care and Beauty
Healthcare and Nutrition
Baby Care
Confectionary
Dry Grocery
Household
Other
Total

37%
26%
22%
5%
4%
2%
1%
2%
100%

Each store also offers services that the Group believes are core to its offering, including a general wellness clinic and/or a baby
clinic. Certain stores also offer ancillary services, including a beauty salon in the majority of stores and a hair salon in a few select
stores. Each store has trained and knowledgeable employees who focus on delivering high levels of service to customers.
Front Shop
Within its front shop, Dis‑Chem focuses on delivering an extensive range of products (including exclusive brands and private label
brands) as well as quality and value to customers. For each product category, a Dis‑Chem category executive is responsible for
sourcing and procuring products through analysing sales and gross margins of each product. Pricing for front shop products is
generally aimed at providing customers with competitively low prices, while also offering promotions and specials. In addition
to third-party brands, Dis‑Chem also carries private label products as well as brands exclusive to Dis‑Chem stores. Dis‑Chem’s
private label brands are sourced from local and international manufacturers, distributors and suppliers and checked by Dis‑Chem’s
quality assurance team to ensure that they adhere to regulations and the quality with which Dis‑Chem is associated. In order to
ensure a variety of the right blend of private label versus national brands, Dis‑Chem’s target for private label brand products is
generally between 20% to 25% of front shop revenue.
Within each product category, Dis‑Chem continually reviews its offering, in particular in light of product trends and potential new
suppliers, in order to enhance and refresh its stock range and, as a result, offer the best value to customers and differentiate itself
from competitors. As of 31 August 2016, Dis‑Chem offers a total of 60,313 SKUs across its product categories.
Personal Care and Beauty
The beauty department in each Dis‑Chem store offers a wide range of cosmetics, fragrances and hair-care and personal grooming
products, and is featured prominently toward the front of the store. In addition to branded products, Dis‑Chem stocks private
label beauty products, such as Nature’s Nourishment and Basics. Dis‑Chem also offers beauty products which are exclusive to
Dis‑Chem stores, such as BioNike, LA Girl and Palladio branded cosmetics. The beauty department is staffed by shop assistants
specially trained to advise customers on their beauty-related needs. Each store also has a dedicated till in the beauty department
for customers to pay for their purchases. Each Dis‑Chem store also offers an assortment of personal care items, including toiletries
and grooming products.
Some of Dis‑Chem’s larger stores include Skin Strategy Beauty Salons, nail bars and professional hair salons.
In the 2016 financial year, revenue generated from personal care and beauty accounted for 26% of Group revenue.
Healthcare and Nutrition
In line with being a health retailer, Dis‑Chem offers a wide array of health products (both exclusive brands and private label brands),
including vitamins, supplements, sports nutrition and nutraceuticals, as well as carrying sports-related items. Dis‑Chem also stocks
a series of homeopathic and herbal remedies. Specially trained staff in the health department are on hand to assist customers with
their queries or to provide advice.
In the 2016 financial year, revenue generated from healthcare and nutrition accounted for 22% of Group revenue.
Baby Care
Within its baby department, Dis‑Chem stocks a range of baby goods, including food, diapers, toiletries, books and toys, as well as
products for expectant and new mothers and a comprehensive private label programme.
In the 2016 financial year, revenue generated from baby care accounted for 5% of Group revenue.
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Confectionary, Dry Grocery, Other and Household
Dis‑Chem carries a variety of household goods, which include household consumables, such as household products and cleaning
supplies, as well as confectionary, drinks, snacks and other food products.
In the 2016 financial year, revenue generated from confectionary, dry grocery, other and household accounted for 4%, 2%, 2% and
1% of Group revenue, respectively.
Dispensary
Dis‑Chem’s pharmacies supply both prescription and OTC medication. Dispensary sales (including both OTC and script sales)
accounted for approximately 37% of revenue in the 2016 financial year. Dis‑Chem pharmacies are independently managed from
the front shop. The pharmacy is supervised by a pharmacy manager, and is staffed with both pharmacists and qualified pharmacy
assistants. Dis‑Chem also makes use of a centrally linked database which allows customers to get their script at any Dis‑Chem
store in the country. In most stores, Dis‑Chem’s OTC products are located at a different counter to private script products. Qualified
pharmacy assistants offer customers advice and assistance on OTC products and service the OTC counters.
All scheduled substances sold in the pharmacy (including prescription and OTC medication) are sold at the price set by the
single exit price (“SEP”) regulation. Accordingly, Dis‑Chem’s dispensary-related revenue is comprised of the SEP-mandated price
plus a dispensing fee for each transaction. The dispensing fee Dis‑Chem can charge is limited to a statutory maximum which
is determined as a percentage of the SEP of that medicine or scheduled substance and is capped at a specific Rand amount.
However, to remain competitive among its peers, Dis‑Chem historically has generally charged dispensing fees which are lower
than the statutory maximum based on fees that have been negotiated with certain medical aid schemes.
For dispensary purchases by customers covered under a medical aid scheme, Dis‑Chem will generally be reimbursed by the
scheme within approximately 14 to 16 days of dispensing medication. Dis‑Chem’s pharmacy computer systems are able to confirm
in real-time whether and to what extent a customer is covered by a scheme.
Certain medical aid schemes have awarded Dis‑Chem designated service provider (“DSP”) status, meaning that scheme’s
members tend to use Dis‑Chem for the dispensing of their chronic medication or else they would incur a non-DSP penalty payment.
Clinics
Each of Dis‑Chem’s retail pharmacies has one or more in-store clinics, totalling 194 clinics staffed by 205 clinic nurses as at August
2016, which are focused on either general wellness or healthcare for babies. Dis‑Chem’s general wellness clinic offers a range
of services including diabetic care and dietary advice; blood pressure monitoring; glucose screening; HIV screening, testing
and counselling; weight loss advice; vitamin injections; Medical Aid Health Assessments; blood pressure screening; cholesterol
checks; and body mass testing. Dis‑Chem’s baby clinics provide immunisations and weighing, measurement and development
assessments, as well as advice on topics such as colic treatment, breast feeding, introducing solid foods, teething, sleep patterns
and rash and allergy prevention.
Ancillary Services
Certain Dis‑Chem stores also offer ancillary services. Sixty-three stores offer a beauty salon, which provides services such as
beauty treatments, skin care treatments, massages and laser treatments. In addition, 27 stores offer a nail bar, and seven stores
offer a hair salon. In total, Dis‑Chem operates 97 hair, nail and beauty salons.
E-commerce
Dis‑Chem has made significant investment in its e-commerce platform in order to cater for its consumers’ shopping preferences.
Dis‑Chem’s e-commerce website has become a growing part of Dis‑Chem’s business since it was first introduced in 2013. Through
this platform, customers have the option of collecting their purchases in-store through Dis‑Chem’s Click & Collect service, which
was launched in April 2016, or having their purchase delivered to their homes. Customers can also use this platform to make
bookings for the clinic, beauty and hair salons online, submit scripts for collection in store, check their loyalty statement and donate
or transfer points, or even use the “ask the expert” feature to seek advice in specific categories.
The pending integration of the new CRM platform with the online store is expected to allow Dis‑Chem to target promotions at
specific customers based on their profile and spending habits. Dis‑Chem will also be able to provide limited time offerings to
promote the use of its website and convert cross-sell opportunities.
Supply Chain
Product Sourcing
Dis‑Chem sources its products from 700 to 800 domestic and international vendors. Dis‑Chem’s top 30 vendors account for
approximately half of Dis‑Chem’s monthly purchases.
In the course of its ordinary business activities, from time to time, Dis‑Chem enters into agreements with related-party suppliers for
the rendering of services or the delivery of goods (such as water, vitamins and supplements), the terms of which are negotiated
on an arm’s length basis.
Procurement
Procurement is centrally managed at Dis‑Chem’s head office, with heads of product categories being heavily involved in the
decision-making process of which products to source, and the procurement team managing the relationships and procurement
terms with Dis‑Chem’s vendors. Dis‑Chem’s purchase terms vary among vendors although Dis‑Chem endeavours to use its
standard procurement terms where possible. Within each product category, Dis‑Chem continually reviews its offering, particularly
in light of product trends and potential new suppliers, in order to enhance and refresh its stock range and aims to offer the best
value to customers and differentiate itself from competitors.
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Replenishment
Currently, in-store replenishment of products is driven in large part by store managers, who are able to reorder products depending
on stock levels. Dis‑Chem is currently in the process of implementing a new SAP forecasting and replenishment (“F&R”) system
which is expected to become operational in January 2017. Designed to add automation into the replenishment process, the F&R
system will facilitate in-store demand-driven replenishment to synchronise and optimise inventory along Dis‑Chem’s supply chain.
Distribution Network
The majority of Dis‑Chem’s products are held at one of Dis‑Chem’s distribution centres before onward distribution to Dis‑Chem’s
stores, however, some products are delivered directly to Dis‑Chem stores by the relevant product suppliers. Stores generally
receive a delivery from a Dis‑Chem distribution centre once each day and multiple deliveries from other vendors.
Dis‑Chem has a national infrastructure and currently operates from three leased distribution centres located in Johannesburg
(Midrand), Cape Town and Delmas. The Johannesburg, Cape Town and Delmas distribution centres have capacities of
approximately 44,000 square metres, 2,250 square metres and 2,780 square metres, respectively. The expected floor space
utilisation of the Johannesburg distribution centre once KwaZulu-Natal, Delmas and Cape Town are completed will be 63%. The
lease for the Johannesburg centres are for 30 years, the lease for the Delmas centre is 10 years and the lease for the existing Cape
Town centre does not have a specified termination date. The lease for the Durban warehouse is expected to be 10 years and the
lease for the new Cape Town centre, which will come online in early 2017, is also expected to be 10 years.
Dis‑Chem is currently in the process of upgrading and expanding its warehousing capabilities. The Delmas distribution centre
is being enlarged by another 3,300 square metres, with operations expected to commence in February 2017 and floor space
maximising of 45% after the expansion is complete. In addition, Dis‑Chem is developing a new 14,400 square metre distribution
centre in Durban, and is in the process of constructing a 15,693 square metre distribution centre in Cape Town, which is intended to
replace Dis‑Chem’s current distribution centre in Cape Town once completed. The new Durban and Cape Town distribution centres
are expected to be operational by November 2016 and April 2017, respectively, and are expected to have floor space utilisation
of 30% and 40% once operational. As a result of the above mentioned expansions to its warehousing capabilities, Dis‑Chem has
obtained sufficient capacity to service growth in its store numbers in the medium term.
Dis‑Chem has a fleet of approximately 80 vehicles, the majority of which it leases for deliveries from its distribution centres to
Dis‑Chem stores. Because the distribution network remains a relatively new part of the business, Dis‑Chem also uses a third-party
transportation provider, 3PL, while it builds the necessary scale to invest in a bigger fleet.
Marketing, Loyalty ProgramME And Customer Service
Marketing
Dis‑Chem’s marketing strategy is based on its “Pharmacy First” approach, as a health retailer with “Pharmacists Who Care”, aiming
to be customers’ first choice for all pharmacy needs. Dis‑Chem’s brand positioning is supported by a variety of marketing initiatives
with both regular, nationwide campaigns as well as targeted promotions and sponsorships. For major campaigns, the promotional
calendar is prepared a year in advance but adjusted as necessary to respond to market conditions or competitors’ advertising.
Mass advertising initiatives include regular month-end broadsheet promotions, national TV and radio advertising, in-store ad
hoc response advertisements, category-specific promotions in national daily newspapers and new store opening promotions.
Dis‑Chem also supports a series of sporting events, underpinning Dis‑Chem’s focus on sports- and health-related products. In
addition, Dis‑Chem runs customer workshops, including “60 Plus” workshops on topics of interest to the older community and
beauty and skin care workshops focused mainly on Dis‑Chem’s exclusive brands, skin treatment and colour cosmetics.
Dis‑Chem has won awards through newspaper reader polls, including Best Pharmacy and Best Health Store. Dis‑Chem has also
been recognised by Readers Digest South Africa as Most Trusted Pharmacy on the basis of professional and reader surveys. In
addition, Dis‑Chem has won a number of prestigious Diamond Arrow awards for its corporate social initiative achievements from
Professional Market Research, granted on the basis of professional and extensive market research nationally. In addition, in a
customer survey conducted in 2016 as part of the Market Research, Dis‑Chem received a higher “net promoter score” than that of
its main competitors and independent pharmacies.
Loyalty Programme
As at the financial year ended 2016, Dis‑Chem had approximately 4.2 million loyalty programme members, which grew at a CAGR
of 14% over a three-year period from 2.8 million in the 2013 financial year. In the 2016 financial year, loyalty customers accounted
for approximately 73% of front shop revenue (i.e. excluding dispensary sales). Dis‑Chem’s average basket size for overall loyalty
customers of R289 was 111% greater than the average non-loyalty customer basket size of R137. When the loyalty customers
are split between customers with and without partners, loyalty customers without a partner have a basket size of R236 and with a
partner it is R336. 71% of Dis‑Chem’s loyalty customers are women and the rest are men.
For each purchase where a customer presents a loyalty card, Dis‑Chem credits the customer with 1.5% of their total purchase
price (excluding dispensary products) in loyalty points and also contributes a percentage to the Dis‑Chem Foundation (for more
information, see “– Community Initiatives” below). Customers are able to use their loyalty points in lieu of payment on future
transactions, incentivising loyalty points to be spent in Dis‑Chem stores. Dis‑Chem is in the process of implementing an improved
and more responsive loyalty programme in connection with upgrades being made to its IT systems (for more information, see “–
Information Technology” below). The new loyalty programme is aimed at further targeting customers’ specific needs and lifestyle
and offering tailored benefits.
Through its loyalty programme, Dis‑Chem also partners with other loyalty programmes, including programmes run through medical
aid schemes as well as unaffiliated loyalty programmes, in order to incentivise customer spending in-store. These partners include
Absa Rewards (from 2009), eBucks (from 2011), Momentum Multiply (from 2012), Medihelp (from 2014), Legacy Lifestyle (from
2014, Discovery Vitality (from 2015), Best Med (from 2015), Sanlam Reality (from 2016) and School Days (from 2016). Depending
on the arrangement Dis‑Chem has in place with a particular programme, Dis‑Chem pays the third-party provider of that programme
a percentage of customer spend which is in addition to the amount customers already receive back in loyalty points.
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Going forward, Dis‑Chem intends to convert non-loyalty customers and increase customer loyalty membership as well as basket
size through the newly implemented customer relationship management system and loyalty platform, which will allow it to gain a
single view of its loyalty customers over time and better direct its marketing efforts. Another key focus will be to continue to develop
partnerships with leading reward programmes and medical aids which will enhance convenience for customers and channel
spend back into Dis‑Chem stores. Dis‑Chem also intends to leverage customer loyalty by adding brand touch points through its
secondary retail offerings described in more detail in “– Strategy – Driving secondary retail opportunities through innovation” above.
Customer Service
Dis‑Chem focuses on providing customers with high levels of in-store customer service, which the Directors believe is a competitive
strength of Dis‑Chem. Each store is well staffed with knowledgeable employees in each department. Dis‑Chem has an ongoing
schedule of training for its health-focused employees along with OTC, clinic and dispensary staff, in collaboration with leading
brands. Beauty-focused employees also have ongoing training throughout the year by both local and international experts,
covering the spectrum from treatments, fragrances and cosmetic trends.
In addition, Dis‑Chem operates a customer service careline and tracks all customer queries, complaints and compliments monthly
throughout all aspects of the business and departments. Dis‑Chem endeavours to maintain a strict 24-hour maximum response
time for any complaints received.
Employees
The following table details the numbers of the Group’s employees as at the dates indicated below:
Employees (full and part-time)
28 February
2014

As at
28 February
2015

29 February
2016

Retail Business
CJ Distribution

8,587
205

9,941
266

11,432
558

Total

8,792

10,207

11,990

The Directors believe that Dis‑Chem’s relations with its employees have been and continue to be good. The Directors also believe
that relations with its employees’ trade unions are good. Dis‑Chem is party to an organisational rights agreement with the South
African Commercial Catering and Allied Workers Union (“SACCAWU”), the terms of which would be triggered if more than 30% of
employees were unionised. There has been no industrial action that has affected the Group in recent years. As at the financial year
ended 2016, approximately 4% of Dis‑Chem’s Retail Business employees and 51% of CJ Distribution employees were members
of trade unions.
Dis‑Chem seeks to provide an ethical work environment for pharmacists to practice within the boundaries, rules and regulations
imposed by the SAPC and the South African Department of Health. In order to recruit and retain pharmacists, Dis‑Chem has
implemented various measures in relation to training programmes, succession planning, career development and retention
strategies. For example, Dis‑Chem runs an undergraduate bursary programme for pharmacy students which supports and tracks
students from the beginning of their pharmacy studies until their eventual placement in a Dis‑Chem store. In addition, Dis‑Chem
recently initiated a programme that enables pharmacists and qualified pharmacy assistants to attend 12 compulsory continuing
professional development sessions required by the SAPC. Dis‑Chem also runs an internship programme to nurture and develop
young talent.
Dis‑Chem employs a competitive compensation model, and monitors and responds to developments in the industry, including
public sector wage increases. It subscribes to an industry‑agreed minimum wage agreement, and pays 8% to 15% more than the
prescribed minimum wage in most employee categories. Dis‑Chem provides its employees with medical aid cover as well as a
tiered approach to company provident fund contributions. Dis‑Chem’s contribution to the fund increases based on the employee’s
length of service.
Dis‑Chem also provides incentive-based compensation to members of management, including store managers, in-store dispensary
managers, regional managers and support services managers based in its head office. For further discussion of management
incentive schemes and compensation, see “Management and Corporate Governance – Employee Incentive Schemes”.
Property
All of Dis‑Chem’s stores are located in leased premises. Where possible Dis‑Chem endeavours to use its standard lease agreement
or the standard lease agreement of a recurrent landlord, and therefore individual store leases tend to vary minimally as to their
terms. The majority of Dis‑Chem’s store leases have an initial 10-year term, although certain more recent leases are shorter with an
initial seven- or eight-year term. Generally, store lease terms comprise a rental fee plus additional ancillary costs. The rental fee is
generally fixed, but escalates over the duration of the lease, while a few leases have provisions for the rental fee to be the higher
of a certain percentage of turnover or the fixed rental fee.
Dis‑Chem also leases its head office in Midrand and three current distribution centres at Johannesburg, Cape Town and Delmas,
and will lease its new distribution centres in Durban and Cape Town. For details of the terms of these leases, see “– Supply Chain
– Distribution Network” above.
Dis‑Chem currently leases eight of its stores and all of its distribution centres from related parties, including property companies
owned by Directors. Such leases are on market-related terms. For further discussion of such arrangements, see “Additional
Information – Related Party Transactions”.
Information Technology
Dis‑Chem relies on its computer and information systems for the efficient running of its business, including with respect to ordering,
pricing, point-of-sale, pharmacy fulfilment, inventory replenishment, its customer loyalty programme, finance and other processes.
Dis‑Chem’s key IT systems include SAP (an enterprise resource planning system), a dispensary system and a point of sale system,
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which was launched in 2009. Dis‑Chem also uses SAP extended warehouse management (“EWM”) to support its pharmaceutical
and retail warehousing and distribution.
Dis‑Chem’s IT team is responsible for the delivery and support of all hardware and software requirements for all business units.
Certain IT functions are delivered internally while others are outsourced via key partners. The decision whether to outsource IT
functions is generally based on the costs associated with the service and the scarcity of skills in the market. Dis‑Chem’s in-house
IT function consists of approximately 40 people and is divided into four divisions:
•
•
•
•

IT: responsible for in-store and head office hardware and software;
SAP: responsible for SAP maintenance and upkeep;
Business intelligence: responsible for operational and financial reports requirements; and
E-commerce: responsible for content on Dis‑Chem’s e-commerce website, operational logistics for delivery of e-commerce
sales, and content and monitoring of Dis‑Chem’s social media platform.

Dis‑Chem upgrades and maintains all of its existing systems on a regular basis. Dis‑Chem is currently making numerous significant
upgrades to its IT systems and infrastructure, including both making changes to existing systems and implementing new systems,
certain of which are designed to provide Dis‑Chem with additional operational flexibility. Over the past three years, Dis‑Chem has
spent approximately R170 million to upgrade its IT platforms. For example, Dis‑Chem is currently in the process of implementing a
SAP customer relationship management (“CRM”) system which will enable Dis‑Chem to have a single view of all customer data and
interactions and allow Dis‑Chem to replace its existing customer loyalty programme with an improved and further targeted loyalty
programme. SAP’s business intelligence tools also allow Dis‑Chem to prepare its financials through the SAP system with minimal
manual processes. SAP CRM became operational in September 2016. In addition, Dis‑Chem is in the process of implementing
a new F&R system designed to add automation into the replenishment process and which is expected to become operational in
January 2017, along with new warehousing systems expected to achieve efficiencies in its distribution centres. Dis‑Chem is also
in the process of implementing a mobile application for use by customers and a new e-commerce site. The Directors believe
Dis‑Chem’s business will benefit greatly from these and other IT systems-related upgrades.
Dis‑Chem employs a variety of disaster recovery and back-up strategies. Data from point-of-sale and dispensary systems is
backed up every night both in-store and at Dis‑Chem’s head office. SAP systems also have a back-up and recovery procedure in
place, which generally occurs every 48 hours.
Intellectual Property
Dis‑Chem owns various word and image trademarks registered predominantly in South Africa, including the trademark “Dis‑Chem”
and trademarks for own-label products such as “Home Butler” and “Dis‑Chem Baby Things”. Many of the own-label products
Dis‑Chem sells are marketed under independent registered brands (for example, “Softi” for cotton wool products), but marked
as provided “exclusively to Dis‑Chem”. Certain trademarks are also registered or pending registration in jurisdictions outside of
South Africa. Dis‑Chem is not dependent on any patents for its operations. Dis‑Chem has also registered the internet domain
www.dischem.co.za.
Insurance
Dis‑Chem carries insurance policies customary for its industry to cover certain risks, including cover from the South African Special
Risk Insurance Association. The principal risks covered by Dis‑Chem’s insurance policies are for material damage/business
interruption and medical malpractice/liability. In addition, Dis‑Chem has taken out cover for contract works, property terrorism and
sabotage, travel, motor as well as a fidelity guarantee policy.
Environmental
Dis‑Chem’s primary environmental obligation is the proper disposal of medical waste. Dis‑Chem’s medical waste is collected by
certified waste management service providers for treatment and disposal and once collected is the responsibility of the service
provider. Dis‑Chem monitors its providers’ medical waste disposal to ensure compliance with its regulatory obligations.
Community Initiatives
Dis‑Chem has established a trust, the Dis‑Chem Foundation, in order to invest in the uplifting of South Africa’s impoverished
communities. For every purchase where a Dis‑Chem loyalty card is used, Dis‑Chem donates a percentage of the total purchase price
to the Dis‑Chem Foundation. Dis‑Chem’s team of social workers and care-givers work closely with registered non-governmental
organisations to support sustainable improvement initiatives to provide aid to less fortunate families and struggling communities
who need food and shelter, abused children and abandoned babies who need placement in safe havens, and elderly and disabled
persons. Most recently, Dis‑Chem’s Operation Hydrate has delivered over 6.1 million litres of water to drought-stricken areas in
South Africa. Other initiatives undertaken by the Dis‑Chem Foundation include:
•
•
•
•
•

maintaining a food garden at Dis‑Chem’s head office which donates fresh produce to 23 feeding schemes within Gauteng
province;
supplying school books, heaters, stationery, food, blankets and winter clothes to a local school;
sponsoring the Western Cape Government’s mobile health clinic to bring healthcare services to schools;
donating to aid the Boikanyo Foundation’s food garden which feeds one of Soweto’s impoverished communities; and
supporting a variety of other organisations, including Lead SA (aimed at encouraging South Africans to be leaders in their
communities); Caring4Girls (focused on empowering girls by providing sanitary towels and related education to impoverished
communities); and Little Eden (providing care to children with physical and mental disabilities).

Legal Proceedings
As at the Last Practicable Date, Dis‑Chem is not involved in any material litigation, arbitration or regulatory proceedings, nor are
the Directors aware of any proceedings which are pending or threatened, which may have or have had, in the 12-month period
preceding the date of this Pre-listing Statement, a material effect on Dis‑Chem’s financial position. Dis‑Chem, as part of the ordinary
course of business, may be periodically subject to claims arising from allegations of negligence against the pharmacists or other
healthcare professionals employed by Dis‑Chem.
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Regulation
Pharmacy Regulation
General overview
The South African healthcare market comprises the private sector and the public sector. Patients in the private sector procure healthcare
services from private facilities and obtain medicines which are prescribed to them through pharmacies, hospitals and dispensing
doctors. Private sector expenditure is funded by medical aid schemes and/or the patient’s own funds.
Patients who cannot afford private healthcare rely on State hospitals and State clinics for healthcare services and access to medicines.
The purchase of medicines by the State is guided by the Essential Medicines List 2014 (“EML”) and the State procures such medicines
by issuing tenders. The State evaluates tenders for the supply of medicines by considering factors such as, but not limited to, the price
of medicines as well as the requirements of the Preferential Procurement Policy Framework Act 5 of 2000 (“PPPFA”) and the Broad-Based
Black Economic Empowerment Act, 53 of 2003 (“B‑BBEE Act”).
Dis‑Chem currently operates predominantly in the private sector and accordingly the requirements of the PPPFA and the B‑BBEE Act do
not, at present, have a significant impact on Dis‑Chem’s business. Dis‑Chem currently has a level 6 B-BBEE status. Dis‑Chem also has
a level 2 B-BBEE status in the entity that tenders for contracts to service the public sector. In the future, Dis‑Chem plans to leverage its
existing infrastructure to service the public sector.
Pharmacy Act
The Pharmacy Act, 53 of 1974 (the “Pharmacy Act”) is the primary piece of legislation governing pharmacies and pharmacists in South
Africa. The Pharmacy Act provides for the establishment of the SAPC, which is the body that regulates pharmacists, pharmacy support
personnel and pharmacy premises in South Africa. The SAPC reports to the South African Department of Health.
In addition to providing for the establishment, objects, powers and functions of the SAPC, the Pharmacy Act sets out requirements for,
among other things, the registration of pharmacists and bodies corporate carrying on business as a pharmacist, the ownership and
licensing of pharmacies, control of pharmaceutical education and the practice of a pharmacy and is therefore an important piece of
legislation in relation to Dis‑Chem’s Retail Business. The Minister of Health of South Africa (the “Minister of Health”), in consultation with
the SAPC, is also empowered to issue various regulations to supplement the provisions of the Pharmacy Act. A brief summary of certain
of these regulations is set out below.
Regulations Relating to the Practice of Pharmacy
The Regulations Relating to the Practice of Pharmacy (the “Pharmacy Practice Regulations”) provide for the following four categories of
pharmacies and the services that may be provided by each – manufacturing pharmacies, wholesale pharmacies, community (or retail)
or institutional pharmacies and consultant pharmacies. Dis‑Chem’s retail pharmacies are categorised as community (or retail) pharmacies
and the distribution activities conducted by CJ Distribution would fall with the category of a “wholesale pharmacy” for purposes of the
Pharmacy Practice Regulations.
The Pharmacy Practice Regulations deal extensively with the scope of practice of (i.e., the services that may be provided by) a
pharmacist, a pharmacists intern, a pharmacy student and a pharmacy assistant and provide that all services and acts performed in the
various categories of pharmacies are required to be performed in accordance with the following:
•

good pharmacy practice as published by the SAPC in rules;

•

the code of conduct as published by the SAPC in rules for pharmacists and other persons registered in terms of the Pharmacy Act;
and

•

the provisions of applicable legislation.

Regulations Relating to the Ownership and Licensing of Pharmacies
The Regulations Relating to the Ownership and Licensing of Pharmacies (the “Pharmacy Ownership Regulations”) specify the persons
who may own a pharmacy and the conditions under which such person may own such pharmacy.
Generally, any person may own a community pharmacy, other than an authorised prescriber (meaning a medical practitioner, dentist,
veterinarian or any other person authorised to prescribe medicines) and a person with a direct or indirect interest in a manufacturing
pharmacy. There are no restrictions on who may own a wholesale pharmacy.
In addition to the requirements for ownership of pharmacies, the Pharmacy Ownership Regulations require that a person who wishes to
apply for a licence for a pharmacy premises must satisfy the criteria (“Existing Criteria”) for the determination of a need for the
pharmaceutical service in respect of an area for which the application is made. Applications for pharmacy premises are therefore
evaluated by the Minister of Health on the basis of need and by taking into account various factors which are set out in the Pharmacy
Ownership Regulations.
In addition to the Pharmacy Ownership Regulations, the South African Department of Health has published on its website further criteria
referred to as “Criteria for evaluation of an application for a licence for a pharmacy premises in terms of Regulation 7 of the Regulations
relating to the ownership and licensing of a pharmacy” (“Further Licensing Criteria”). The Further Licensing Criteria refer to, and amplify,
the Existing Criteria.
On 28 February 2014, and in what appears to be an attempt to formalise (in the form of regulations) the Existing Criteria and the Further
Licensing Criteria, the Minister of Health issued the Proposed Criteria for the Issuing of Licences for Pharmacy Premises (the “Proposed
Licensing Regulations”). Then again on 6 November 2015, in what appears to be a revised draft of the Proposed Licensing Regulations,
the Minister of Health published the Proposed Guidelines for the Issuing of Licences for Pharmacy Premises (the “Guidelines”).
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It is not clear whether the Guidelines are intended to replace the Existing Criteria, the Further Licensing Criteria and/or the Proposed
Licensing Regulations. For the time being, however, and until new binding regulations are issued, the Existing Criteria and the Further
Licensing Criteria will continue to apply and pharmacy premises licences will be evaluated on the basis of the need for such pharmacy
in the area in which the application is made.
Failure to comply with the Pharmacy Ownership Regulations could result in the withdrawal by the Minster of the pharmacy licence.
Rules Relating to the Services for which a Pharmacist may Levy a Fee
The Rules Relating to the Services for which a Pharmacist may Levy a Fee and Guidelines for Levying such a Fee or Fees (the “Pharmacist
Fee Rules”) set out the services for which a pharmacist may levy a fee and such services are divided into a list of procedures as specified
in an annexure to the Pharmacist Fee Rules. These fees are different from the dispensing fee, which is regulated under the Medicines
and Related Substances Act, 101 of 1965 (the “Medicines Act”).
Medicines Act
The Medicines Act is the primary piece of legislation governing the manufacture, distribution, sale, and marketing of medicines and
scheduled substances in South Africa. The Medicines Act provides for the establishment, functions, objects and powers of the MCC,
which is the body that regulates manufacture, distribution, sale, and marketing of medicines and scheduled substances. The MCC
reports to the South African Department of Health.
The Medicines Act requires that all medicines and scheduled substances (being any medicine or other substance prescribed by the
Minister of Health under section 22A of the Medicines Act) are registered with the MCC, that manufacturers, wholesalers and distributors
of medicines and scheduled substances are properly licensed to conduct their respective activities and includes provisions applicable
to pricing, labelling, advertising, sampling and marketing of medicines and scheduled substances. The Minister of Health, in consultation
with the MCC, is also empowered to issue various regulations to supplement the provisions of the Medicines Act. A brief summary of
certain of these regulations is set out below.
The Medicines Act was amended by the provisions of the Medicines and Related Substances Amendment Act, 72 of 2008 (the “2008
Amendment Act”) and the Medicines and Related Substances Amendment Act, 14 of 2015 (the “2015 Amendment Act”). The 2008
Amendment Act and the 2015 Amendment Act were assented to by the President on 19 April 2009 and 24 December 2015, respectively,
but neither of these acts have come into force and will only come into force on a date determined by the President.
The 2008 Amendment Act read together with the 2015 Amendment Act provides for the establishment of a new body to replace the MCC
to be called the South African Health Products Regulatory Authority (“SAHPRA”). SAHPRA will be established as an organ of State within
the public administration but outside the public service. The objects of SAHPRA are to provide for the monitoring, evaluation, regulation,
investigation, inspection, registration and control of medicines, scheduled substances, clinical trials and medical devices, in vitro
diagnostic medical devices (“IVDs”) and related matters in the public interest. These amendments also provide for the regulation of
medical devices and IVDs in much the same way as that which currently applies to medicines.
The distribution, marketing and advertising of medicines and scheduled substances by Dis‑Chem and CJ Distribution are subject to
regulation under the Medicines Act and the regulations issued pursuant thereto.
The following are key regulations issued under or proposed to be issued under the Medicines Act.
Pricing regulations
Regarding the pricing of medicines, the Pricing Committee appointed by the Minister of Health in terms of the Medicines Act is empowered
to issue and has issued regulations (some of which are still in draft form as set out below) on:
•

the introduction of a transparent pricing system for all medicines and scheduled substances sold in South Africa;

•

an appropriate dispensing fee to be charged by a pharmacist or by a person licensed to dispense medicines and scheduled
substances; and

•

an appropriate fee to be charged by wholesalers or distributors or any other person selling Schedule 0 medicines.

The regulations which have been issued by the Minister of Health and which relate to the pricing of medicines and scheduled substances
are as follows:
SEP
The pricing of medicines, as set out in the Regulations Relating to a Transparent Pricing System for Medicines and Scheduled Substances,
as amended (the “Pricing Regulations”), is governed by the SEP regime and a manufacturer, importer, distributor or wholesaler may not
charge any fee or amount other than the SEP in respect of the sale of a medicine or scheduled substance to a person other than the
State.
The SEP comprises the following three components:
•

the price set by the manufacturer or importer of a medicine or scheduled substance according to the terms of the Pricing Regulations
(the “manufacturer price”);

•

the logistics fee; and

•

value-added tax (“VAT”).

The SEP, plus a dispensing fee that is linked to the SEP of a medicine or scheduled substance, represents the charge to customers by
Dis‑Chem’s pharmacy business. In addition to the SEP and the dispensing fee, there are other services, as set out in the Pharmacist Fee
Rules, for which Dis‑Chem may charge a fee.
Logistics fee
The logistics fee, which is a component of the SEP, is a fee payable to distributors and wholesalers for services which include, but are
not limited to, warehousing, inventory or stock control management, order and batch order processing, delivery batch tracking and
tracing, cold chain storage and distribution of medicines and scheduled substances.
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Currently, logistics fees are determined by agreement between a logistical services provider and the manufacturer or importer, and one
therefore uncapped. However, the proposed Regulations Relating to a Transparent Pricing System for Medicines and Scheduled
Substances: Logistics Fee Component of the Transparent Pricing System (the “Proposed Logistics Regulations”) seek to impose a
statutory maximum cap on the logistics fee that may be charged by reference to a percentage of the manufacturer price for that medicine
or scheduled substance. The Proposed Logistics Regulations were published for comment in 2012 and are yet to come into effect. If the
Proposed Logistics Regulations were to come into effect in their current form, then the logistics fees Dis‑Chem currently receives may
need to be revised downwards so as to fall within the statutory maximum.
Manufacturer price
Regarding the manufacturer or importer price, the Pricing Regulations empower the Minister of Health to determine and publish a
methodology for conforming the manufacturer or importer price of particular medicines and scheduled substances with international
benchmarks, taking into account the price, and factors that influence price, at which the medicine or scheduled substance, or a medicine
or scheduled substance that is deemed equivalent by the Minister of Health, is sold in benchmark countries. In this regard, the proposed
methodology for international benchmarking of prices of medicines and scheduled substances in South Africa (the “Proposed
Benchmarking Methodology”) was published for public comment on 17 December 2010, and proposes Australia, Canada, New Zealand
and Spain as benchmark countries. If this methodology is adopted, the SEP of each medicine and scheduled substance would be
required to conform with international benchmarks in accordance with such methodology. This could result in a decrease in the SEP of
a medicine or scheduled substance where the existing manufacturer price is higher than the price of that medicine or scheduled
substance in other benchmark countries. Given that Dis‑Chem’s dispensing fees are linked to the SEP of a medicine or scheduled
substance (as set out below), any reduction in the SEP would impact negatively on dispensing fees received by Dis‑Chem’s pharmacy
business. Similarly, to the extent that the logistics fee component of the SEP (as described below) is capped by reference to the
manufacturer or importer price of a medicine or scheduled substance, Dis‑Chem could similarly be negatively affected by these
regulations coming into force.
Increases to the SEP
Each year, the Minister of Health, on the recommendation of the Pricing Committee, may provide for an increase in the SEP after having
regard to the average consumer price index (“CPI”) for the preceding year, the average producer price index (“PPI”) for the preceding
year, changes in the rates of foreign exchange and purchasing power parity, international pricing information relating to medicines and
scheduled substances, comments received from interested persons and the need to ensure the availability, affordability and quality of
medicines and Scheduled substances in South Africa. Manufacturer and importers can also apply to increase the SEP with the approval
of the Minister of Health.
Dispensing fee
The dispensing fee, excluding VAT, which may be charged by a pharmacist for dispensing medicines and scheduled substances is
limited to a statutory maximum. The maximum fee is published by the Minister of Health on an annual basis and is determined as a
percentage of the SEP of that medicine or scheduled substance. Like the SEP, the dispensing fee is reviewed by the Minister of Health
on an annual basis after taking into account the need to ensure the availability and affordability of quality medicines and scheduled
substances in South Africa, annual inflation rates published periodically by Statistics South Africa, information supplied by pharmacists
in accordance with guidelines determined by the Minister of Health from time to time and any other information the Minister of Health may
deem necessary to consider.
Proposed General Regulations Relating to Bonusing and Sampling
Section 18A of the Medicines Act prohibits the sale of a medicine according to a bonus system, in terms of a rebate system or any other
incentive scheme.
In this regard, the proposed General Regulations Relating to Bonusing and Sampling (the “Proposed Incentive Regulations”) were
published for public comment on 22 August 2014 and seek to clarify the operation of section 18A of the Medicines Act by, among other
things: (i) defining the terms “bonus system”, “rebate” and “incentive scheme”; (ii) clarifying the scope of the application of an incentive
scheme so that it applies to anyone (including a Healthcare Practitioner, funder (i.e. a medical scheme, or any other person who arranges
for payment for medical services and medicines, including a medical scheme administrator), purchaser or end user); (iii) clarifying that
an incentive scheme is prohibited whether it applies directly or whether it is achieved through indirect or disguised means, such as
payment for a product or service in excess of the true value of that product or service; and (iv) clarifying that where a SEP applies to a
medicine, any discount, rebate or inducement will constitute a contravention of the restriction on selling medicines for any price other
than the SEP (other than to the State). If the Proposed Incentive Regulations were to come into effect in their current form, then Dis‑Chem
would need to ensure that any incentive or other schemes or fees that apply to the sale of medicines fall within the ambit of these
regulations.
Medical devices
Other than electric-magnetic medical devices (which are regulated by the South African Health Department for Radiation Control),
medical devices are largely unregulated. However, when the Medicines Act is amended by the 2008 Amendment Act read together with
the 2015 Amendment Act, the existing definition of a medical device will be replaced by a new definition of “medical devices and IVDs”,
which is wider in scope than the existing definition and a number of the provisions of the Medicines Act that apply to medicines (for
example, registration, licensing, labelling, advertising, sampling, marketing and bonusing) will apply equally to medical devices and
IVDs. The proposed regulations relating to medical devices and IVDs were published for comment on 14 July 2015 and add detail to the
changes brought about by the amendments to the Medicines Act.
Many products from heart rate monitors to bandages are classified as medical devices, and Dis‑Chem stocks a number of these devices
in its retail pharmacies. To the extent that manufacturers, wholesalers and distributors of medical devices are unable to or do not comply
with the new requirements applicable to medical devices, these products may not be available for sale for a period of time or at all.
CAMS Regulations
Complementary and alternative medicines (“CAMs”) are regulated by the General Regulations made in terms of the Medicines Act which
prescribes that the labels, package inserts and patient information leaflets of CAMs are labelled in accordance with the requirements of
the General Regulations. The General Regulations also provide for the phased registration of various classifications of complementary
medicines. CAMs are defined in the General Regulations as meaning any substance or mixture of substances that (a) originates from
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plants, minerals or animals; (b) is used or intended to be used for, or manufactured or sold for use in assisting the innate healing power
of a human being or animal to mitigate, modify, alleviate or prevent illness or the symptoms thereof or abnormal physical or mental state;
and (c) is used in accordance with the practice of the professions regulated under the Allied Health Professions Act, 1982 (Act No. 63 of
1982). Examples of CAMs include vitamins, slimming agents and homeopathic medicines and Dis‑Chem stocks a number of these
products in its retail pharmacies.
On 25 July 2016, a proposed amendment to the General Regulations was published which seeks to include a reference to “health
supplements” (as defined in the proposed regulation) in the definition of a complementary medicine and the labelling requirements
applicable to such supplements. Again, it is not clear if and if so, when these changes would take effect.
By way of background and in an attempt to regulate the CAMs industry, prior to the publication in November 2013 of amendments to the
General Regulations that call for the regulatory control of all CAMs (“CAMs Regulations”) the MCC published a so-called “CAMs
roadmap”. In terms of the road-map:
•

all banned substances (as determined by the MCC) and all substances containing scheduled substances (as set out in the
Medicines Act) and which require registration (i.e. Category A medicines) were required to have been removed from the market
pending registration;

•

all CAMs were required to have complied with the labelling requirements referred to above (i.e. with respect to labels, package
inserts and patient information leaflets);

•

by May 2016, all CAMs (i.e. Category D medicines, including antiviral agents, oral hypoglycaemics (for diabetes), cardiac medicines,
cytostatic agents, slimming preparations, sexual stimulation products, immune boosters, medicines acting on the muscular system
(body building products) and vitamins and sport supplements containing vitamins and minerals (exceeding the upper limit allowed)
were required to have been registered with the MCC; and

•

all remaining pharmacological classifications (other than those that were required to have been registered by May 2016) must be
registered with the MCC (or SAPHRA, as the case may be) by November 2019.

CAMs requiring registration that were available for sale before the introduction of the regulations in November 2013 could/can remain on
the market during the registration process (i.e. until those products were registered by the MCC or rejected by the MCC after due
process); provided that they are labelled correctly, do not make any medicinal claims and do not contain any banned or scheduled
substances. On the other hand, new complementary medicines that were not available for sale before November 2013 and that require
registration cannot be sold until registered.
The CAMs roadmap also provides that all manufacturers and wholesalers of complementary or alternative medicines should be licensed
in terms of the provisions of section 22C(1)(b) of the Medicines Act.
There has been significant industry resistance to the CAMs regulations for various reasons.
To the extent that CAMs manufacturers have not been able to and/or are unable to continue to comply with the requirements applicable
to CAMs, and as further discussed under the section dealing with risk factors, these products may be recalled from the market, CAMs
that remain on the market will likely become more expensive and the growth of this market will be hampered by, arguably, unduly
onerous, regulation.
Medical aid reimbursement arrangements
Medical schemes registered under the Medical Schemes Act, 131 of 1998 are the primary funders of private healthcare in South Africa.
Although the South African state (the public sector) funds healthcare in respect of a much larger number of people than medicals
schemes do, the amounts financed by medical schemes far exceed the state expenditure. Medical aid schemes often have contractual
arrangements with providers of retail healthcare services, including retail pharmacies such as Dis‑Chem, to pay these providers directly
for products purchased by the schemes’ members where those products fall within the schemes’ benefits regime. In respect of products
that fall outside of the benefits regime, scheme members will pay retailers directly. Where coverage is provided but no payment
arrangements exist, members will pay the dispenser and be reimbursed by the scheme. Accordingly, the existence and comprehensiveness
of direct payment arrangements with medical schemes are relevant to Dis‑Chem’s business model.
Most medication for most serious chronic conditions is by law covered by all medical schemes’ benefits regimens as a “prescribed
minimum benefit” (“PMB”) and is generally therefore covered by direct payment arrangements between the schemes and retailers, and
must be paid at full retail price (in other words, the scheme cannot impose co-payment obligations above a scheme imposed
reimbursement rate). Accordingly the price and demand for medication and devices that fall within the prescribed list of PMBs is
indirectly protected to some degree or at least is rendered relatively stable and predictable by the legislation.
Several South African insurers (which are not registered under the Medical Schemes Act) make available short-term insurance products
to provide policyholders with cover for unexpected or unaffordable medical expenses. Those products may only provide benefits
payable directly to the member (not the healthcare provider), and by law the value of the benefit may not be referenced to (e.g. as a
percentage of) the actual cost of the healthcare expenditure, that is, the insured amount should have no direct correlation to the cost of
the treatment or medication obtained. Accordingly, although such products render access to medication and healthcare services more
affordable for consumers, they may not necessarily produce the same stability and predictability in price and demand as medical
scheme benefit regimens do.
National Health Insurance White Paper of 10 December 2015
In December of 2015, the South African Minister of Health published a white paper on ways to assess and improve the distribution of
medicines, including direct delivery by suppliers to health facilities.
Chronic stable patients in the public sector are usually required to travel to a health facility and wait several hours to collect their chronic
medication on a monthly basis. Ultimately, the government intends for this system to be eliminated so that patients will not be required
to travel long distances and wait long hours for their medication. There are several alternatives that are expected to be more efficient,
including the use of chronic medicine pre-dispensing and delivery to a point closest to the patient. These alternatives are already being
piloted in some areas.
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To improve patient access to needed medicines, especially for patients on chronic medication, as well as to assist with decongesting
public clinics, the South African Department of Health implemented the Centralised Chronic Medication Dispensing and Distribution
(“CCMDD”) programme. The programme is comprised of two programme components, Central Chronic Medicines Dispensing and
Distribution (“CCMDD”)1 and Pick-up Points (“PuPs”)2.
The National Health Insurance (“NHI”) Fund will be the single, strategic purchaser of personal health services for the population. Health
service benefits to which the population is entitled will be delivered by public and private providers that have been accredited and
contracted by the NHI Fund. The accreditation process will require providers to firstly meet the minimum quality norms and standards
and be certified by the OHSC, and where relevant by the appropriate statutory professional council.
Providers who satisfy accreditation requirements will be considered for contracting with the NHI Fund. The contracts will contain a clear
statement of performance expectations in respect of: patient management; patient volumes; quality of services delivered; adherence to
clinical protocols and treatment guidelines; and improved access to health services.
The NHI Fund in consultation with the Minister of Health will determine its own pricing and reimbursement mechanisms. Providers who
wish to contract with the NHI Fund must comply with the stipulated pricing and reimbursement mechanisms.
An extensive set of treatment guidelines already exists within the public health sector, in the form of the ‘Standard Treatment Guidelines’
associated with the Essential Drug List (“EDL”).
The EDL guidelines will form the basis of the treatment guidelines for the NHI, along with those developed by the South African Department
of Health. The treatment algorithms that have been developed for PMB conditions in terms of the Council for Medical Schemes regulations
should be reviewed to assess if they can be used to complement the EDL and Department of Health Treatment Guidelines.
The NHI Fund will establish Clinical Peer Review Committees with transparent and accountable processes to mitigate the potential
impact of perceived inflexibility of treatment guidelines by clinicians. This will be applicable in the management of complications and/or
co-morbidities.
A part of the process of moving to NHI, various procurement strategies will be applied to obtain fair prices, access to innovation and a
secure supply of medicines. A formulary listing the prices of medicines and health products will be established nationally. A centralised
function will be established to assume responsibility for facilitating and coordinating all functions related to procurement of health-related
products, including medicines, devices, equipment and other products within the NHI environment.
The introduction of a national health products list with pre-determined facility or provider levels will greatly streamline the procurement
process for facilities. This will also facilitate improved standardisation of prescribing practices and adherence to treatment guidelines.
The selection of medicines and other health technologies will be based on burden of disease, efficacy, safety, quality, appropriateness
and cost-effectiveness. The list will be reviewed on a regular basis to take account of changes in the burden of disease, product
availability, and price changes based on evidence.
Pharmaceutical depots are no longer a preferred method for ensuring the sustainable supply of medicines because of the inherent risks
of pilferage, expired stocks, lack of security of supply, drug stock outs and inefficient distribution to healthcare facilities. A mechanism of
direct delivery of health commodities from suppliers to facilities shall be implemented.
NHI is intended to be fully operational in about 2021–25, prior to which Dis‑Chem would need to consider the manner in which it should
adapt its managerial and operational workstreams to accommodate the legislative changes described above.
Other Regulations
Consumer Protection Act
The Consumer Protection Act, 68 of 2008 (the “Consumer Protection Act”) came into effect in 2010. The Consumer Protection Act is
aimed at promoting fairness, openness and good business practice between the suppliers of goods or services and consumers of such
goods and services. As a supplier of goods and services to consumers, Dis‑Chem is subject to the Consumer Protection Act and is
required to give effect to the consumer rights for which the legislation provides. The requirements imposed by the Consumer Protection
Act include requirements in relation to: disclosure of prices, bundling of goods and services, product labelling and trade descriptions,
promotional competitions, promotional activities and prepaid credits and vouchers. The Consumer Protection Act establishes various
statutory warranties: where goods are supplied, they are subject to an implied warranty of merchantability and an implied warranty of
fitness for a particular purpose. These warranties are that the product: (1) is suitable for the purpose for which it is generally intended to
be used; (2) is of good quality, in good working order and free of defects; (3) is useable and durable for a reasonable length of time
having regard to the circumstances of the supply of the goods and the use to which the goods would normally be put; and (4) complies
with any compulsory standards that have been set by the National Regulator for Compulsory Specifications. Where any product fails to
meet these requirements within six months after the consumer bought it, the consumer is entitled to return it to the supplier and, at the
consumer’s election, to receive a refund or replacement or to have the product repaired. The Consumer Protection Act also provides for
the imposition of strict product liability for harm caused by defective products. As a distributor and retailer in the supply chain, Dis‑Chem
is strictly liable on a joint and several basis with all other members of the supply chain although it can escape liability as a distributor or
retailer where it would be inappropriate for it to have discovered any defect given its role in the supply chain.
The Consumer Protection Act is enforced by the National Consumer Commission which may impose administrative penalties of up to
10% of a supplier’s turnover in the preceding financial year. Non-compliance with a compliance notice is also a criminal offence which,
in certain cases, could result in a fine or imprisonment for up to 10 years. Product liability claims are adjudicated by the courts in the
ordinary course.
Protection of Personal Information Act
Data protection in South Africa will be regulated under the Protection of Personal Information Act, 4 of 2013 (“POPIA”) when it comes into
effect. POPIA was passed by Parliament and signed by the President in November 2013. Certain non-operative provisions of POPIA
came into effect on 11 April 2014. The operative provisions of POPIA will come into effect on a date to be set by the President. As it
1
2
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Relates to individual patients’ medicines being centrally dispensed and distributed to the point of service delivery
Relates to the provision of pre‐dispensed medicines at private sector pharmacies, or ‘Pick‐Up‐Points’ (PuP), that is conveniently located for patients.

stands, once in effect companies will have a one-year grace period, possible of extension to a maximum of three years, within which to
ensure compliance with the provisions of POPIA.
POPIA is a comprehensive privacy and data protection statute, which will impose obligations on any companies (data controllers) which
collect and hold certain types of personal information (this includes information relating to a person’s medical history, financial history,
physical health, mental health, well-being and disability) relating to individuals (including customers and employees) and in certain
cases legal entities. It will accordingly apply to Dis‑Chem.
Under POPIA, data controllers may only process personal information, including by collecting, storing, organising, using and
disseminating such data, under certain conditions. Data controllers are required to adhere to various principles, including that personal
information may only be collected for a specific purpose and used only for that purpose and related purposes, that personal information
must be kept up-to-date, that personal information must only be kept as long as required or authorised by law and that adequate security
safeguards must be put in place by the data controller and any data processor (defined in POPIA as an “operator”) who acts on its
behalf. POPIA restricts the circumstances in which personal data may be transferred to third parties.
The Information Regulator will be responsible for enforcing compliance with the statute. The Information Regulator may impose
administrative fines of up to R10 million where a data controller such as Dis‑Chem fails to comply with an enforcement notice. Noncompliance with an enforcement notice is also a criminal offence which, in certain cases, could result in a fine or imprisonment for up to
10 years.
Dis-Chem has taken steps to ensure that the processing of personal information complies with the common law and constitutional right
to privacy, and will be undertaking an audit and training, in due course, to ensure compliance with POPIA (when it comes into effect).
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Selected Consolidated Historical Financial Information
The following selected financial information is derived from the audited historical financial information of Dis‑Chem as at and for the
financial years ended 28 February 2014, 28 February 2015 and 29 February 2016, and the condensed interim historical financial
information as at and for the six months ended 31 August 2015 and 2016, all of which were prepared in accordance with IFRS and IAS
34 Interim Financial Reporting respectively.
The historical financial information of the Group as at and for the financial years ended 28 February 2014, 28 February 2015 and
29 February 2016 in Annexure 1 of this Pre-listing Statement has been audited by Ernst & Young Inc., independent reporting accountants,
as stated in their report in Annexure 2 of this Pre-listing Statement.
The condensed interim historical financial information of the Group as at and for the six months ended 31 August 2015 and 2016
presented in Annexure 3 of this Pre-listing Statement has been reviewed by Ernst & Young Inc., independent reporting accountants, as
stated in their report appearing in Annexure 4 of this Pre-listing Statement.
The selected historical financial and other information presented below should be read in conjunction with “Management’s Discussion
and Analysis of Financial Condition and Results of Operations”, and the historical financial information and the condensed interim
historical financial information included in Annexures 1 and 3 of this Pre-listing Statement.
Income Statement Data
Restated
Year ended
28 February
2014

Restated
Year ended
28 February
2015

Year ended
29 February
2016

Revenue

10,619,018

13,281,824

15,508,284

7,474,442

8,718,914

Turnover
Cost of sales

10,320,999
(7,845,447)

12,910,594
(9,917,018)

15,061,293
(11,534,533)

7,219,289
(5,548,259)

8,478,300
(6,465,978)

Gross profit
Other income
Other expenses
Transaction costs

2,475,552
290,733
(2,155,396)
–

2,993,576
364,814
(2,681,942)
–

3,526,760
439,676
(3,059,758)
–

1,671,030
251,868
(1,431,960)
–

2,012,322
228,978
(1,702,003)
(3,000)

Operating profit
Net finance costs

610,889
(1,464)

676,448
(19,064)

906,678
(89,151)

490,938
(31,803)

536,297
(121,810)

7,286
(8,750)

6,416
(25,480)

7,315
(96,466)

3,285
(35,088)

11,636
(133,446)

R’000

Finance income
Finance costs
Share of profit from an associate
Profit before taxation
Taxation

65

59

344

Six months ended 31 August
2015
2016

201

501

609,490
(182,096)

657,443
(187,552)

817,871
(242,116)

459,336
(135,853)

414,988
(117,115)

Profit for the year
Other comprehensive income

427,394
–

469,891
–

575,755
–

323,483
–

297,873
–

Total comprehensive income for the year,
net of tax

427,394

469,891

575,755

323,483

297,873

Profit attributable to:
– Equity holders of the parent
– Non-controlling interests

408,593
18,801

433,654
36,237

512,775
62,980

298,463
25,020

269,603
28,270

427,394

469,891

575,755

323,483

297,873

231.5
231.5

239.2
239.2

212.0
212.0

164.2
164.2

33.9
33.9

231.6
231.6

239.1
239.1

206.0
206.0

164.0
164.0

33.9
33.9

Earnings per share (cents):
– Basic
– Diluted
Headline earnings per share (cents):
– Basic
– Diluted

50

Balance Sheet Data
Restated
as at
28 February
2014

Restated
as at
28 February
2015

As at
29 February
2016

358,424
207,934
25,457
123,035
1,998

462,969
291,401
31,406
138,552
1,610

1,064,929
918,979
35,253
108,762
1,935

1,062,365
937,959
30,168
92,426
1,812

1,077,687
925,136
32,211
117,904
2,436

Current assets
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents

2,598,326
1,925,327
567,493
14,724
67,446
23,336

3,070,001
2,334,035
607,683
62,958
38,373
26,952

4,104,904
2,806,572
767,807
198,672
58,644
273,209

3,233,839
2,375,443
591,072
105,632
75,481
86,211

4,100,812
2,862,856
814,944
247,056
54,587
121,369

Total assets

2,956,750

3,532,970

5,169,833

4,296,204

5,178,499

EQUITY AND LIABILITIES
Equity attributable to equity holders of parent

941,512

1,218,194

722,566

1,371,846

104,048

Share capital
Retained earnings
Common control reserve

178,401
619,829
143,282

199,101
857,111
161,982

1,352,074
361,483
(990,991)

199,101
1,010,763
161,982

1,352,074
(257,035)
(990,991)

Non‑controlling interests

63,578

83,346

117,117

100,453

119,479

Total equity

1,005,090

1,301,540

839,683

1,472,299

223,527

Non-current liabilities
Finance lease liability
Operating lease liability
Current liabilities
Trade and other payables
Employee obligations
Deferred revenue
Finance lease liability
Loans payable
Taxation payable
Bank overdraft

196,449
2,938
193,511
1,755,211
1,194,493
58,814
89,219
2,453
345,096
4,167
60,969

248,296
2,207
246,089
1,983,134
1,305,040
87,419
65,342
2,467
32,150
18,469
472,247

822,551
651,679
170,872
3,507,599
1,754,293
102,441
77,026
2,541
27,026
14,564
1,529,708

796,704
631,159
165,545
2,027,201
1,223,992
81,345
65,378
2,467
134,571
–
519,448

846,359
670,845
175,514
4,108,613
1,620,414
98,451
85,828
2,420
12,624
–
2,288,876

Total equity and liabilities

2,956,750

3,532,970

5,169,833

4,296,204

5,178,499

R’000
ASSETS
Non-current assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investments in associates

Net asset value per share (cents)
Net tangible value per share (cents)

347.2
287.7

As at 31 August
2015
2016

28.1
9.2
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Cash Flow Data

R’000

Year ended
28 February

Year ended
28 February

Year ended
29 February

2014

2015

2016

Six months ended 31 August
2015

2016

Cash flow from operating activities
Cash inflow from trading operations
Movement in working capital
Finance income
Finance costs
Taxation paid
Dividends paid

51,903
820,353
(104,939)
7,286
(8,750)
(259,229)
(402,818)

(234,976)
859,320
(702,697)
6,416
(25,480)
(159,694)
(212,841)

(668,312)
991,682
(326,868)
7,315
(66,327)
(236,502)
(1,037,612)

112,649
479,113
(46,584)
3,285
(25,137)
(145,304)
(152,724)

(806,712)
622,538
(300,082)
11,636
(114,400)
(136,763)
(889,641)

Cash flow from investing activities
Additions to property, plant and equipment and
intangible assets to maintain operations
Additions to property, plant and equipment and
intangible assets to expand operations
Proceeds on disposal of property, plant and
equipment and intangible assets
Decrease/(increase) in investments
Acquisition of subsidiary net of cash acquired

(199,650)

(211,369)

(142,892)

(100,591)

(79,908)

(19,960)

(43,370)

(44,930)

(21,658)

(25,435)

(70,099)

(168,574)

(179,721)

(79,433)

(55,221)

Cash flow from financing activities
Shares issued (Dis‑Chem Pharmacies)
Shares issued (Dis‑Chem Distribution)
Acquisition of non-controlling interest
Increase/(decrease) in finance lease

136
(2,036)
(107,691)

246
329
–

81,759
–
–

500

748

–

–

–
–
–
–
–

–
–
–
–
–

(24,388)
–
–
(24,388)
–
(911,008)

176,708
89,201
83,240
–
4,267

38,683
20,700
18,700
–
(717)

28,961

(407,662)

(811,204)

12,058

Cash and cash equivalents at beginning of year

(66,594)

(37,633)

(445,295)

(445,295)

(1,256,499)

Cash and cash equivalents at end of year

(37,633)

(445,295)

(1,256,499)

(433,237)

(2,167,507)

Net (decrease)/increase in cash
and cash equivalents
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Management’s Discussion and Analysis of Financial Condition
and Results of Operations
The following discussion and analysis of the financial condition and results of operations of the Group is drawn exclusively, unless
otherwise expressly stated otherwise, from the historical financial information of the Group as at and for the financial years ended
28 February 2014, 28 February 2015 and 29 February 2016 and the condensed interim historical financial information of the Group as at
and for the six months ended 31 August 2015 and 2016, all of which appear in Annexures 1 and 3 of this Pre-listing Statement, and
should be read in conjunction with such financial statements. The historical financial information of the Group as at and for the financial
years ended 28 February 2014, 28 February 2015 and 29 February 2016 and the condensed interim financial statements of the Group
as at and for the six months ended 31 August 2015 and 2016 were prepared in accordance with IFRS and IAS 34 Interim Financial
Reporting respectively.
The historical financial information of the Group as at and for the financial years ended 28 February 2014, 28 February 2015 and
29 February 2016 in Annexure 1 of this Pre-listing Statement has been audited by Ernst & Young Inc., independent reporting accountants,
as stated in their report appearing in Annexure 2 of this Pre-listing Statement.
The condensed interim historical financial information of the Group as at and for the six months ended 31 August 2015 and 2016
presented in Annexure 3 of this Pre-listing Statement has been reviewed by Ernst & Young Inc., independent reporting accountants, as
stated in their report appearing in Annexure 4 of this Pre-listing Statement.
The following discussion and analysis contains forward-looking statements based on assumptions about the Group’s future performance.
The Group’s earnings in the future may differ substantially from the expectations included in the forward-looking statements.
OVERVIEW
Dis‑Chem is a leading pharmacy group in South Africa, having been awarded South Africa’s favourite pharmacy brand and #1 health
and wellness brand by PMR.Africa. Dis‑Chem has a “Pharmacy First” approach, where its customers can always depend on there being
a pharmacist to serve their pharmaceutical needs whenever they enter a Dis‑Chem store. In addition to pharmaceutical products and
services, Dis‑Chem’s retail pharmacies also sell personal care and beauty, healthcare and nutrition and baby care products as well as
confectionary, dry grocery, household and other ancillary products. As at 29 February 2016, Dis‑Chem had 98 stores in South Africa and
one partner store in Namibia. Since 29 February 2016, it has agreed lease terms for a further 29 stores, of which two are in Namibia and
three are already trading.
Dis‑Chem is also in the wholesale business of serving third party and Dis‑Chem retail pharmacies through CJ Distribution. Over time,
Dis‑Chem intends to expand CJ Distribution’s operations into the distribution business, whereby it would serve both wholesalers and
retailers.
In the 2016 financial year, the Group generated revenue of R15.5 billion, turnover of R15.1 billion and EBITDA of R1.1 billion. The Retail
Business and the CJ Distribution accounted for 90% and 10% of Dis‑Chem’s EBITDA excluding inter-Group amounts for this period,
respectively.
Current trading and prospects
Trading since 31 August 2016 has been in line with the Company’s expectations and consistent with the trends shown in the first half.
It is customary in South Africa to pay certain employees a year-end bonus that corresponds with the summer holidays and Christmas.
Dis‑Chem expects the cost of this bonus for the calendar year 2016 to be approximately R80 million, in line with the cost incurred in the
previous calendar year (2015: R76.6 million); however, the payment remains discretionary.
KEY FACTORS AFFECTING RESULTS OF OPERATIONS
The Directors believe that the following factors have had and may continue to have a significant effect on its results of operations.
Growth of retail pharmacy network
Opening new retail pharmacies and converting existing independent pharmacies into Dis‑Chem pharmacies, through outright purchase
or partner arrangements has been a main driver of the Group’s revenue growth in the periods under review and is expected to continue
to materially affect the Group’s results of operations going forward. Dis‑Chem proactively manages its retail pharmacy store portfolio with
the goals of maximising profitability, acquiring access to quality sites in attractive locations and increasing Dis‑Chem’s presence in
existing and new markets. Through such expansion, the Directors believe the Group has been able to grow its business and attract and
retain more customers.
During the period under review, the Group added 30 new retail pharmacies to its portfolio. The table below details the number of new
Dis‑Chem stores added in each of the last three financial years, the average floor space of such stores, the total number of Dis‑Chem
stores at each financial year-end and the total floor space of such stores:
As at and for the period ended
28 February
28 February
29 February
2014
2015
2016
Number of new stores opened during the period(1)
Aggregate floor space of new stores (’000 square metres)
Total number of stores as at the end of the period
Total floor space as at the end of the period (’000 square metres)
(1)

5
6.0
73
115.6

11
16.1
84
131.7

14
16.9
98
148.6

Including partner stores. Excludes Namibia store opened in the period ended 28 February 2015 which is operated under a partnership model.
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New stores typically recover all costs associated with their opening, including capital expenditure and all pre-opening costs, within
approximately 12 to 18 months of commencement of trading. In the 2014, 2015 and 2016 financial years, the Group’s net capital
expenditure for a new store was between approximately R4 to R8 million, with additional pre-opening costs relating to rent, marketing
and staff costs varying depending on store format and location.
For the year ended 28 February 2015, the 11 new stores opened during such period contributed R487 million in revenue, while stores in
their second year of trading contributed R236 million in revenue and stores which had been open for at least two full trading years as at
the end of the period (“like-for-like stores”) contributed R934 million in revenue. For the year ended 29 February 2016, the 14 new stores
opened during such period contributed R469 million, while stores in their second year of trading contributed R689 million in revenue and
like-for-like stores contributed R820 million in revenue. See “Non-IFRS Measures – Like-for-like revenue growth”.
The Directors believe that there is scope for significant further store growth, particularly as a result of consolidation within the retail
pharmacy industry. Dis‑Chem has identified over 100 opportunities for new store openings, which provides an opportunity to double its
footprint over the next five to eight years. In addition to the three stores opened since 28 February 2016, as at the Last Practicable Date,
Dis‑Chem had agreed lease terms for an additional 26 stores. New store openings are therefore expected to have a significant impact
on the Group’s revenue, operating profit and cash flow. In particular, as Dis‑Chem increases its store count, it expects to increase its
fee-based revenue by way of the dispensing and logistics fees it receives from drug manufacturers for distributing their products to
Dis‑Chem’s retail pharmacies.
Going forward, the Group also plans to continue to pursue partner relationships with existing independent pharmacies rather than
acquiring them outright where Dis‑Chem believes having a partner relationship in a location would be beneficial. This model provides
Dis‑Chem with the ability to access new markets while relying on local know-how and existing customer relationships. The Group offers
its partners up to 49% ownership, however, with respect to the six franchisees remaining (as described below), on average, partners
retain approximately 35% to 40% ownership. Pursuant to the terms of the partnership arrangement, Dis‑Chem retains a right of first
refusal on all partners’ decision to sell their ownership stake. Recently, the Group bought out two of its existing franchisees for cash, and
a further nine of the Group’s existing franchisees will become wholly-owned by Dis‑Chem upon or shortly after Listing, with six franchisees
remaining majority-owned.
Growth of sales in stores
In addition to growth of its retail pharmacy network, the Group’s results of operations are affected by Trading Density, number of loyalty
customers, basket size, maturity of stores and like-for-like growth. An increase in Trading Density and the number of loyalty customers
(who have historically higher basket sizes than non-loyalty customers) at a given store will increase the sales generated from that store.
In the 2016 financial year, Dis‑Chem returned approximately R1 billion to customers in benefit points. In the same period, loyalty
customers accounted for approximately 73% of front shop revenue (i.e. excluding dispensary sales). Dis‑Chem’s average basket size
for overall loyalty customers of R282 was 111% greater than the average non-loyalty customer basket size of R137.
The Group’s sales in stores are also affected by the maturity of the Group’s existing stores which drives like-for-like revenue growth. New
stores historically have traded profitably within one year and have matured within four years from opening. Currently 30 of Dis‑Chem’s
stores have been open for less than four years. Dis‑Chem expects that there will be a positive effect on like-for-like revenue growth as
these stores mature. During the six months ended August 2016, for example, like-for-like sales growth increased to 9.4% as compared
to 7.2% for the same period in the previous year.
These measures are described in more detail in “Non-IFRS Measures” and “Key Operating Metrics”.
Pricing
The Group’s revenues are dependent on the prices it charges for its products and services. For retail products (i.e. non-medicines and
non-scheduled substances), for which prices are unregulated, Dis‑Chem buys and re-sells retail products from manufacturers and has
flexibility in setting prices for such products. For medicines and scheduled substances sold in the pharmacy (including prescription and
OTC medication), Dis‑Chem’s prices must be in line with the SEP regulation (for more information, see “Regulation – SEP ”). Dis‑Chem,
however, receives various fees related to products sold pursuant to the SEP regulation, including a dispensing fee, a logistics fee, data
fees and marketing fees. The dispensing fee, which Dis‑Chem receives from the medical aid schemes that pay Dis‑Chem on behalf of
those customers covered by the schemes (or, in the case of a customer without coverage, the customer), is limited to a statutory
maximum determined as a percentage of the SEP for the particular drug and is capped at a specific Rand amount. The higher the SEP
of a particular drug, therefore, the higher the statutory maximum for the dispensing fee. However, the actual dispensing fee Dis‑Chem
receives from medical aid schemes is negotiated annually with the respective medical aid schemes, and has historically been less than
the statutory maximum, which Dis‑Chem agrees to in order to remain competitive among its peers. The logistics fee, which Dis‑Chem
receives from drug manufacturers for distributing a particular manufacturers’ drugs to Dis‑Chem stores or independent pharmacies, is
also agreed on an annual basis. Currently the amount of logistics fees payable are determined by private agreement, however, it remains
a possibility that a statutory cap will be introduced on such fees (see “Regulation”). The Group also receives data fees for supplying data
to certain companies, such as IMS and Impact RX, and supplying sales reports to manufacturers. The Group receives marketing fees for
the use of its marketing channels, in-store activities, radio, TV and online marketing. The Group also receives training fees for allowing
training of its pharmacists by manufacturers in respect of new pharmaceutical products.
Acquisition and expansion of CJ Group
The South African pharmaceutical wholesale and distribution value chain is complex, and generally involves the distribution of goods
from product manufacturers through to distributors then to wholesalers and, ultimately, to retailers. Through CJ Distribution, Dis‑Chem
operates as a wholesaler, meaning it distributes products from distributors to retailers. Prior to the acquisition of 50.1% of the share
ownership of CJ Group in 2013, together with a non-controlling interest in Pharmacy Development Academy and Evening Star, Dis‑Chem’s
wholesale business focused solely on distributing products to its own store network. With the acquisition of CJ Group, Dis‑Chem also
began distributing products to independent pharmacies, and currently services approximately 500 independent retail pharmacies in
South Africa. As a wholesaler, Dis‑Chem enters into purchase contracts with drug manufacturers, and receives a logistics fee payment
from such distributor and/or drug manufacturer for distributing products to independent pharmacies or Dis‑Chem pharmacies. In
September 2016, Dis‑Chem entered into an agreement with the minority shareholder in CJ Group, Minlou Holdings Proprietary Limited
(“Minlou”), in terms of which Dis‑Chem agreed to purchase all of the shares in, and claims against, CJ Group held by Minlou, being the
remaining 49.9 per cent of the issued share capital of each of the entities in CJ Group not already owned by Dis‑Chem, including
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controlling interests in Pharmacy Development Academy and Evening Star (the “CJ Group Minority Stake”), resulting in each of the
entities in CJ Group becoming a wholly-owned subsidiary of Dis‑Chem on 1 September 2016. The purchase consideration for the
CJ Group Minority Stake was settled by the issuance of 126,498 new Dis‑Chem Shares. The Group is currently in the process of growing
the business, with CJ Group’s CEO also assuming the role of Dis‑Chem’s head of CJ Distribution. The Directors believe that CJ Distribution
will grow as a result of this the acquisition, as it is anticipated that Dis‑Chem will adopt the operational model of CJ Group on a larger
scale nationally. In the future, once planned upgrades are implemented to Dis‑Chem’s distribution network, including increasing its fleet
size, developing new and/or expanding current distribution centres, Dis‑Chem plans to also operate as a distributor. As a distributor,
Dis‑Chem would be able to enter into distribution contracts in which it does not buy stock but rather receives payment for holding and
distributing stock to both wholesalers and retailers.
Personnel costs
The cost of personnel is one of the Group’s most significant expenses, as the Directors believe the Group’s focus on in-store service is a
competitive strength of Dis‑Chem. In the past, South Africa has experienced a decrease in the number of pharmacists that were qualifying
into the profession, and currently Dis‑Chem faces competition in hiring the limited number of qualified pharmacists from other prospective
employers, including the government, some of whom may offer more attractive employment terms than Dis‑Chem. Such competition has
and may in the future result in cost pressure on the Group’s personnel expenses. In the periods under review, the Group has experienced
increases in staff costs, as a result of opening new stores, increases in its offering of employee benefits, salary increases and increases
in staff training. In addition, in order to manage its needs for skilled personnel, Dis‑Chem has invested in implementing programmes and
other measures to recruit and retain staff, including in relation to targeted recruitment and financial support for pharmacy students,
training programmes and career development programmes.
Dis‑Chem believes that the Group’s existing head office cost base is sufficient to cater for its medium-term growth plans. For example, if
the Group were to double its store footprint, Dis‑Chem believes that only incremental investment in head office costs would be required,
with retail costs increasing in line with store footprint. The Group’s head office staff costs were R208 million, R265 million and R316 million
for the financial years 2014, 2015 and 2016, respectively.
The below table shows the breakdown of the Group’s cost structure for the three-year period ending 29 February 2016, with employment
costs comprising the majority of total costs as a percentage of revenue.
Year ended
28 February
2014

Year ended
28 February
2015

Year ended
29 February
2016

As a % of Group revenue
Group costs
Occupancy costs
Employment costs
Other operating costs

19.9
3.3
10.9
5.7

19.8
3.5
10.8
5.6

19.3
2.9
11.1
5.3

18.8
3.1
10.7
5.0

19.2
2.7
11.1
5.4

As a % of Retail revenue
Retail costs
Occupancy costs
Employment costs
Other operating costs(1)

18.9
2.7
10.7
5.5

19.6
3.1
11.1
5.4

19.6
3.0
11.2
5.4

19.0
2.9
10.8
5.3

19.3
2.9
11.1
5.3

(1)

Six months ended 31 August
2015
2016

Other operating costs for Retail primarily comprise municipal charges, security, IT and maintenance.

General economic climate
The Group’s performance is affected by the general economic climate in South Africa, in particular as a result of how it affects consumer
spending patterns and confidence. Although in a period of economic uncertainty or downturn there might be a decrease in discretionary
purchases, the Directors believe the level of spend from its customers has been and will continue to be resilient. There may be an impact,
however, on the types of products customers buy, which could impact the Group’s margin. General economic conditions can also have
the effect of increasing the Group’s employee costs, direct product costs and the cost of goods and services.
Government policy and regulation
Healthcare, including the provision of pharmaceuticals and related services, is a regulated sector. The Group’s results have been and
may in the future be affected by changes in government policies or the implementation of new regulations. For example, in November
2013, the CAMs Regulations were published calling for the regulatory control of all CAMs (See Regulatory section in this regard). As a
result of the implementation of the CAMs Regulations, the Group allocated significant investment to update packaging and add package
inserts and patient information leaflets in order to ensure compliance with the CAMs Regulations. In addition, the CAMs Regulations
provided timelines by which applicants, including Dis‑Chem, must submit comprehensive applications for the registration of certain
CAMs. This necessitated an increase in budget allocated to regulatory costs for the compilation of dossiers required for registration as
well as ensuring compliance with the additional regulatory requirements. In addition to the registration and packaging requirements, the
CAMs roadmap issued by the MCC stipulates that all applicants for CAMs are also required to apply to the South African Department of
Health to be licensed as well as appoint a “responsible pharmacist” which has increased the Group’s costs. Other possible changes in
government regulation include the introduction of a statutory cap on logistics fees payable by pharmaceutical manufacturers to logistics
service providers, such as Dis‑Chem, and the introduction of regulations which seek to further clarify section 18A of the Medicines Act
and, inter alia, specifically regulate the payment of data fees and marketing fees. A statutory cap on logistics fees would have the effect
of limiting the amount payable to Dis‑Chem for distributing pharmaceutical products from the pharmaceutical manufacturer to the enddispenser, including Dis‑Chem retail pharmacies and independent pharmacies which Dis‑Chem services through CJ Distribution. The
Directors believe that Dis‑Chem may be in a position to benefit from such a cap vis-à-vis smaller competitors as a result of Dis‑Chem’s
scale. However, Dis‑Chem may also decide to amend its growth strategy for CJ Distribution if the cap makes it economically unviable to
continue to pursue its current strategic plans. The coming into effect of the regulations governing the payment of data fees and marketing
fees could also have an impact on Dis‑Chem to the extent that the fees that Dis‑Chem currently receives need to be adjusted to fall in
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line with those regulations. In the future, such changes in government policies or regulations may present challenges or opportunities for
the Group, and may shape or inform the Group’s business plan or strategy. For more information on current and proposed laws and
regulations applicable to the Group, see “Regulation”.
NON-IFRS MEASURES
The Directors use the non-IFRS financial measures described below as key performance indicators of the Group’s business and these
items are presented to enhance the prospective investor’s understanding of the Group’s results of operations. For an explanation of these
measures, see “Presentation of Financial and Other Information – Non-IFRS Financial Information”. Other companies may calculate these
measures differently or may use these measures for different purposes, limiting the usefulness of such measures as a comparative tool.
These non-IFRS financial measures should not be considered in isolation or as an alternative to the consolidated financial statements
and the condensed consolidated interim financial statements included elsewhere in this Pre-listing Statement.
Like-for-like revenue growth
Like-for-like revenue growth is defined as total growth in turnover only taking into account stores that have been open for at least two full
financial years. Like-for-like revenue growth includes the Dis‑Chem Direct courier business, the corporate wellness and e-commerce
businesses, all of which are classified as part of the Retail Business. In order to adjust for the effect of co-location, Dis‑Chem has
presented a separate like-for-like measure taking into account co-located stores.
Year ended
28 February
2014

Year ended
28 February
2015

Year ended
29 February
2016

Number of stores with co-location
Like-for-like growth (excluding the effect of co-location)
Effect of co-location on like-for-like revenue growth

–
13.0%
–

15
12.8%
(2.2%)

12
12.4%
(3.9%)

Like-for-like revenue growth(1)

13.0%

10.6%

8.5%

(1)

Includes all existing stores with at least two full years of trading, including stores within the co-location cycle.

For more information on Dis‑Chem’s co-location strategy, see “Business – Business Segments – Retail Business – Stores – Co-Location”.
EBIT and EBITDA
EBIT is calculated as net income plus net financing expense and taxation but excludes share of profit from associates. EBITDA is
calculated as EBIT plus depreciation and amortisation. See “Summary – Summary Consolidated Historical Financial Information – EBIT,
EBITDA and EBITDA margin” for the Group’s EBIT and EBITDA (including a segmental breakdown of both measures) during the period
under review.
Return on Equity
Return on Equity is calculated as net income divided by average equity at the start and end of the year. The Group’s Return on Equity
was 54% in the 2016 financial year.
Cash conversion
Cash conversion (pre-growth capital expenditure) is calculated as EBITDA, less maintenance capital expenditure and change in Working
Capital, as a percentage of EBITDA.
Cash conversion (post-growth capital expenditure) is calculated as EBITDA, less maintenance capital expenditure, growth capital
expenditure and change in Working Capital, as a percentage of EBITDA.
Working Capital for purposes of cash conversion is defined as inventories plus trade and other receivables less trade and other payables.
For purposes of cash conversion, New Store Investment includes the inventories investment made in order to initially stock a new store.
See “– Liquidity and Capital Resources – Capital Expenditures” for a discussion of the Group’s cash conversion during the period under
review.
KEY OPERATING METRICS
Trading Density
Trading Density is calculated as retail turnover (excluding revenues from the courier, specialty medicines and oncology businesses)
divided by the aggregate trading floor space of stores as at the year-end. Unless otherwise specified, trading floor space is calculated
as 80% of total floor space, which reflects the adjustment to exclude administrative floor space. The Group’s Trading Density for the
financial year 2016 was R114,000 per square metre (or R91,300 per square metre on an unadjusted basis (i.e. with reference to total floor
space rather than trading floor space)).
The table below sets forth the Group’s trading density for financial year 2014 and its prior store vintage.
Store size
Between
1,300
Up to 1,299
and 1,599 1,600 or more
square metres square metres square metres
Number of stores
Trading Density (R’000 per square metre)(1)

9
126

31
95

(1) Trading Density in this table excludes administrative space and excludes revenues from the courier, speciality medicines and oncology businesses.
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32
98

Loyalty customers and basket size
Loyalty customers are defined as those customers who are members of Dis‑Chem’s Loyalty Benefits Programme. In the financial year
ended 29 February 2016, 73% of front shop revenue was from loyalty customers.
Basket size is defined as average spend per transaction. The average loyalty customer basket size in financial year 2016 was 111%
higher than the average non-loyalty customer basket.
DESCRIPTION OF KEY LINE ITEMS
Revenue
Revenue represents Turnover, Finance Income and Other Income.
Turnover
Turnover comprises sales of fast moving consumer goods, net of returns, discounts, and is stated exclusive of VAT.
Cost of sales
Cost of sales represents the cost of merchandise and all direct overheads related to the distribution of fast moving consumer goods.
Other income
Other income comprises mainly of advertising and marketing income.
Other expenses
Other expenses comprise mainly of payroll, occupancy costs, advertising expenses and computer expenses.
Finance income
Finance income comprises mainly of interest earned on bank accounts.
Finance costs
Finance costs comprise interest payable on borrowings calculated using the effective interest rate method. The effective interest rate
method is used to calculate the actual interest for the period based on the book value of the instrument at the beginning of the period.
This is not the nominal rate; therefore, if the book value of the instrument decreases, so will the corresponding interest amount.
Taxation
Taxation comprises income tax for the current year, less overprovision from the prior year, plus deferred tax and any adjustments resulting
from prior years’ tax assessment.
RESULTS OF OPERATIONS
The following table presents the Group’s consolidated combined statement of comprehensive income for the periods indicated.
Restated
Year ended
28 February
2014

Restated
Year ended
28 February
2015

Year ended
29 February
2016

Revenue

10,619,018

13,281,824

15,508,284

7,474,442

8,718,914

Turnover
Cost of sales

10,320,999
(7,845,447)

12,910,594
(9,917,018)

15,061,293
(11,534,533)

7,219,289
(5,548,259)

8,478,300
(6,465,978)

Gross profit
Other income
Other expenses
Transaction costs

2,475,552
290,733
(2,155,396)
–

2,993,576
364,814
(2,681,942)
–

3,526,760
439,676
(3,059,758)
–

1,671,030
251,868
(1,431,960)
–

2,012,322
228,978
(1,702,003)
(3,000)

Operating profit
Net finance costs

610,889
(1,464)

676,448
(19,064)

906,678
(89,151)

490,938
(31,803)

536,297
(121,810)

7,286
(8,750)

6,416
(25,480)

7,315
(96,466)

3,285
(35,088)

11,636
(133,446)

R’000

Finance income
Finance costs
Share of profit from an associate
Profit before taxation
Taxation

65

59

344

Six months ended 31 August
2015
2016

201

501

609,490
(182,096)

657,443
(187,552)

817,871
(242,116)

459,336
(135,853)

414,988
(117,115)

Profit for the year
Other comprehensive income

427,394
–

469,891
–

575,755
–

323,483
–

297,873
–

Total comprehensive income for the year,
net of tax

427,394

469,891

575,755

323,483

297,873

Profit attributable to:
– Equity holders of the parent
– Non-controlling interests

408,593
18,801

433,654
36,237

512,775
62,980

298,463
25,020

269,603
28,270

427,394

469,891

575,755

323,483

297,873
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Results of operations for the six months ended 31 August 2015 against the six months ended 31 August 2016
Revenue
Revenue increased by R1.24 billion, or 16.6%, to R8.7 billion in the six months ended 31 August 2016 from R7.4 billion in the six months
ended 31 August 2015. This increase was primarily due to an increase in turnover which increased by R1.26 billion as described below.
Turnover
Turnover increased by R1.26 billion, or 17.4%, to R8.5 billion in the six months ended 31 August 2016 from R7.2 billion in the six months
ended 31 August 2015. This increase was due to several factors. The majority of the increase came from sales growth due to the opening
of 14 new stores in the 2016 financial year as well as organic growth in sales from a maturing store base.
Cost of sales
Cost of sales increased by R0.92 billion, or 16.5%, to R6.47 billion in the six months ended 31 August 2016 from R5.55 billion in the six
months ended 31 August 2015. This increase was primarily due to the increase in turnover as cost of sales is directly related to turnover.
Gross profit
Gross profit increased by R0.3 billion, or 20.4%, to R2.0 billion in the six months ended 31 August 2016 from R1.7 billion in the six months
ended 31 August 2015. This increase was primarily due to the increase in turnover. Gross profit margin increased by 58 basis points, to
23.73% in the six months ended 31 August 2016 from 23.15% in the six months ended 31 August 2015.
Other income
Other income decreased by R22.9 million, or 9.1%, to R229.0 million in the six months ended 31 August 2016 from R251.9 million in the
six months ended 31 August 2015. This decrease was primarily due to the reclassification of an operating lease to a finance lease in June
2015, which resulted in the release of the straight-lining of the operating lease of R92 million to other income. Excluding the effect of the
reclassified finance lease, other income increased by R68.7 million or 43%, mainly due to an increase in income associated with
marketing and commissions.
Other expenses
Other expenses increased by R0.3 billion, or 19.1%, to R1.7 billion in the six months ended 31 August 2016 from R1.4 billion in the six
months ended 31 August 2015. This increase was primarily due to the growth of the retail business which has required an increase in
payroll of R170 million. In addition, there was an increase in general other expenses (including expenses relating to computer expenses,
advertising, commission donations, security, telephone, cleaning, travel, subscriptions, licence fees, postage and courier, E-bucks,
repairs and maintenance, insurance, bank charges and audit and consulting fees) associated with revenue growth.
Operating profit
Operating profit increased by R45 million, or 9.2%, to R536.3 million in the six months ended 31 August 2016 from R490.9 million in the
six months ended 31 August 2015. Excluding the effect of the reclassified finance lease referred to above, operating profit increased by
R137 million or 34.3% primarily due to the retail space maturing.
Net finance costs
Net finance costs increased by R90 million, or 283.0%, to R121.8 million in the six months ended 31 August 2016 from R31.8 million in
the six months ended 31 August 2015. This increase was primarily due to the full period effect compared to the three-month effect of the
reclassified finance lease referred to above as well as the interest on increased borrowings under the Group’s overdraft facility.
Profit before taxation
Profit before taxation decreased by R44.3 million, or 9.7%, to R415 million in the six months ended 31 August 2016 from R459.3 million
in the six months ended 31 August 2015. Excluding the effect of the reclassified finance lease referred to above, profit before taxation
increased by R47 million or 12.8% primarily due to the factors explained above.
Taxation
Taxation decreased by R18.7 million, or 13.8%, to R117.1 million in the six months ended 31 August 2016 from R135.9 million in the six
months ended 31 August 2015. This decrease was primarily due to the decrease in profit before tax which decreased taxable income as
well as the effect of the prior period adjustment not recurring during the current period. The Group’s effective tax rate for the six months
ended 31 August 2016 was 28.22%.
Profit for the year
Profit for the year decreased by R25.6 million, or 7.9%, to R297.9 million in the six months ended 31 August 2016 from R323.5 million in
the six months ended 31 August 2015. Excluding the after tax effect of the reclassified finance lease referred to above, the profit for the
year increased by R59 million or 25% primarily due to the factors explained above.
Results of operations for the year ended 28 February 2015 against the year ended 29 February 2016
Revenue
Revenue increased by R2.2 billion, or 16.8%, to R15.5 billion in the year ended 29 February 2016 from R13.3 billion in the year ended
28 February 2015. This increase was primarily due to an increase in turnover which increased by R2.2 billion as described below.
Turnover
Turnover increased by R2.2 billion, or 16.7%, to R15.1 billion in the year ended 29 February 2016 from R12.9 billion in the year ended
28 February 2015. This increase was due to several factors. The majority of the increase came from sales growth due to the opening of
14 new stores, the full year effect of the 11 stores that opened in the financial year 2015, and the organic growth in sales from maturing
stores.
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Cost of sales
Cost of sales increased by R1.6 billion, or 16.3%, to R11.5 billion in the year ended 29 February 2016 from R9.9 billion in the year ended
28 February 2015. This increase was primarily due to the increase in turnover as cost of sales is directly related to turnover.
Gross profit
Gross profit increased by R0.5 billion, or 17.8%, to R3.5 billion in the year ended 29 February 2016 from R3.0 billion in the year ended
28 February 2015. This increase was primarily due to the increase in turnover as well as the product mix sold. Gross profit margin
increased by 23 basis points, to 23.42% in financial year ended 2016 from 23.19% in financial year ended 2015.
Other income
Other income increased by R74.9 million, or 20.5%, to R439.7 million in the year ended 29 February 2016 from R364.8 million in the year
ended 28 February 2015. This increase was primarily due to the reclassification of an operating lease to a finance lease the year ended
29 February 2016 which caused the release of the straight-lining of the operating lease of R92 million of straight-lining to other income.
In addition, there was a R19 million profit on sale of assets, which was partially offset by a decrease in certain fees being included in
trade term revenue by virtue of supplier renegotiations, which comes through the gross margin line.
Other expenses
Other expenses increased by R0.4 billion, or 14.1%, to R3.1 billion in the year ended 29 February 2016 from R2.7 billion in the year ended
28 February 2015. This increase was primarily due to the growth of the retail business which is reflected by an increase in payroll of 19%.
In addition, there was an increase in general other expenses (including expenses relating to computer expenses, advertising, commission
donations, security, telephone, cleaning, travel, subscriptions, licence fees, postage and courier, E-bucks, repairs and maintenance,
insurance, bank charges and audit and consulting fees) associated with revenue growth due to growth of the business.
Profit before interest and taxation
Profit before interest and taxation increased by R230.2 million, or 34.0%, to R906.7 million in the year ended 29 February 2016 from
R676.4 million in the year ended 28 February 2015. This increase was primarily due to the increase in gross margin and other income
relative to the growth in other expenses.
Net finance costs
Net finance costs increased by R70.1 million, to R89.2 million in the year ended 29 February 2016 from R19.1 million in the year ended
28 February 2015. This increase was primarily due to the reclassification of an operating lease to a finance lease referred to above.
Profit before taxation
Profit before taxation increased by R160.5 million, or 24.4%, to R817.9 million in the year ended 29 February 2016 from R657.4 million in
the year ended 28 February 2015. This increase was primarily due to the factors explained above.
Taxation
Taxation increased by R54.6 million, or 29.1%, to R242.1 million in the year ended 29 February 2016 from R187.6 million in the year ended
28 February 2015. This increase was primarily due to the growth achieved in the business which increased taxable income. The Group’s
effective tax rate for the year ended 29 February 2016 was 29.6%.
Profit for the year
Profit for the year increased by R105.9 million, or 22.5%, to R575.8 million in the year ended 29 February 2016 from R469.9 million in the
year ended 28 February 2015.
Results of operations for the year ended 28 February 2014 against the year ended 28 February 2015
Revenue
Revenue increased by R2.7 billion, or 25.1%, to R13.3 billion in the year ended 28 February 2015 from R10.6 billion in the year ended
28 February 2014. This increase was primarily due to an increase in turnover which increased by R2.6 billion as described below.
Turnover
Turnover increased by R2.6 billion, or 25.1%, to R12.9 billion in the year ended 28 February 2015 from R10.3 billion in the year ended
28 February 2014. The increase was due to several factors. The majority of the increase came from the opening of 11 new stores, the full
effect of the five stores that opened in the financial year 2014, and the residual growth in sales from maturing stores.
Cost of sales
Cost of sales increased by R2.1 billion, or 26.4%, to R9.9 billion in the year ended 28 February 2015 from R7.8 billion in the year ended
28 February 2014. This increase was primarily due to the increase in turnover.
Gross profit
Gross profit increased by R0.5 billion, or 20.9%, to R3.0 billion in the year ended 28 February 2015 from R2.5 billion in the year ended
28 February 2014. This increase was primarily due to an increase in sales and product mix sold. Gross profit margin decreased by
80 basis points to 23.2% in the financial year ended 2015 from 24.0% in the financial year ended 2014.
Other income
Other income increased by R74.1 million, or 25.5%, to R364.8 million in the year ended 28 February 2015 from R290.7 million in the year
ended 28 February 2014. The increase was mainly due to an increase in advertising and data fees earned.
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Other expenses
Other expenses increased by R0.5 billion, or 24.4%, to R2.7 billion in the year ended 28 February 2015 from R2.2 billion in the year ended
28 February 2014. This increase was primarily due to the growth of the retail business which is reflected by an increase in payroll of 20%.
In addition, there was an increase in general other expenses associated to revenue growth.
Profit before interest and taxation
Profit before interest and taxation increased by R65.6 million, or 10.7%, to R676.4 million in the year ended 28 February 2015 from
R610.9 million in the year ended 28 February 2014. This increase was primarily due to the increase in gross profit and other income
relative to the growth in other expenses.
Net finance costs
Net finance costs increased by R17.6 million, to R19.1 million in the year ended 28 February 2015 from R1.5 million in the year ended
28 February 2014. This increase was due to interest on increased drawdowns under the bank overdraft.
Profit before taxation
Profit before taxation increased by R48.0 million, or 7.9%, to R657.4 million in the year ended 28 February 2015 from R609.5 million in
the year ended 28 February 2014. This increase was primarily due to the factors explained above.
Taxation
Taxation increased by R5.5 million, or 3.0% to R187.6 million in the year ended 28 February 2015 from R182.1 million in the year ended
28 February 2014. This increase was primarily due to the growth achieved in the business which increased taxable income. The Group’s
effective tax rate for the year ended 28 February 2015 was 28.5%.
Profit for the year
Profit for the year increased by R42.5 million, or 9.9%, to R469.9 million in the year ended 28 February 2015 from R427.4 million in the
year ended 28 February 2014. This increase was primarily due to the growth achieved in the business year on year.
LIQUIDITY AND CAPITAL RESOURCES
Dis‑Chem’s liquidity requirements arise primarily from the need to fund its capital expenditure programme, make interest payments on
its indebtedness and meet the working capital requirements of the business. Dis‑Chem’s principal sources of liquidity have been its cash
flow from operating activities and its bank facilities. For a description of the Group’s existing debt facilities, see “Annexure 10: Details of
Material Borrowings and Material Inter-Company Loans – Material loans made by third parties to the Group and its Major Subsidiary, or
any subsidiary where such loans are material to the Company, and other material financial and other documents in South Africa”.
Cash flows
The table below presents a summary of Dis‑Chem’s cash flows for the periods indicated.
Year ended
28 February
2014
Cash and cash equivalents at beginning of year

Year ended
28 February
2015

Year ended
29 February
2016

Six months ended 31 August
2015
2016

(66,594)

(37,633)

(445,295)

(445,295)

(1,256,499)

51,903
(199,650)
176,708

(234,976)
(211,369)
38,683

(668,312)
(142,892)
–

112,649
(100,591)
–

(806,712)
(79,908)
(24,388)

Net (decrease)/increase in cash and cash
equivalents

28,961

(407,662)

(811,204)

12,058

(911,008)

Cash and cash equivalents at end of year

(37,633)

(445,295)

(1,256,499)

Cash flow from operating activities
Cash flow from investing activities
Cash flow from financing activities

(433,237)

(2,167,507)

Cash flow from operating activities
Net cash used in operating activities was R806.7 million for the six months ended 31 August 2016, compared to net cash inflow from
operating activities of R112.6 million for the six months ended 31 August 2015. This decrease was largely the result of dividends paid
amounting to R889.6 million and finance costs incurred of R114.4 million as a result of increased borrowings under the Group’s overdraft
facility and the reclassified finance lease referred in “– Results of Operations – Results of operations for the six months ended 31 August
2015 against the six months ended 31 August 2016 – Other income” above, partially offset by growth achieved in the business compared
to the prior period.
Net cash used in operating activities was R668.3 million for the year ended 29 February 2016, an increase of R433.3 million as compared
to net cash used in operating activities of R235.0 million for the year ended 28 February 2015. This increase was largely the result of
dividends paid to shareholders in the year ended 29 February 2016 in the amount of R1 billion, partly offset by the change in net working
capital and improved cash inflow from trading operations in financial year ended 2016, reflecting growth achieved in the business year
on year.
Net cash used in operating activities was R235.0 million for the year ended 28 February 2015, compared to net cash inflow from
operating activities of R51.9 million for the year ended 28 February 2014. The decrease was largely due to an increase in working capital,
offset by higher cash inflow from trading operations and a decrease in dividends paid to shareholders compared to financial year
ended 2014.
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Cash flow from investing activities
Net cash used in investing activities was R79.9 million for the six months ended 31 August 2016, a decrease of R20.7 million, as
compared to net cash used in investing activities of R100.6 million for the six months ended 31 August 2015. This decrease was primarily
due to fewer store openings in the six months ended 31 August 2016 compared to corresponding period in 2015.
Net cash used in investing activities was R142.9 million for the year ended 29 February 2016, a decrease of R68.5 million, as compared
to net cash used in investing activities of R211.4 million for the year ended 28 February 2015. This decrease was primarily due to
proceeds on disposal of tangible and intangibles assets of R82 million relating to the sale of assets from Dis‑Chem Distribution to
Columbia Falls. The decrease was partially offset by an increase of R11 million due to the additions of property, plant and equipment to
open new stores.
Net cash used in investing activities was R211.4 million for the year ended 28 February 2015, an increase of R11.7 million, as compared
to net cash used in investing activities of R199.7 million for the year ended 28 February 2014. This increase was primarily due to additions
of property, plant and equipment of R121.9 million to open new stores. The increase was substantially offset by the cash outflow from the
acquisition of the CJ Group, together with a non-controlling interest in Pharmacy Development Academy and Evening Star, in the year
ended 28 February 2014 amounting to R107.7 million, including R39 million of acquired debt (consisting primarily of overdraft).
Cash flow from financing activities
Net cash from financing activities was R24.3 million in the six months ended 31 August 2016, compared to net cash from financing
activities in the six months ended 31 August 2015 of nil. This increase reflects the acquisition of two partner stores for cash in the
six months ended 31 August 2016.
Net cash from financing activities was nil in the year ended 29 February 2016, as compared to net cash from financing activities of
R38.7 million in the year ended 28 February 2015. This movement reflects a share issue in Dis‑Chem Pharmacies and Dis‑Chem
Distribution amounting to R39.4 million for the issue of shares to Melnique (Pty) Ltd in the financial year 2015.
Net cash from financing activities was R38.7 million in the year ended 28 February 2015, as compared to net cash from financing
activities of R176.7 million in the year ended 28 February 2014. This movement reflects a share issue in Dis‑Chem Pharmacies and
Dis‑Chem Distribution amounting to R172.4 million for the second tranche of the issue of shares to BVI (Pty) Ltd in the financial year 2014.
Working capital
The below table sets forth the Group’s working capital position as at the end of the financial years 2015 and 2016 and the six months
ended 31 August 2015 and 2016.

R millions (unless otherwise noted)
Trade and other receivables
Average days sales outstanding
Trade and other payables
Average days payable outstanding
Inventories
Average days inventory outstanding

As at
28 February
2015

As at
29 February
2016

608
17
1,305
46
2,334
78

768
17
1,754
48
2,807
81

As at 31 August
2015
2016
591
15
1,224
42
2,375
78

815
17
1,621
48
2,863
81

Trade and other receivables
Receivables comprise of amounts due from medical aids who settle with pharmacies on a bi-monthly basis, as well as wholesale
debtors. The initial acquisition of CJ Group in 2014 changed the Group’s receivables mix and accounts for the majority of the movement
in days.
Trade and other payables
As at the last financial reporting period, the average payment terms for suppliers was 48 days. Because Dis‑Chem pro-actively manages
its working capital with a primary focus on its profit margins, it accepts some degree of delayed payment in order to fund the working
capital on better economic terms than would likely be possible to achieve from early settlement discounts.
Dis‑Chem believes it is differentiated from its smaller competitors because of its wide inventory range supplied by a diverse supplier
base, which enables it to negotiate more competitive terms with its suppliers.
Inventories
Inventory is held broadly equally between the stores and distribution centres. Currently, Dis‑Chem is in the process of implementing SAP
Forecasting and Replenishment in order to reduce overall inventory levels and optimise working capital.
Dis‑Chem’s expansion, and more specifically, its new store rollouts impacted inventory levels for the financial years 2015 and 2016.
Furthermore, Dis‑Chem made a strategic inventory investment in 2015 ahead of an SEP increase.
In financial year 2014, Dis‑Chem acquired a controlling interest in CJ Group, together with a non-controlling interest in Pharmacy
Development Academy and Evening Star, and consolidated CJ Group’s inventory into the business.
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Capital expenditures
The table below presents a breakdown of Dis‑Chem’s capital expenditure for the periods indicated.

R millions (unless otherwise noted)

Year ended
28 February
2014

Year ended
28 February
2015

Year ended
28 February
2016

20

43

45

22

25

0.2

0.3

0.3

0.3

0.3

178

169

180

79

55

198

212

225

101

80

1.9

1.6

1.5

1.4

0.9

Maintenance capital expenditure
Maintenance capital expenditure as a percentage
of revenue
Growth capital expenditure, including acquisition of
subsidiary
Total capital expenditure
Total capital expenditure as a percentage of
revenue

Six months ended 31 August
2015
2016

The most significant element of Dis‑Chem’s capital expenditure during the period under review has been the opening of new stores,
having opened five, 11 and 14 new stores in the 2014, 2015 and 2016 financial years, respectively. On average during the period under
review, new stores have required an investment of approximately R5,000 per square metre of capital expenditure per new space opened.
Also included in growth capital expenditure was a significant recent investment in technology and movable warehouse equipment to
accommodate future growth of R54 million, R92 million and R74 million in the financial years 2014, 2015 and 2016, respectively.
In addition, in the 2014 financial year, growth capital expenditure included R108 million for the acquisition of the Company’s controlling
interest in CJ Group, including non-controlling interests in Pharmacy Development Academy and Evening Star.
In the 2017 and 2018 financial years, the Group’s main capital expenditures are expected to include maintenance capital expenditure
for existing stores, the Group’s head office, IT investments (of approximately R80 million over the two financial years) and the Cape Town
Warehouse expansion and expansionary capital expenditure for new stores.
Despite the Group’s significant investment in growth during the period under review, the Group has remained highly cash generative,
with a post-growth capital expenditure cash conversion of 44.5%, 30.7% and 61.1%, respectively, for the 2014, 2015 and 2016 financial
years. The table below shows the calculation of the Group’s cash conversion ratios for these years.
Year ended
28 February
2014

R millions (unless otherwise noted)
EBITDA
Change in Working Capital (including New Store Investment)(1)
Maintenance capital expenditure

Year ended
28 February
2015

715
(199)
(20)

799
(342)(3)
(43)

Year ended
29 February
2016
1,056(2)
(186)
(45)

Pre-tax cash flow available for growth
Cash conversion (pre-growth capital expenditure)(4)
Growth capital expenditure

496
69.4%
(178)

414
51.8%
(169)

825
78.1%
(180)

Pre-tax cash flow post-growth capital invested
Cash conversion (post-growth capital expenditure)(5)

318
44.5%

245
30.7%

646
61.1%

(1) For definitions of Working Capital and New Store Investment, see “– Non-IFRS Measures – Cash conversion” above.
(2) Includes R92 million relating to release of straight-lining and R19 million relating to profit on the sale of assets.
(3) Includes the effect of inventory investment ahead of SEP price increases.
(4) For a definition of cash conversion (pre-growth capital expenditure), see “– Non-IFRS Measures – Cash conversion” above.
(5) For a definition of cash conversion (post-growth capital expenditure), see “– Non-IFRS Measures – Cash conversion” above.

The main drivers of yearly variability in cash conversion (pre-growth capital expenditure) are changes in Working Capital, specifically in
the financial year 2015 when the Group purchased inventory ahead of a SEP price increase. The average new store capital expenditure
recovery has historically been less than two years, with self-funded growth and stores typically trading profitably within one year.
Borrowings
The table below presents a breakdown of the Group’s interest-bearing loans and borrowings as at the dates indicated.
As at
28 February
2014

As at
28 February
2015

As at
29 February
2016

Non-current liabilities
Finance Lease Liability

2,938

2,207

651,679

631,159

670,845

Current liabilities
Bank Overdraft
Finance Lease Liability

60,969
2,453

472,247
2,467

1,529,708
2,541

519,448
2,467

2,288,876
2,420

R’000
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As at 31 August
2015
2016

Dis‑Chem has a general banking facility of R100 million with Nedbank, a corporate call account with Investec as a working capital
overdraft facility of R600 million (the “Investec Facility”) and an unsecured facility up to R1,500,000,000 (the “Bridge Facility”) with Absa
Bank Limited (“Absa”). The Investec Facility and the Bridge Facility are expected to be replaced by (i) senior terms loans of up to
R800 million, (ii) a senior revolving credit facility of up to R700 million (for the settlement of existing bridge facilities) and (iii) an overdraft
of up to R700 million (collectively the “Proposed Facilities”) shortly after Listing. In connection with the Proposed Facilities, Dis‑Chem
is expected to enter into a new credit agreement with Absa Bank Limited (“Absa”), the indicative terms of which are described in
Annexure 10 under the heading “Material Third-Party Borrowings – Absa Facilities Mandate Letter”. The Proposed Facilities are not
conditional on the Listing.
CJ Distribution has a revolving credit facility of R10 million to be used by way of vehicle and asset finance and general banking facility
of R160 million with Nedbank. An additional seasonal facility of R40 million is available on request.
Dis‑Chem’s principal financing instruments with banks and significant outstanding borrowings are described in further detail in
Annexure 10 to this Pre-listing Statement.
Contractual obligations and commitments
The table below summarises certain categories of Dis‑Chem’s contractual obligations and commitments owed to third parties as at
31 August 2016:
R’000
Finance lease obligations
Operating lease obligations

Less than
one year

One to
five years

More than
five years

Total

58,984
252,528

287,050
925,719

4,026,025
477,134

4,372,059
1,655,381

Capitalised finance leases relate to motor vehicles and land and buildings and the interest rates are linked to the South African
Reserve Bank’s prime lending rate at the contract date. The capitalised finance leases relating to motor vehicles are secured by such
motor vehicles.
In June 2015, Dis‑Chem Distribution and Columbia Falls Property 7 Proprietary Limited renegotiated the terms of a lease for land and
building which resulted in its reclassification from an operating lease to a finance lease. The lease term for the property is 30 years with
an escalation of 8%. Dis‑Chem has had to recognise the lease at its fair market value of R619 million. The effective interest rate of the
finance lease liability amounts to 14.7%. Due to the effective interest rate, the lease payments for the first five years will only service
interest on the finance lease, and capital will only be settled after five years.
In October 2016, Dis‑Chem renegotiated the terms of its Allandale facility finance lease and signed an agreement to amend the effective
interest rate of its finance lease liability to 9.93%, such terms to be effective upon Listing. The book value of the Allandale finance lease
was R649 million as of 29 February 2016 and R669 million as of 31 August 2016. Because of the materiality of the lease change, for
accounting purposes, the Company is expected to derecognise the existing lease and recognise a new lease in the amount of
R619 million. The difference in values of the two leases will be recognised as a once-off gain in the second half of the financial year 2017.
The Group has entered into commercial property leases in respect of its retail stores. These non-cancellable leases have remaining
terms of between one and 12 years. The leases include an escalation clause of 7% to 8% which has been straight-lined over the
remaining period of the lease only in terms IAS 17 – Leases. No material contingent rentals are paid.
Dis‑Chem expects to finance the payments falling due within the next 12 months under its contractual obligations and other commitments
through its cash flows from operations.
Off balance sheet arrangements
As at 31 August 2016, the Group did not have any off balance sheet arrangements.
QUANTITATIVE AND QUALITATIVE DISCLOSURES CONCERNING MARKET RISK
The Group is exposed to various market risks, including credit risk, interest rate risk and liquidity risk. The Group’s policies for managing
these risks are described in note 27 of the Group’s historical financial information included in Annexure 1 to this Pre-listing Statement.
SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES
For a description of the Group’s significant accounting judgements and key sources of estimation uncertainty, see note 3 of the Group’s
historical financial information included in Annexure 1 to this Pre-listing Statement.
Anticipated impact of “IFRS 16 – Leases”
The Group’s financials can be impacted by changes in accounting policies which may affect the comparability of results from period to
period as well as the Group’s balance sheet. For example, the International Accounting Standards Board (the “IASB”) issued “IFRS 16
– Leases” that will become effective for accounting periods beginning on or after 1 January 2019 and the Group expects to comply with
its requirements from that date. IFRS 16 requires that the current values of lease liabilities with respect to premises that are leased on
terms of more than one year be recorded on the balance sheet, while under current accounting policies they are treated as operating
leases and not recorded on the balance sheet. The Group is still evaluating the impact of the standard but as the Group usually leases
its properties on terms of more than one year, application of IFRS 16 is expected to result in an increase in the Group’s assets and
liabilities while income statement charges that are currently treated as operating expenses will be apportioned between depreciation and
interest expense.
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Management and Corporate Governance
Directors and Senior Management
The following discussion provides a description of the Company’s management as it will be on the Listing Date.
Directors
The board of directors of the Company (the “Board”) consists of seven members and one alternate director. In addition, the Company
intends to appoint two further directors to the Board, making the total Board consist of nine members, post these appointments. The
additional two directors to be appointed simultaneously in the near term after Listing Date, will be one Executive Director and one
Independent non-Executive Director. The Executive Director to be appointed to the Board has been identified and will be Saul Saltzman,
current alternate executive director to Lynette Saltzman, whose particulars are enclosed below. The process to identify a suitable
Independent non-Executive Director is underway and will be concluded imminently. Both of these official appointments to the Board will
be announced to the market with requisite details in terms of the JSE Listings Requirements, simultaneously via SENS, shortly after the
Listing Date.
The current members of the Board are as follows:
Name, age and nationality

Position

Business address

Laurence (Larry) Michael Nestadt (65) [¥]

Chairman/Independent Non-Executive
Director

Ivan Leon Saltzman (66) [¥]

Chief Executive Officer/Executive Director

Lynette Frances Saltzman (64) [¥]

Managing Director/Executive Director

Rui Manuel Morais (32) [¥]

Chief Financial Officer/Executive Director

Saul Eytan Saltzman (36) [¥]

Category Executive/Alternate Executive
Director (to Lynette Saltzman)

Mark Bowman (50) [¥]

Independent Non-Executive Director

Anuschka Coovadia (40) [¥]

Independent Non-Executive Director

Joe Mthimunye (51) [¥]

Independent Non-Executive Director

23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682

[¥]

Date appointed
as director
13/10/2016

25/05/2005

25/05/2005

13/08/2012

01/12/2006

13/10/2016

13/10/2016

13/10/2016

South African.

Further particulars of the Directors and the members of Senior Management of the Company, including details of other directorships held
in the preceding five years, are set out in Annexure 7 to this Pre-listing Statement.
Short biographies of the Directors are set out below:
Laurence (Larry) Michael Nestadt – Chairman/Independent Non-Executive Director
Larry Nestadt has a long and successful corporate career, both in South Africa and internationally. He is a co-founder and former
Executive Director of Investec Bank. In addition, Larry was instrumental in the creation and strategic development of a number of listed
companies such as Capital Alliance Holdings, Super Group, HCI, SIB, CorpGro, Reckon and Global Capital, in addition to having served
as past chairman on the boards of these companies. Larry sat on the boards of Softline, JCI and Abacus Technologies. Larry has acted
as Chairman on a number of non-listed company boards both internationally and locally including Stenham (UK) and Prefsure Life
(AUS). He is the current Chairman of Global Capital, Blue Label Telecoms, Universal Partners, National Airways, the Morecorp Group,
Melrose Motor Investments and SellDirect Marketing. Larry is a life member of the World Presidents Organisation, Lloyds of London
(since 1983) and is an Honorary Colonel in the South African Airforce.
Ivan Leon Saltzman – Chief Executive Officer/Executive Director
Ivan Saltzman is the Co-Founder of the Dis‑Chem business and Chief Executive Officer of the Company. He has 41 years of experience
in the pharmaceutical sector in South Africa and has spent 36 of them at Dis‑Chem. He is a qualified pharmacist with a Diploma in
Pharmacy.
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Lynette Frances Saltzman – Managing Director/Executive Director
Lynette Saltzman is the Co-Founder of the Dis‑Chem business and a Managing Director of the Company. She is also the Founder and
Director of the Dis‑Chem Foundation. She has 41 years of experience in the pharmaceutical sector in South Africa and has spent 36 of
them at Dis‑Chem. She is a qualified pharmacist with a Diploma in Pharmacy.
Rui Manuel Morais – Chief Financial Officer/Executive Director
Rui Morais is the Chief Financial Officer of the Company. He has 10 years of experience in the retail pharmaceutical sector in South Africa
and has been at Dis‑Chem for six years. Prior to becoming Chief Financial Officer, he served as group financial executive for 18 months.
Prior to joining Dis‑Chem he had senior managerial roles in the audit retail sector at EY, with Dis‑Chem included in his portfolio. He is a
Chartered Accountant in South Africa and has a Bachelor of Accounting degree from the University of Johannesburg.
Saul Eytan Saltzman – Group Executive/Alternate Executive Director (to Lynette Saltzman)
Saul Saltzman is the Group Executive for the Group and a director. He has 16 years of experience in the pharmaceutical sector all of
which has been at Dis‑Chem. Prior to becoming Group Executive, he served as various executive administration roles. He has a Bachelor
of Commerce degree and a Post-Graduate Diploma in Business Administration from the University of Witwatersrand.
Mark Bowman – Independent Non-Executive Director
Mark Bowman has over 23 years of experience in the South African corporate sector. He joined SABMiller’s beer division in 1993 and
was appointed managing director of SABMiller Africa in 2007. Mark’s work led to the consolidation of SABMiller’s South Africa beverage
business and Africa division into one region for management purposes, and as a result he was appointed managing director of the
enlarged SABMiller Africa region on 1 July 2014. He is also a non-executive director of Tiger Brands and he holds directorship roles with
numerous subsidiary African breweries. Mark has a Bachelor of Commerce degree from the University of Witwatersrand and a Masters
of Business Administration from the University of Cape Town.
Dr Anuschka Coovadia – Independent Non-Executive Director
Dr Anuschka Coovadia is the Head of Healthcare for Africa at KPMG International, a Director on a healthcare investment development
fund, Ayurveda Investments, and executive member of community business and social forums and a member of a Global Task Team on
Universal Health Coverage, which advises governments and ministries of health in emerging economies on the design, financing and
implementation of National Health Insurance schemes. She has more than 15 years of experience in the health and research industry,
working with governments, donor funders, payers, providers and private sector organisations across Africa. Previously, Anuschka served
as the African lead for Novartis (Coartem), Head of Clinical Advisory Services at the Government Employees Medical Scheme, a Product
Development Specialist at Momentum Health’s Health in the Health Actuarial Department and in the managed care division of the
Metropolitan Group’s Durban office. She has a Bachelor of Medicine and Surgery degree and a Masters in Economics (Health) from the
University of KwaZulu-Natal, having also completed various management and actuarial courses.
Joe Mthimunye – Independent Non-Executive Director
Joe Mthimunye is one of the founding partners of Gobodo, the accounting and auditing practice that merged with SizweNtsaluba to form
SizweNtsalubaGobodo. Joe established the corporate finance and advisory services as a division within Gobodo in 1997. He
subsequently led a management buy-out (MBO) of the corporate finance division which was rebranded as aloeCap in 2001. As the
leader of the aloeCap team he has been involved in a number of mergers and acquisitions, restructuring, capital raising, debt issuance
and IPO mandates. As the Executive Chairman of aloeCap, he led the team that established aloeCap Private Equity. Joe was a nonexecutive director at Invicta Holdings and currently serves as an independent non-executive director and the chairman of the audit
committee of Blue Label Telecoms. He sits on a number of private company boards (non-executive) in which aloeCap is an investor. Joe
is a Chartered Accountant in South Africa and holds a BCompt Hons/CTA from UNISA.
Senior Management
The Company’s senior management are as follows:
Name, age and nationality

Position

Business address

Ivan Leon Saltzman (66) [¥]

Chief Executive Officer

Lynette Frances Saltzman (64) [¥]

Managing Director

Rui Manuel Morais (32) [¥]

Chief Financial Officer

Saul Eytan Saltzman (36) [¥]

Category Executive

Stanley Richard Nathaneal Goetsch (59) [¥]

Category Executive

Christopher Jonathan Williams (45) [¥]

Wholesale and Distribution
Executive

23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682
23 Stag Road
Midrand
1682

Date joined
Dis‑Chem

Date appointed
to current role

18/03/2005

25/05/2005

18/03/2005

25/05/2005

01/03/2011

01/08/2012

18/03/2005

01/12/2006

18/03/2005

25/05/2005

20/11/2013

01/09/2016
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Short biographies of the members of Senior Management of the Company are set out below:
Ivan Leon Saltzman – Chief Executive Officer
See “– Directors” above.
Lynette Frances Saltzman – Managing Director
See “– Directors” above.
Rui Manuel Morais – Chief Financial Officer
See “– Directors” above.
Saul Eytan Saltzman – Category Executive
See “– Directors” above.
Stanley Richard Nathaneal Goetsch – Category Executive
Stanley Goetsch is a Category Executive. He has 33 years of experience in the pharmaceutical sector in South Africa, 32 years of which
have been at Dis‑Chem. Prior to becoming a category executive he served as pharmacist and store manager in the group. He has a
Bachelor of Pharmacy degree from Rhodes University.
Christopher Jonathan Williams – Wholesale and Distribution Executive
Christopher Williams is the Group’s Wholesale and Distribution Executive. He has 22 years of experience in the pharmaceutical sector in
South Africa and was the founder and CEO of CJ Distribution (CJ Pharmaceutical Enterprises) until it became wholly owned by the
Company. He has been at Dis‑Chem since November 2013 when Dis‑Chem acquired a majority interest in CJ Distribution. He has a
Bachelor of Pharmacy degree from the University of Pretoria and a Masters of Business Administration from Bond University in Australia.
Whitney Thomas Green – Company Secretary
Whitney Green has been the Company Secretary for a number of listed entities. These companies include Global Capital Limited, Capital
Alliance Holdings Limited, Super Group Limited, Hosken Consolidated Investments Limited, Annuity Properties Limited and The Don
Group Limited and is currently the Company Secretary for South Ocean Holdings Limited, a company listed on the JSE Limited. Whitney
is also the Company Secretary for a number of public and private companies which are involved in the private equity market, motor
retailers, cell phone market, property developers, bolt and nut suppliers and home and catering suppliers. Whitney is a member of the
Chartered Institute of Secretaries.
DIRECTORS’ DECLARATIONS
None of the Directors or members of Senior Management of the Company referred to in this Pre-listing Statement:
•

has been declared bankrupt, insolvent or sequestrated or at any time been a party to a scheme of arrangement or made any other
form of compromise with their creditors in any jurisdiction;

•

has ever been involved, in any business rescue plans and/or resolution proposed by any entity to commence business rescue
proceedings, application having been made for any entity to begin business rescue proceedings, notices having been delivered in
terms of Section 129(7) of the South African Companies Act, receiverships, compulsory liquidations, creditors’ voluntary liquidations,
administrations, company voluntary arrangements or any composition or arrangement with its creditors generally or any class of its
creditors of any company where such person is or was a director, with an executive function within such company at the time of, or
within the last 12 months;

•

has been involved in any compulsory liquidation, administration or voluntary arrangements of any partnership where such person is
or was a partner at the time of or within the 12 months preceding such events;

•

has had receivership of any of the assets of such person or of a partnership of which he or she was a partner subject to receivership
when he or she was a partner or was a partner at the time of, or within 12 months prior to such an event;

•

has been the subject of public criticism by any statutory or regulatory authorities, including recognised professional bodies, or been
disqualified by a court from acting as a director of a company or from acting in the management or conduct of the affairs of any
company;

•

has ever been convicted of any offence resulting from, or involving, dishonesty, fraud, theft, forgery, perjury, misrepresentation or
embezzlement committed by such person;

•

has ever been found guilty in disciplinary proceedings, by an employer or regulatory body, due to dishonest activities committed by
such person;

•

has ever been removed from an office of trust on the grounds of misconduct and involving dishonesty;

•

has ever been barred from entry into any profession or occupation;

•

has ever been convicted in any jurisdiction of any criminal offence or an offence under legislation relating to the South African
Companies Act, and no company of which he or she was a director, alternate director or officer at the time of the offence has been
convicted in any jurisdiction of any criminal offence, or an offence under legislation relating to the South African Companies Act; or

•

is or has been subject to any court order declaring him or her delinquent or placing him or her under probation under Section 162 of
the South African Companies Act and/or Section 47 of the Close Corporations Act, 69 of 1984 or disqualifying him or her to act as a
director under Section 69 of the South African Companies Act or Section 219 of the previously applicable Companies Act, 61 of 1973.
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APPOINTMENT, QUALIFICATION AND BORROWING POWERS OF DIRECTORS
Set out in Annexure 12 to this Pre-listing Statement are extracts of the relevant provisions of the memoranda of incorporation of:
(b)

the Company and its Major Subsidiary, regarding:
•

the qualification, appointment, terms of office and remuneration of directors; and

•

powers enabling directors to vote on a proposal, arrangement or contract in which they are materially interested and to vote
remuneration to themselves or any member of the relevant board;

(c)

the Company, its Major Subsidiary and any subsidiary where such provisions are material to the Company, regarding the borrowing
powers of the Company exercisable by the Directors. The borrowing powers may be varied by an amendment to the memorandum
of incorporation; and

(d)

the Company, regarding retirement of Directors by rotation.

The borrowing powers of the Directors and directors of the Major Subsidiary, have not been exceeded during the past three years and
there have not been any exchange control or other restrictions on the borrowing powers of the Company or its Major Subsidiary.
There are no restrictions on the Company’s borrowing powers and the business of the Company shall be managed by the Board which
may exercise all the powers of the Company. The borrowing powers exercisable by the directors of the Major Subsidiary are set out in
Annexure 12 under “Extracts from the Memorandum of Incorporation of the Company and its Major Subsidiary – Borrowing Powers”.
There are no other material limitations on the borrowing powers of the Group.
The memoranda of incorporation of each of the subsidiary companies do not have any provisions which would frustrate the Company’s
compliance with the Listings Requirements or which relieve the Company from compliance with the Listings Requirements.
REMUNERATION OF DIRECTORS
The total aggregate remuneration and benefits paid and payable to the Executive Directors and Non-Executive Directors of the Company
for the year ended 29 February 2016 is set out below:

Name

Bonuses and
performanceContributions
related Other material
to pension
Directors’ fees Basic salary
payments
benefits
schemes
R
R
R
R
R

Ivan Leon Saltzman
Lynette Frances
Saltzman
Rui Manuel Morais
Saul Eytan Saltzman
Brian Ian Epstein
Stanley Richard
Nathaneal Goetsch
Niall Maurice Hegarty
Kevin Selwyn Sterling

Other
R

Total
R

10,679,000

–

–

–

72,000

–

10,751,000

4,528,000
3,379,000
3,493,000
3,517,000

–
–
–
–

–
–
–
–

–
–
–
–

72,000
72,000
72,000
72,000

–
–
–
–

4,600,000
3,451,000
3,565,000
3,589,000

3,542,000
3,384,000
3,383,000

–
–
–

–
–
–

–
–
–

72,000
72,000
72,000

–
–
–

3,614,000
3,456,000
3,455,000

Further details of the Directors’ service agreements are set out in Annexure 7. The remuneration payable to the Directors will not be
varied in consequence of the Offer or Listing, but will be reviewed in line with best practice after Listing. None of the Directors has
received any remuneration or benefits from (i) any holding company of the Company, (ii) any subsidiary or fellow subsidiary of the
Company, (iii) any associate of the Company or of any entity included in (i) or (ii), (iv) a joint venture of the Company or an entity included
in (i) to (iii) or entities that provided management or advisory services to the Company or any of the entities included in (i) to (iv).
Save as described in note 19 of the historical financial information for the year ended and as at 29 February 2016 set out in Annexure 1
and as otherwise disclosed in this Pre-listing Statement, no loans have been made or security furnished by the Company or by any of its
subsidiaries to or for the benefit of any director or manager or any associate of any Director or manager of the Company. For a description
of the Group’s lease arrangements with related parties, see “Additional Information – Related Party Transactions”.
Within three years of the date of this Pre-listing Statement, no payments were made to, or have been agreed to be paid to, any director
of the Company or any company in which he/she is beneficially interested, directly or indirectly, or of which he/she is a director (the
“associate company”) or to any partnership, syndicate or other association of which he/she is a member (the “associate entity”) either to
induce him or her to become, or to qualify him/her as a director of the Company or otherwise for the services rendered by him or her or
by the associate company or the associate entity in connection with the promotion or formation of the Company.
Fees in lieu of directors’ fees
No fees in lieu of directors’ fees were paid to any of the Directors by the Company during the financial year ended 29 February 2016.
DIRECTORS’ INTERESTS
Neither the Directors nor their associates have any direct holdings in the Ordinary Shares.
The indirect interests in the Ordinary Shares as at the Last Practicable Date of the Directors (including Directors who were Directors in
the last 18 months prior to the Last Practicable Date) and their associates are set out below:
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Name
Ivan Leon Saltzman and Lynette Frances Saltzman (through Ivlyn
Proprietary Limited, formerly through The Saltzman Family Trust)
Stanley Richard Nathaneal Goetsch (through Stansh Proprietary
Limited)
Niall Maurice Hegarty (through Niajul Proprietary Limited)
Brian Ian Epstein (through Busdis Proprietary Limited)
Kevin Selwyn Sterling (through Kevlu Proprietary Limited)
Saul Eytan Saltzman (through Sauta Proprietary Limited)
Rui Manuel Morais (through Melnique Proprietary Limited)
Louis Lukas Stephanus van der Watt (through Business Venture
Investments No. 1651 Proprietary Limited (RF))
Total

Direct
beneficial

Indirect
beneficial

Total

Percentage
of issued
share capital

–

3,627,867

3,627,867

66.9%

–
–
–
–
–
–

566,281
283,141
94,380
94,380
52,962
52,962

566,281
283,141
94,380
94,380
52,962
52,962

10.4%
5.2%
1.7%
1.7%
0.98%
0.98%

–

524,335

524,335

9.7%

–

5,296,308

5,296,308

97.6%

The indirect interests in the Ordinary Shares immediately prior to Listing (once the Company’s new memorandum of incorporation and
the proposed share subdivision discussed below has come into effect) of the Directors (including Directors who were Directors in the last
18 months prior to the Last Practicable Date) and their associates are set out below:

Name
Ivan Leon Saltzman and Lynette Frances Saltzman (through Ivlyn
Proprietary Limited, formerly through the Saltzman Family Trust)
Stanley Richard Nathaneal Goetsch (through Stansh Proprietary
Limited)
Niall Maurice Hegarty (through Niajul Proprietary Limited)
Brian Ian Epstein (through Busdis Proprietary Limited)
Kevin Selwyn Sterling (through Kevlu Proprietary Limited)
Saul Eytan Saltzman (through Sauta Proprietary Limited)
Rui Manuel Morais (through Melnique Proprietary Limited)
Louis Lukas Stephanus van der Watt (through Business Venture
Investments No. 1651 Proprietary Limited (RF))
Total

Direct
beneficial

Indirect
beneficial

Total

Percentage
of issued
share capital

–

544,180,050

544,180,050

66.9%

–
–
–
–
–
–

84,942,150
42,471,150
14,157,000
14,157,000
7,944,300
7,944,300

84,942,150
42,471,150
14,157,000
14,157,000
7,944,300
7,944,300

10.4%
5.2%
1.7%
1.7%
0.98%
0.98%

–

78,650,250

78,650,250

9.7%

–

794,446,200

794,446,200

97.6%

Pursuant to the Share Repurchase, the Directors (including Directors who were Directors in the last 18 months prior to the Last Practicable
Date) who are named in the table above will be selling down a portion or all (in the case of Louis Van Der Watt) of their interests in the
Company. See Annexure 11 “Repurchase Shareholders”. In addition, certain of the Independent Non-Executive Directors may subscribe
for Offer Shares in the Offer. Any allocation to such Directors will be disclosed as directors’ dealings in the ordinary course in accordance
with the JSE Listings Requirements.
Other than as set out in this Pre-Listing Statement, there has been no change in the interests of the Directors since the end of the last
financial year.
DIRECTOR INCENTIVES AND INTERESTS IN TRANSACTIONS
Other than as set out below under “Additional Information – Related Party Transactions” and “Incorporation and Share Capital – Alterations
to Share Capital and Share Repurchase”, no Directors have any material beneficial interests in any of the transactions of the Company.
Other than as set out below under “– Employee Incentive Schemes”, none of the Directors have been granted any share options or
awards or any other right which would have had the same or a similar effect in respect of providing a right to such Director to subscribe
for the Ordinary Shares.
Other than as set out below under “Additional Information – Related Party Transactions”, none of the Directors have any material beneficial
interests which would give rise to potential conflicts of interest between their duties to the Company and their private interests and/or their
duties to third parties.
For a description of the related party transactions entered into by Dis‑Chem, please see “Additional Shareholder Information – Related
Party Transactions”.
CORPORATE GOVERNANCE
Regulatory landscape
The Company and its Directors are subject to the corporate governance and financial reporting requirements imposed by the South
African Companies Act, the Listings Requirements and the South African Code of Corporate Practice and Conduct as set out in the Third
King Report on Corporate Governance (2009) (“King III”), as a company whose shares are listed on the exchange operated by the JSE.
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Commitment and approach
The Directors endorse and accept full responsibility for the application of the principles necessary to ensure that effective corporate
governance is practised consistently throughout the Company. In discharging this responsibility, the intention is to apply the principles
of the King III in both letter and spirit. The Company strives to integrate corporate governance into all aspects of its business.
Following conversion of the Company from a private company to a public limited company to be listed on the exchange operated by the
JSE, the Directors have begun and will continue to pro-actively take steps to ensure full compliance with the Listings Requirements and
the application of the principles of King III. The Board is of the opinion that the Company is compliant with the Listings Requirements and,
except as otherwise detailed in the King III register, with the King III in all material respects. The King III register can be viewed on the
Company’s website at www.dischem.co.za and in Annexure 14 to this Pre-listing Statement.
Board of Directors’ practices
The Board currently consists of three Executive Directors and four Non-Executive Directors, four of whom are independent Non-Executive
Directors. The Board is chaired by Larry Nestadt, who is an independent Non-Executive Director. The Board is ultimately responsible for
the day-to-day management of the Company’s business, its strategy and key policies. The Board is also responsible for approving the
Company’s financial objectives and targets. The Board has determined a policy detailing the procedures for appointments to the Board.
Such appointments are to be formal and transparent and a matter for the Board as a whole assisted by the nomination committee.
The Directors who are also members of the executive committee of the Company are involved in the day-to-day business activities of
Dis‑Chem and are responsible for ensuring that the decisions of the executive committee as approved by the Board are properly
implemented. The roles of Chairman and Group Chief Executive Officer are separate. The Board is led by the Chairman while operational
management of Dis‑Chem is the responsibility of the Group Chief Executive Officer. The role and function of the Group Chief Executive
Officer has been formalised and a framework for the delegation of authority is established.
The Board recognises that there may be occasions where one or more Directors feel it necessary to seek independent professional
advice, and the Company has agreed to bear the expenses of such advice if certain procedures are followed.
Members of the Board are appointed by the Company’s shareholders. The Board also has the powers to appoint additional directors,
subject to such appointment being approved by shareholders. In terms of the Board charter, appointments to the Board are made on the
recommendation of the nominations committee. A formal policy detailing the procedures for appointment to the Board has been adopted
by the Company.
The Board will ensure that there is an appropriate balance of power and authority on the Board, such that no one individual or block of
individuals can dominate the Board’s decision taking. The Non-Executive Directors are individuals of good caliber, credibility and have
the necessary skills and experience to bring judgement to bear independent of management, on issues of strategy, performance,
resources, transformation, diversity and employment equity, standards of conduct and evaluation of performance.
The Board has determined a policy for detailing the manner in which a Directors’ interest in transactions is to be determined and the
interested Directors’ involvement in the decision-making process. Real or perceived conflicts will be disclosed to the Board and managed
in accordance with the pre-determined policy used to assess a Director’s interest in transactions.
The Board will appraise the Chairman’s performance and ability to add value to the Company on an annual or such other basis as the
Board may determine. The Chairman, or a sub-committee appointed by the Board, will appraise the performance of the Group Chief
Executive Officer at least annually.
The Board as a whole and individual Directors will have their overall performance periodically reviewed in order to identify areas for
improvement in the discharge of individual Director’s and the Board’s functions on an annual basis. This review will be undertaken by the
Chairman and, if so determined by the Board, an independent service provider.
The Board/nomination committee intends to establish a policy on the promotion of gender diversity regarding nomination and appointment
at Board level and to report on an annual basis in its annual report on how it has applied this policy.
The Board meets at least four times a year, excluding any ad hoc meetings held to consider special business.
Board mandate
The role and responsibilities of the Board are included in its approved charter and include the following:
•

to act as the focal point for, and custodian of, corporate governance by managing its relationship with management, the shareholders
and other stakeholders of the Group along sound corporate governance principles;

•

to appreciate that strategy, risk, performance and sustainability are inseparable and to give effect to this by:
–– contributing to and approving the strategy;
–– satisfying itself that the strategy and business plans do not give rise to risks that have not been thoroughly assessed by
management;
–– identifying key performance and risk areas;
–– ensuring that the strategy will result in sustainable outcomes; and
–– considering sustainability as a business opportunity that guides strategy formulation;

•

to provide effective leadership on an ethical foundation;

•

to ensure that the Group is and is seen to be a responsible corporate citizen by having regard to not only the financial aspects of the
business of the Group but also the impact that business operations have on the environment and the society within which it operates;

•

to ensure that the Group’s ethics are managed effectively;

•

to ensure that the Group has an effective and independent audit committee;

•

to be responsible for the governance of risk;

•

to be responsible for information technology (IT) governance;
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•

to ensure that the Group complies with applicable laws and considers adherence to non-binding rules and standards;

•

to ensure that there is an effective risk-based internal audit;

•

to appreciate that stakeholder’s perceptions affect the Group’s reputation;

•

to ensure the integrity of the Group’s integrated report;

•

to act in the best interests of the Group by ensuring that individual directors:
–– adhere to legal standards of conduct;
–– are permitted to take independent advice in connection with their duties following an agreed procedure;
–– disclose real or perceived conflicts to the board and deal with them accordingly; and
–– deal in securities only in accordance with the policy adopted by the Board;

•

to consider business rescue proceedings or other turnaround mechanisms as soon as the Group is financially distressed;

•

to elect a Chairman of the Board that is an independent Non-Executive Director; and

•

to appoint and evaluate the performance of the Group Chief Executive Officer.

Board committees
Audit and risk committee
The audit and risk committee comprises three independent Non-Executive Directors. As at the date of this document, Joe Mthimunye
chairs the Company’s audit committee, of which Mark Bowman and Anuschka Coovadia are also members. The members of the
committee are appointed by the Board from amongst the independent Non-Executive Directors of the Company.
Audit function: A representative of Ernst & Young Inc., the Company’s independent external auditors, attends committee meetings by
invitation. The committee will meet at least two times a year. The audit committee provides the Board with additional assurance regarding
the quality and reliability of financial information used by the Board and the financial statements of the Group. In addition, the audit
committee review the internal control systems, the financial control systems, the accounting systems and reporting, the internal audit
functions and ensures that a combined assurance model is applied to provide a co-ordinated approach to all assurance activities. It also
liaises with the Company’s external auditors, monitors compliance with legal requirements, ensures management addresses any
identified internal control weakness, assesses the performance of financial management, assesses the Company’s going concern
status, approves external audit fees, budgets, plans and performance, conducts an annual review and assessment of the financial
reporting risks the Company faces and has established a policy regarding non-audit services provided by the external auditors. In terms
of risk management, the committee ensures that Senior Management’s processes and procedures are adequate to identify, assess,
manage and monitor Group-wide risks. The committee has satisfied itself as to the appropriateness of the expertise of the Chief Financial
Officer.
Risk function: Independent risk experts are invited to committee meetings as, and when, necessary. In addition to the Non-Executive
Directors referred to above, additional members of the audit and risk committee to deal with the risk function are appointed by the Board
and will include executive and non-executive directors, and should comprise people with adequate risk management skills and
experience to equip the committee to perform its functions. Members of Senior Management responsible for the various areas of risk
management will be invited to attend the risk portion of the meetings. The audit and risk committee oversees the development and
implementation of a policy and plan for risk management; makes recommendations to the Board concerning the levels of risk tolerance
and appetite and monitors that risks are managed within the approved levels; oversees that the risk management plan is widely
disseminated throughout the Group; ensures that risks are assessed and monitored on a continuous basis and that management
implements appropriate risk responses; assists the Board in the formulation of its opinion on the effectiveness of the system and process
of risk management; and reviews the reporting concerning risk management that is to be included in the integrated report.
Remuneration and nomination committee
Remuneration function: Mark Bowman chairs the remuneration function of the remuneration and nomination committee and Larry Nestadt
and Joe Mthimunye are also members. All members of the remuneration function of the remuneration and nomination committee are
independent Non-Executive Directors. The remuneration and nomination committee, which will meet at least two times a year, has
responsibility for the determination of specific remuneration packages for each of the Executive Directors and the Chairman. The
remuneration committee also considers the bonuses, which are discretionary and based upon general economic variables, the
performance of the Company and the individual’s performance and certain other employee benefits and schemes. No remuneration of
any nature shall be paid, increased or varied to any Director without the prior approval of the remuneration function of the remuneration
and nomination committee.
Nomination function: The nomination function of the remuneration and nomination committee comprises only independent Non-Executive
Directors. Larry Nestadt, the chairman of the Board chairs the Company’s nomination committee and Mark Bowman and Joe Mthimunye
are also members. All members of the nomination committee are independent Non-Executive Directors. The nomination function of the
remuneration and nomination committee, which will meet at least two times a year, leads the process of Board appointments, considers
succession planning and makes recommendations to the Board, amongst other things, on Board composition and balance and on all
new appointments and re-appointments of Non-Executive Directors.
Social and ethics committee
Anuschka Coovadia, Larry Nestadt and Lynette Saltzman are the members of the Company’s social and ethics committee, which is
chaired by Anuschka Coovadia. Lynette Saltzman is the only Executive Director in the committee. The committee will meet at least two
times a year. The committee considers matters pertaining to the Company’s activities, having regard to any relevant legislation, other
legal requirements and prevailing codes of best practice, in respect of social and economic development, good corporate citizenship
(including the promotion of equality, prevention of unfair discrimination; the environment, health and public safety, including the impact
of the Company’s activities and of its products or services), consumer relationships and labour and employment issues. The responsibility
of this committee is further to advise the Board on all relevant aspects that may have a significant impact on the long-term sustainability
of the Company and which influence the Company’s integrated reporting.
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Executive committee
This committee comprises the Chief Executive Officer, the Chief Financial Officer and certain senior executives of the Company. It is
responsible for the operational activities of the Company, developing strategy and policy proposals for consideration by the Board and
implementing the Board’s decisions. No fees are payable to executives for service on this committee.
Company Secretary
Whitney Green has been appointed as Company Secretary and is appropriately empowered to fulfil his duties with regard to assistance
to the Board. The Board has assessed the Company Secretary’s competence, qualifications, experience, suitability and performance for
the 2016/7 financial year and found him to be competent and suitably qualified to act as Company Secretary. The Company Secretary is
not a director of the Company and has an arm’s length relationship with the Board, who can also remove the Company Secretary from
office. The Company Secretary assists the nomination committee with the appointment, induction and training of Directors. He provides
guidance to the Board duties and good governance and ensures that Board and Board committee charters are kept up to date. The
Company Secretary prepares and circulates Board papers and assists with obtaining responses, input, and feedback for Board and
Board committee meetings. Assistance is also provided with regard to the preparation and finalisation of Board and Board committee
agendas based on annual workplan requirements. The Company Secretary ensures that minutes of Board and the Board committees are
prepared and circulated and also assists with the annual evaluations of the Board, Board committees and individual Directors.
Share dealings
Directors, executives and senior employees are prohibited from dealing in any securities of Dis‑Chem during certain prescribed restricted
periods. The Directors intend to adopt a formal securities dealings policy prior to Listing to ensure Directors’ and employees’ compliance
with the Listings Requirements and market abuse and insider trading provisions of the South African Financial Markets Act.
Internal control systems
To meet the Company’s responsibility to provide reliable financial information, the Company maintains financial and operational systems
of internal control. These controls are designed to provide reasonable assurance that transactions are concluded in accordance with
management’s authority, that the assets are adequately protected against material losses, unauthorised acquisition, use or disposal, and
that transactions are properly authorised and recorded.
The systems include a documented organisational structure and division of responsibility, established policies and procedures which are
communicated throughout the Group, and the careful selection, training and development of people.
The Company monitors the operation of the internal control systems in order to determine if there are deficiencies. Corrective actions are
taken to address control deficiencies as they are identified. The Board, operating through the audit committee and the risk committee,
oversees the financial reporting process and internal control systems.
There are inherent limitations on the effectiveness of any system of internal control, including the possibility of human error and the
circumvention or overriding of controls. Accordingly, an effective internal control system can provide only reasonable assurance with
respect to financial statement preparation and the safeguarding of assets.
EMPLOYEE INCENTIVE SCHEMES
Introduction
Dis‑Chem adopted two share plans, namely a Share Appreciation Rights Plan (“SAR”) and a Forfeitable Share Plan (“FSP”) (collectively
referred to as “the share plans”) which were approved by special resolution of the shareholders on 13 October 2016, to incentivise,
motivate and retain the right calibre of employees. The resolution also approved the issues of shares and rights to shares in terms of the
share plans.
The SAR provides participants with the opportunity to be awarded rights (“share appreciation rights” or “SARs”) to receive Ordinary
Shares equal to the increase in the value of a certain number of Ordinary Shares between the award date and the exercise date. Vesting
of SARs will be subject to the continued employment of the participants for the employment period and may be subject to the satisfaction
of Performance Conditions. For this reason the SAR is considered to be an appropriate instrument for a company which is in a high
growth phase, like Dis‑Chem. The SAR will be used for the majority of eligible employees.
The FSP provides participants with the opportunity to be awarded Forfeitable Shares in the Company. Through the delivery of real
Ordinary Shares under the FSP, participants will become shareholders in the Company and will have all shareholder rights (including
voting and dividend rights) with effect from the Settlement Date. However, the Forfeitable Shares may not be disposed of or otherwise
encumbered between the Settlement Date and the Vesting Date.
The FSP will initially be used on a limited basis to make awards as follows:
•

awards of Bonus Shares to Regional Managers, where the value will be determined as a percentage of the annual short-term
incentive and the vesting of which will be subject to an Employment Condition; and

•

ad hoc awards of Restricted Shares to key employees to address retention risks or sign-on requirements. The Vesting of these shares
will be subject to the satisfaction of the Employment Condition.

Over time and as the Company evolves, the Awards of Bonus Shares may be extended to other levels of employees and the FSP can be
used to award Forfeitable Shares in the form of Performance Shares, the Vesting of which will be subject to Employment and sufficiently
stretching Performance Conditions measured over a three-year Performance Period.
Where terms are capitalised, these terms bear the defined meaning as per the definitions contained in the SAR and FSP rules.
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The salient features of the FSP and SAR are detailed below.
Purpose
The share plans will be primarily used as an incentive to participants to deliver the Group’s business strategy over the long-term.
The share plans will incentivise, motivate and retain eligible employees through the regular annual Awards of SARs in terms of the SAR
and Bonus Shares and Restricted Shares in terms of the FSP. As the Company evolves and matures over time, the FSP can be used to
make Awards of Performance Shares. The Awards made under the FSP are collectively referred to as Forfeitable Shares.
Details regarding the types of instruments are set out below:
•

SARs: Annual awards of rights to receive Ordinary Shares equal to the increase in the value of a certain number of Ordinary Shares
between the award date and the exercise date, the vesting of which is subject to the satisfaction of the Employment Condition (as
set out below) and may be subject to the satisfaction of such performance conditions as may be approved by the Remuneration
Committee (“Performance Conditions”).

•

Bonus Shares: Annual awards, the value of which will be determined as a percentage of the annual bonus based on performance in
the previous financial year. Therefore, if no annual bonus is received in a particular financial year, the employee will not be eligible to
receive an Award. The Vesting of Bonus Shares is only subject to the Employment Condition.

•

Restricted Shares: Only awarded in ad hoc instances where the Remuneration Committee recognises key talent instrumental in
delivering the Group’s business strategy. The Vesting of Restricted Shares is only subject to the satisfaction of the Employment
Condition.

•

Performance Shares (once implemented) will be in the form of annual awards, the Vesting of which will be subject to the satisfaction
of both Performance Conditions and the Employment Condition in line with the Group’s approach to performance related incentives.
The Remuneration Committee will define appropriate “stretching” Performance Conditions at the time of implementation.

The extent and nature of Performance Condition(s) applicable to the SARs (if any) will be approved by the Remuneration Committee
annually and specifically included in the Award Letter to Participants. The employment condition applicable to all share instruments is
the requirement for continued employment of the participant by any employer company within the Group for a period of three years from
the award date (the “Employment Condition”).
Participants
Although the rules of the share plans will be defined widely to include any permanent employee, initially participation under the SAR will
be limited to Directors, Executive Committee members, Executive Managers and Other Managers.
Employees eligible to receive Bonus Shares will initially be limited to Regional Managers. As the Company evolves, other levels of
employees may be eligible to receive Bonus Shares.
Participation is not a condition of employment, and the Remuneration Committee retains absolute discretion regarding the making of an
Award to any employee in terms of the share plans.
Rights of Participants
In terms of the SAR, the participants will not be entitled to any shareholder rights before the Settlement of the Shares. Settlement will only
occur after exercise of the SARs.
In terms of the FSP, participants will become owners of the Forfeitable Shares from the Settlement Date, shortly after the Award Date, and
will immediately benefit from dividends and have voting rights in respect of the Forfeitable Shares over the Vesting Date. The Forfeitable
Shares cannot be disposed of by the participant prior to the Vesting Date and will be subject to forfeiture and disposal restrictions until
the Vesting Date.
Basis of Awards and Award levels
In line with the requirements of King III, draft King IV and best practice, regular, annual Awards of SARs will be made on a consistent
basis to ensure long-term shareholder value creation.
Overall Award levels will be decided by the Remuneration Committee each time that Awards are made, by taking into account the
particular circumstances at that time e.g. company affordability, retention considerations, and exceptional company performance.
Annual allocations will be benchmarked and set to a market-related level of remuneration whilst considering the overall affordability
thereof to the Company.
Performance Conditions and Vesting
It is envisaged that the first Awards of SARs will be only be made subject to the following Performance Condition over a performance
period of three years. The following targets and Vesting scale will be applied:
Performance condition

Threshold – 30% vesting

Target – 100% vesting

Headline earnings per share (“HEPS”)

CPI + 1% growth per annum over the
performance period

CPI + 3% growth per annum over the
performance period

Linear Vesting will be applied for performance between levels.
Award of Bonus Shares will be dependent on the quantum of the annual bonus earned by the participant, which is based on the
Company’s financial and non-financial results and modified by the individual’s performance, and will be linked to performance in this
manner. In addition, vesting will be subject to the fulfilment of the Employment Condition over an employment period of three years.
Performance Shares (if and when implemented) will also be subject to the fulfilment of both the pre-determined Performance Conditions
and the Employment Condition over an employment period of three years, for Vesting to occur.
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The Remuneration Committee will set appropriate Performance Conditions, performance periods, Employment Conditions and
employment periods, as relevant, for each Award, taking into account the business environment at the time of making the Awards, and
where considered necessary, in consultation with shareholders. Each of these details of the Award will be communicated to the
participants in terms of individual Award Letters.
Manner of Settlement
The rules of the share plans are flexible in order to allow for Settlement in any of the following manners:
•

by way of a market purchase of Ordinary Shares;

•

use of treasury shares;

•

issue of Ordinary Shares.

The exact method of Settlement will be determined by the Remuneration Committee, although the preference will be a market purchase
of Ordinary Shares as it causes no dilution to shareholders.
In order to effect any forfeiture of Awards, the Forfeitable Shares will be held by an escrow agent on behalf of the participant until
they vest.
Limits and adjustments
The aggregate number of Ordinary Shares which may at any one time be settled in terms of the share plans shall not exceed approximately
5% of the number of issued Ordinary Shares in issue at the date of Listing (following the implementation of the Offer and the Share
Repurchase). This is in line with market best practice.
In calculating the limit for the FSP, new Ordinary Shares allotted and issued by the Company or Ordinary Shares held by a Subsidiary in
treasury account which have been used by the Company for Settlement of the FSP, will be included in the Company limit. This limit will
be calculated to exclude Ordinary Shares purchased in the market in settlement of the FSP and Forfeitable Shares compromising an
Award under the FSP which do not subsequently Vest as a result of forfeiture.
Similarly, in calculating the limit for the SAR, new Ordinary Shares allotted and issued by the Company or Ordinary Shares held by a
Subsidiary in treasury account which have been used by the Company in settlement of the SAR, will be included in the Company limit.
This limit will be calculated to exclude Ordinary Shares purchased in the market in Settlement of the SAR and Awards under the SAR
which have subsequently not been settled to the participant.
The Remuneration Committee must, where required, adjust the Company limit (without the prior approval of shareholders in a general
meeting), to take account of a sub-division or consolidation of the Ordinary Shares of the Company.
The maximum number of Ordinary Shares which may be settled to an individual under the share plans shall not exceed approximately
1% of the number of issued Ordinary Shares in issue at the date of Listing (following the implementation of the Offer and the Share
Repurchase).
The Remuneration Committee may, where required, adjust the individual limit to take account of a Capitalisation Issue, a special
distribution, a rights issue or reduction in capital of the Company.
The issue of Ordinary Shares as consideration for an acquisition, and the issue of Ordinary Shares for cash or a vendor consideration
placing will not be regarded as a circumstance that requires any adjustment to the Company or individual limit.
Awards under the SAR which are not subsequently settled to the participant, and Awards under the FSP which do not subsequently Vest
in a participant as a result of the forfeiture thereof, will revert back to the share plans for re-allocation.
The auditors, or other independent adviser acceptable to the JSE, shall confirm to the JSE in writing that any adjustment made to the
limits has been properly calculated on a reasonable and equitable basis, in accordance with the rules of the share plans and must be
reported on in the Company’s financial statements in the financial year during which the adjustment is made.
The issue of Ordinary Shares as consideration for an acquisition, and the issue of Ordinary Shares or a vendor consideration placing will
not be regarded as a circumstance that requires any adjustment to the Company limit and the individual limit.
Consideration
The participant will give no consideration for the Award, Exercise (in the case of SARs) or settlement of the Ordinary Shares.
Termination of employment
“Fault termination”
Participants terminating employment due to (i) resignation,(ii) dismissal on grounds of misconduct, proven poor performance, proven
dishonest behaviour or fraudulent conduct or conduct against the interests of the Group or its shareholders, or (iii) on the basis of
abscondment will be classified as “fault termination” and will forfeit all unvested Awards.
All unvested SARs/Awards of Forfeitable Shares will be forfeited in their entirety and will lapse immediately on the date of termination of
the employment participant.
“No-fault termination”
Participants terminating employment due to death, ill-health, disability, injury, retrenchment, retirement (except to the extent that is
constitutes bad leaver termination as set out above), or the sale of a subsidiary company will be classified as “no-fault termination” and
the following treatment will apply:
•

in terms of Forfeitable Shares, a portion of his unvested Award(s) shall Vest on the date of termination of employment. This portion
will reflect the number of months served since the Award date to the date of termination of employment over the total number of
months in the employment period and the extent to which the performance condition (if applicable) has been met. The remainder of
the Award will lapse.
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•

In terms of SARs:
–– for vested but unexercised SARs on the date of termination of employment, the participant may exercise such SARs within a
period of six months (in the case of termination by retrenchment or the employer company ceasing to be a member of the Group)
or 24 months (in the case of termination by death, retirement, ill-health, injury or disability) from the early vesting date to exercise
the SAR;
–– unvested SARs will vest proportionally. The portion which shall vest on date of termination of employment will reflect the number of
months served since the award date to the date of termination of employment over the total number of months in the employment
period, pro-rated to the extent to which the performance condition has been met with reference to the nearest financial year
results. The participant will have a period of six months (in the case of termination by retrenchment or the employer company
ceasing to be a member of the Group) and 24 months (in the case of termination by death, retirement, ill-health, injury or
disability) from early vesting date to exercise the SAR. The remainder of the award will lapse.

Change of Control
If an offer is made which if implemented, may directly result in a Change of Control; Ordinary Shares ceasing to be listed on the JSE; the
majority of operation of the Company being merged with those of another company or companies; and/or the share plans being
terminated, the Remuneration Committee has the discretion to determine that all or a portion of the Awards that have not Vested on the
date of the abovementioned events, may Vest on the date that the offer becomes unconditional.
In exercising their discretion, the Remuneration Committee may consider:
•

In respect of Bonus Shares and/or Restricted Shares, the number of complete months served since the Award date to the Change
of Control Date, over the total number of months in the employment period(s); and

•

In respect of Performance Shares (once implemented) and SARs, the number of complete months served since the Award Date to
the Change of Control Date, and whether and the extent to which the Performance Conditions have been satisfied with reference to
the immediately preceding financial year.

In the case of the SARs, the Remuneration Committee shall have the discretion to specify the date following such Vesting by when the
participants will be able to exercise SARs vested. To the extent that SARs are not exercised by this date, they will lapse.
The portion of the Award which does not Vest as a result of the Change of Control will lapse.
Awards will not Vest as a consequence of an internal reconstruction or similar event which is not a Change of Control as defined in the
rules of the share plans. In this case the Remuneration Committee shall make such adjustment to the number of Awards or convert
Awards into Awards in respect of Ordinary Shares in one or more of the other companies, provided the Participants are no worse off.
Variation of share capital
In the event of a variation in share capital such as a capitalisation issue, subdivision of Ordinary Shares, consolidation of Ordinary Shares
etc., participants shall continue to participate in the share plans. The Committee may make such adjustment to the Award or take such
other action to place participants in no worse a position than they were prior to the happening of the relevant event and to provide that
the fair value of the Award immediately after the event is materially the same as the fair value of the Award immediately before the event.
In the event of a Rights Issue, a participant shall be entitled to participate in any rights issue in respect of his Forfeitable Shares in
accordance with the terms and conditions of the Right Issue.
The issuing of Ordinary Shares as consideration for an acquisition, and the issuing of Ordinary Shares or a vendor consideration placing,
will not be regarded as a circumstance that requires any adjustment to the Awards.
Liquidation
If the Company is placed into liquidation, other than for purposes of reorganisation, any Awards of Forfeitable Shares or SARs shall ipso
facto lapse as from the Liquidation Date. Therefore, any unvested Forfeitable Shares, unvested SARs or vested and unexercised SARs
will lapse.
Amendment
The Remuneration Committee may alter or vary the rules of the share plans as it sees fit, however, in the following instances the share
plans may not be amended without the prior approval of the JSE and a resolution by the shareholders of 75% of the voting rights:
•

the category of persons who are eligible for participation in the share plans;

•

the number of Ordinary Shares which may be utilised for the purpose of the share plans;

•

the individual limitations on benefits or maximum entitlements;

•

the basis upon which Awards are made;

•

the amount payable upon the Award, Settlement or Vesting, Exercise (in the case of SARs) of an Award;

•

the voting, dividend, transfer and other rights attached to the Awards, including those arising on a liquidation of the Company;

•

the adjustment of Awards in the event of a variation of capital of the Company or a Change of Control of the Company; and

•

the procedure to be adopted in respect of the Vesting of Awards in the event of termination of employment.

General
The Rules of the FSP and the SAR are available for inspection from the date of this Pre-listing Statement to 14 November 2016 at the
Company’s registered office, being 23 Stag Road, Midrand, 1682.

74

Incorporation and Share Capital
Incorporation
The Company was incorporated and registered in South Africa on 18 March 2005 as a private limited liability company with the name
Cubenco 109 Proprietary Limited and with registration number 2005/009766/07. On 9 June 2005, the Company changed its name to
Dis‑Chem Pharmacies Proprietary Limited.
On 26 October 2016, the Company was converted from a private limited liability company to a public company with the name Dis‑Chem
Pharmacies Limited and with registration number 2005/009766/06. The shareholders may elect for the memorandum of incorporation to
come into effect from an earlier date, namely 5 October 2016, in which event, inter alia, the conversion of the Company to a public
company, the change of the Company’s name to Dis-Chem Pharmacies Limited and the subdivision of the share capital referred to below
will come into effect from that date, and the information in this section, and elsewhere in this Pre-Listing Statement should be read
accordingly.
The business of the Company and its principal activity is to conduct business as a pharmacy retailer and wholesaler. There have been
no changes to the trading objects of the Company or its Major Subsidiary during the previous five years. The registered address and
head office of the Company is 23 Stag Road, Midrand, 1682.
Reorganisation
In May 2012 the Company: (i) underwent a conversion of all of its authorised and issued ordinary par value shares to ordinary no par
value shares and (ii) increased the number of its authorised shares from 2,000,000 ordinary shares of no par value to 10,000,000 ordinary
shares of no par value.
Prior to implementation of the reorganisation described below, the shareholders of Dis‑Chem Distribution had an identical shareholding
in Dis‑Chem and wished to hold their investment in Dis‑Chem Distribution through Dis‑Chem after consolidating the businesses of the
two entities. Accordingly, in January 2016, the Group underwent a reorganisation (the “Reorganisation”) pursuant to which Dis‑Chem
acquired Dis‑Chem Distribution Proprietary Limited (“Dis‑Chem Distribution”) to form a consolidated group. The Reorganisation was
implemented by way of an asset for share agreement (the “Asset for Share Agreement”) between Dis‑Chem Distribution and Dis‑Chem
The Villa Shopping Centre Proprietary Limited (“Villa”), a wholly owned subsidiary of Dis‑Chem Distribution, and an amalgamation
transaction agreement (the “Amalgamation Agreement”) between Dis‑Chem Distribution and Dis‑Chem.
In terms of the Asset for Share Agreement, Dis‑Chem Distribution agreed to dispose of its business to Villa in exchange for 800 ordinary
shares in Villa. Thereafter, in accordance with the terms of the Amalgamation Agreement, Dis‑Chem Distribution agreed to dispose of the
1,000 ordinary shares it held in Villa (comprising the entire issued share capital of Villa) to Dis‑Chem in exchange for 4,084,187 ordinary
no par value shares in Dis‑Chem. In anticipation of its winding up, Dis‑Chem Distribution then distributed the shares held by it in
Dis‑Chem to the shareholders of Dis‑Chem Distribution, which shareholders held shares in Dis‑Chem in the same proportions as their
erstwhile shareholding in Dis‑Chem Distribution. Dis‑Chem Distribution was thereafter wound up and Villa changed its name to “Dis‑Chem
Distribution” and continued carrying on the business that had been carried by Dis‑Chem Distribution prior to the Reorganisation.
Pursuant to the imminent Listing of the Company on the stock exchange operated by the JSE, the Company underwent various corporate
changes described immediately below.
The authorised and issued share capital
The issued share capital of the Company at the Last Practicable Date is as follows (provided that if the new memorandum of incorporation
of the Company comes into effect earlier, the authorised and issued share capital of the Company will be as outlined in the second table
below):
10,000,000 ordinary no par value shares
5,422,806 ordinary no par value shares

Authorised share capital
Issued share capital
The issued share capital of the Company immediately prior to Listing will be as follows:
Authorised share capital
Issued share capital

1,500,000,000 ordinary no par value shares
813,420,900 ordinary no par value shares

The issued share capital of the Company on the date of Listing, presented on a pro forma basis, taking into account the issues of
Ordinary Shares described under “– Options or preferential rights in respect of Ordinary Shares” below, is expected to be as follows:
Authorised share capital
Issued share capital

1,500,000,000 ordinary no par value shares
up to 866,545,598 ordinary no par value shares

At the time of the Listing, the Company will not hold any Ordinary Shares as treasury shares.
The Offer Shares are fully paid and freely transferable.
Other than as set out below, there have been no consolidations or sub-divisions of the Ordinary Shares of the Company during the
preceding three years, save as described under “– Reorganisation”.
Description of Ordinary Shares
Set out in Annexure 12 to this Pre-listing Statement are extracts of the relevant provisions of the MOI, regarding:
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•
•
•
•
•

preferential conversion and/or exchange rights of any securities and variation rights;
voting rights of securities;
consents required for the variation of rights attaching to securities;
rights to dividends, profits or capital or any other rights of each class of securities; and
control over securities.

Alterations to share capital
Save as set out above under “– Reorganisation” above and the issues referred to below there have been no alterations to the share
capital of the Company which have occurred during the preceding three years.
On 14 November 2016 (or earlier, if the memorandum of incorporation comes into effect earlier), in terms of a shareholders resolution
passed on 30 September 2016, the Company will subdivide each of its ordinary no par value shares into 150 ordinary no par value shares
such that, following such conversion, the company’s authorised share capital will consist of 1,500,000,000 ordinary no par value shares.
Except as set out below, there were no issues, offers or repurchases of securities of the company or its Major Subsidiary or any subsidiary
where such issues or offers were material to the Company, during the past three years.
•

•

•

In June 2014, pursuant to an oral agreement between Melnique Proprietary Limited and Dis‑Chem (the terms of which were later
recorded in writing), 12,121 Ordinary Shares were issued to Melnique Proprietary Limited, a company in which the Chief Financial
Officer, Rui Morais has a beneficial interest.
In January 2016, pursuant to the Reorganisation described under “– Reorganisation” above, Dis‑Chem issued 4,084,187 Ordinary
Shares to Dis‑Chem Distribution, which shares were subsequently distributed to the shareholders of Dis‑Chem Distribution in
proportion to their shareholding in Dis‑Chem Distribution. Of the 4,084,187 Ordinary Shares distributed by Dis‑Chem Distribution,
2,797,588 Ordinary Shares were distributed to the Saltzman Family Trust, in which Ivan Saltzman and Lynnette Saltzman have a
beneficial interest, 436,681 Ordinary Shares were distributed to the Stanley Goetsch Family Trust in which Stanley Goetsch, a former
director of Dis‑Chem, has a beneficial interest, 404,335 Ordinary Shares were distributed to Business Venture Investments No.1651
Proprietary Limited (RF), in which Louis Lukas Stephanus van der Watt, a former director of Dis‑Chem, has a beneficial interest, and
218,341 Ordinary Shares were distributed to the Niall Hegarty Family Trust, in which Niall Hegarty, a former director of Dis‑Chem,
has a beneficial interest, with the remainder being distributed to the Company’s other minority shareholders in proportion to their
shareholding in the Company. The Saltzman Family Trust has subsequently transferred all of its Ordinary Shares in the Company to
its investment vehicle, Ivlyn Proprietary Limited. The Stanley Goetsch Family Trust has subsequently transferred all of its Ordinary
Shares in the Company to its investment vehicle, Stansh Proprietary Limited and the Niall Hergarty Family Trust has transferred all of
its Ordinary Shares in the Company to its investment vehicle, Niajul Proprietary Limited.
In September 2016, pursuant to the acquisition of the remainder of CJ Group, together with controlling interests in Pharmacy
Development Academy and Evening Star, described under “Key Factors Affecting Results of Operations —Acquisition and integration
of CJ Group” above, Dis‑Chem issued 126,498 Ordinary Shares to Minlou, the minority shareholder in CJ Group.

There have been no treasury shares within the last three years.
Contemporaneously with the Listing, the Company will repurchase in accordance with the terms of the Repurchase Agreement, from the
Repurchase Shareholders, 195,906,541 Ordinary Shares (assuming the Offer Price is set at the mid-point of the Offer Price Range and
the Repurchase Shareholders sell a sufficient number of Repurchase Shares to achieve a “free float” of 28.3% (after the issue of Ordinary
Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s partner stores and assuming that the Put
Option is not exercised)). For more details, see Annexure 11. On the date of Listing (but before the Listing), the Company will issue up
to 238,405,268 new Ordinary Shares to investors in the Offer.
Listing on other stock exchanges
There are no other classes of shares listed with regard to the Company, and no Ordinary Shares of the Company are listed on any stock
exchange, other than the JSE.
Options or preferential rights in respect of Ordinary Shares
Other than as set out in this Pre-listing Statement, the Company is not party to any contract or arrangement (or proposed contract or
arrangement), whereby an option or preferential right of any kind is (or is proposed to be) given to any person to subscribe for any shares
in the Company, save that on or shortly after Listing, Dis‑Chem will be required to issue Ordinary Shares to the value of approximately
R113,276,350 (R15,000,000 of which will only be issued post-Listing once the relevant competition approvals have been obtained) at the
Listing price to certain of the minority shareholders in various Dis‑Chem pharmacies which will become wholly owned by Dis‑Chem on
Listing. Such issue was approved by the shareholders of Dis‑Chem on 13 October 2016.
Options or preferential rights in respect of subsidiaries of the Company
Neither the Company’s Major Subsidiary nor any other subsidiaries (where the subscriptions described herein are material to the
Company) are party to any contract or arrangement (or proposed contract or arrangement), whereby an option or preferential right of any
kind is (or is proposed to be) given to any person to subscribe for any shares in any subsidiary.
Shareholding
Resolutions
On 13 October 2016, the following shareholder resolutions were, inter alia, passed: (i) an ordinary resolution of shareholders authorising
the issue of Ordinary Shares to the value of approximately R113,276,350 at the Listing price to certain of the minority shareholders in
various Dis‑Chem pharmacies which will become wholly owned by Dis‑Chem on Listing; (ii) an ordinary resolution granting a general
authority to the Board to issue up to 10% of the Company’s Ordinary Shares for cash until the next annual general meeting of the
Company; (iii) a special resolution granting a general authority to the Company to repurchase its Ordinary Shares until the next annual
general meeting of the Company; (iv) a special resolution authorising the Board of Dis‑Chem to provide financial assistance to persons
approved by the Board and/or other companies in the Dis‑Chem Group as contemplated in sections 44 and 45 of the South African
Companies Act; and (v) a special resolution approving the rules of, and share issuances under, the Company’s two share plans, namely
the Share Appreciation Rights Plan and the Forfeitable Share Plan.
On 20 October 2016, the following shareholder resolutions were, inter alia, passed: (i) a special resolution of shareholders authorising
the issue of the Offer Shares on Listing and (ii) a special resolution authorising the Share Repurchase.
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Controlling shareholders
At the Last Practicable Date and immediately prior to Listing, the following are the only persons known to the Company who directly or
indirectly, could exercise or do exercise control over the Company and hold the following proportions of voting capital.
Ivlyn Proprietary Limited(1)

66.9%

(1) Ivlyn Proprietary Limited is an entity owned by the Saltzman Family Trust in which Ivan Saltzman and Lynette Saltzman have a beneficial interest.

After implementation of the Offer and Listing and Share Repurchase (assuming an Offer Price at the mid-point of the Offer Price Range
and assuming the Put Option is not exercised), it is anticipated that Ivlyn Proprietary Limited will hold in the region of 50.5% of Dis‑Chem’s
issued Ordinary Shares.
There are no differences between the voting rights enjoyed by the shareholders described above and those enjoyed by any other holder
of Ordinary Shares in the Company.
There have been no changes in the controlling shareholders of the Company or its Major Subsidiary in the past five years, other than as
described under “– Reorganisation” and other than the Company acquiring a controlling shareholding in CJ Group in 2013, as set out
under “Business”.
For a description of the measures in place to ensure that the control exercised over the Company by the persons mentioned above is not
abused, please see “Management and Corporate Governance” and Annexure 11.
Major shareholders
As at the Last Practicable Date in so far as it is known to the Company, the name of each person, other than a Director, who holds voting
rights representing 5%. or more of the total voting rights in respect of the Company’s existing share capital, and the amount of such
person’s holding, is (and following Listing, the Offer and the Share Repurchase is expected to be) as follows:

Shareholders

As at Last Practicable Date
Number of
Percentage
Ordinary
of Issued
Shares
share capital

Immediately prior to Listing
Number of Percentage of
Ordinary
Issued share
Shares
capital

Upon Listing and after the Offer
and Share Repurchase
Number of Percentage of
Issued share
Ordinary
capital(1)
Shares(1)

Ivlyn Proprietary Limited(2)
Business Venture Investments
No. 1651 Proprietary Limited
(RF)
Stansh Proprietary Limited
Niajul Proprietary Limited

3,627,867

66.9%

544,180,050

66.9%

457,338,620

53.1%

524,335
566,281
283,141

9.7%
10.4%
5.2%

78,650,250
84,942,150
42,471,150

9.7%
10.4%
5.2%

–
71,386,898
35,693,512

–
8.3%
4.1%

Total

5,001,624

92.2%

750,243,600

92.2%

564,419,030

65.6%

(1) T
 he number of Ordinary Shares and percentage of issued share capital upon Listing and after the Offer and Share Repurchase are based on the following
assumptions; (i) that the Offer Price is set at the mid-point of the Offer Price Range; (ii) that the Repurchase Shareholders sell a sufficient number of Repurchase
Shares to achieve a “free float” of 28.3% (after the issue of Ordinary Shares in connection with the acquisition of non-controlling interests in certain Dis-Chem’s
partner stores); (iii) that the Company issues sufficient Offer Shares to raise gross proceeds of R750 million plus the amount of the Total Share Repurchase Price;
and (iv) that the Put Option is not exercised.
(2) Ivlyn Proprietary Limited is an entity owned by the Saltzman Family Trust in which Ivan Saltzman and Lynette Saltzman have a beneficial interest.

Save as disclosed above, the Directors are not aware of any holdings of voting rights which will represent five per cent or more of the
total voting rights in respect of the issued share capital of the Company following Listing.
Dis-Chem Shareholders Agreement
Dis-Chem currently has a standard shareholders’ agreement, which will be terminated with effect from 28 October 2016, prior to Listing
(the “Dis-Chem Shareholders Agreement”). There are standard terms set out in the Dis-Chem Shareholders’ Agreement relating to
shareholder funding as well as corporate governance with regard to board constitution and meetings (and voting at such meetings) of
the board and shareholders. A normal pre-emptive process in favour of all shareholders of Dis-Chem (pro rata to their respective
shareholding) is also set out in the Dis-Chem Shareholders’ Agreement which would need to be followed where any shareholder of DisChem wishes to dispose of its shareholding (including any part thereof). There are similar standard deemed offer provisions triggered by
the death, sequestration or liquidation of a shareholder, as well as standard come-along (and reciprocal tag-along) provisions triggered
by a potential disposal of 50% or more of the issued share capital of Dis-Chem. A standard dividend policy is also set out in the Dis-Chem
Shareholders’ Agreement. The rights of the Company’s shareholders on Listing, and following the termination of the Dis-Chem
Shareholders’ Agreement will be regulated by the Companies Act, the Company’s MOI and the JSE Listings Requirements. The
shareholders have agreed to waive any rights they have under the Shareholders’ Agreement in relation to the Offer, the Listing and the
Share Repurchase.
Repurchase Shareholders
The names of the Repurchase Shareholders are set out in Annexure 11.
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Particulars of the Offer
The Offer
The Offer comprises an offer by the Company for the subscription of up to 238,405,268 new Ordinary Shares. The Offer Shares will
represent approximately 27.5% of the issued Ordinary Shares of the Company on the Listing Date (after the issue of Ordinary Shares in
connection with the acquisition of non-controlling interests in certain of Dis-Chem’s partner stores).
The Offer is subject to a minimum subscription. The minimum gross sale and subscription which must be realised in terms of the Offer is
that which enables the Company to ensure that the Company has, once the Offer is completed, met the minimum liquidity free float
requirement as prescribed in the Listings Requirements and acceptable to the JSE, as referred to below. There is no minimum capital
requirement to be realised by the Offer. The Listing will not proceed if the minimum subscription is not achieved, and any acceptance of
the Offer shall not take effect and no person shall have any claim whatsoever against the Company, the Banks or any other person as a
result of the failure of any condition.
The Offer consists of:
•

an offering to (i) selected institutional investors in South Africa who fall within one of the specified categories listed in section 96(1)(a)
of the South African Companies Act and/or (ii) or selected persons, acting as principal, acquiring Offer Shares for a total acquisition
cost of R1,000,000 or more, as contemplated in section 96(1)(b) of the South African Companies Act, in each case to whom the Offer
will be specifically addressed, and be capable of acceptance only by;

•

an offering in the United States to persons who are reasonably believed to be “qualified institutional buyers” or “QIBs” (as defined
in Rule 144A) in reliance on Rule 144A or pursuant to another exemption from, or in transactions not subject to, the registration
requirements of the US Securities Act; and

•

an offering outside South Africa and the United States to selected institutional investors in reliance on Regulation S.

The Offer is not an invitation to the general public to subscribe for or purchase the Offer Shares in any jurisdiction.
The Company is offering such number of Offer Shares so as to raise gross proceeds of R750 million plus the amount of the Total Share
Repurchase Price. The Repurchase Shareholders are selling such number of Repurchase Shares pursuant to the Share Repurchase so
as to achieve a “free float” of 28.3% (after the issue of Ordinary Shares in connection with the acquisition of a non-controlling interest in
certain of Dis-Chem’s partner stores and assuming that the Put Option is not exercised).
Assuming the above, the number of Repurchase Shares to be acquired by the Company pursuant to the Share Repurchase will range
from 192,251,422 Repurchase Shares (assuming the Offer Price is set at the bottom of the Offer Price Range) to 198,839,661 Repurchase
Shares (assuming the Offer Price is set at the top of the Offer Price Range). See also “Share Repurchase and Share Capital on the Date
of Listing” below.
The Company, the Major Shareholder and the Banks have entered into a Placement Agreement in connection with the Offer subject to
certain conditions, including the execution and delivery of a placement memorandum setting forth, among other things, the size of the
Offer and the Offer Price, once the Offer Price has been determined, at which point the Placement Agreement becomes unconditional
and binding. The Offer is conditional on the Placement Agreement becoming unconditional, the Repurchase Agreement being entered
into and becoming unconditional, and the Listing, failing which the Offer and any acceptance thereof shall not take effect and no person
shall have any claim whatsoever against the Company, the Banks or any other person as a result of the failure of any condition.
JSE approval of the Listing is conditional on the Company achieving to the satisfaction of the JSE the liquidity free float requirement as
prescribed in the Listings Requirements. The Listings Requirements provide that a minimum of 20% of the Ordinary Shares must be held
by the public (as defined by the Listings Requirements) to ensure reasonable liquidity.
All Ordinary Shares (including any Offer Shares) that are in issue as at the date of this document and as at the Listing Date will rank pari
passu in all respects. There are no convertibility or redemption provisions relating to the Ordinary Shares.
Notwithstanding that this document constitutes a Pre-listing Statement, it is not an offer to the general public in any jurisdiction and only
constitutes an offer for the subscription and sale of the Offer Shares (a) in South Africa to (i) selected institutional investors in South Africa
who fall within one of the specified categories listed in section 96(1)(a) of the South African Companies Act and/or (ii) selected persons,
acting as principal, acquiring Offer Shares for a total acquisition cost of R1,000,000 or more, as contemplated in section 96(1)(b) of the
South African Companies Act, in each case to whom the Offer will be specifically addressed, and is capable of acceptance only by such
selected investors, and (b) to selected institutional investors in other jurisdictions to whom the Offer will specifically be addressed and is
only addressed to persons to whom it may lawfully be made. The distribution of this Pre-listing Statement and the making of the Offer may
be restricted by law. It is the responsibility of any person into whose possession this document comes to inform themselves about and
observe any such restrictions. Any failure to comply with any of those restrictions may constitute a violation of the laws of any such
jurisdiction. This document does not constitute an offer of, or an invitation to subscribe for or purchase, any of the Offer Shares in any
jurisdiction in which such offer, subscription or sale would be unlawful.
The Offer Shares have not been and will not be registered under the US Securities Act and, subject to certain exceptions, may not be
offered or sold within the United States.
The Offer Shares are being offered and sold outside of the United States in reliance on Regulation S. It is intended that the Placement
Agreement will provide that the Banks may, directly or through their respective US broker-dealer affiliates, arrange for the offer and resale
of Offer Shares within the United States only to QIBs in reliance on Rule 144A under the US Securities Act.
In addition, an offer or sale of Offer Shares may violate the registration requirements of the US Securities Act if such offer or sale is made
otherwise than in accordance with Rule 144A under the US Securities Act or pursuant to another exemption from, or otherwise in a
transaction not subject to, the registration requirements of the US Securities Act.
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In connection with the Offer, each of the Banks and any of their respective affiliates, acting as an investor for its own account, may take
up a portion of the Ordinary Shares in the Offer as a principal position and in that capacity may retain, purchase, sell, offer to sell or
otherwise deal for its own account such securities and any Ordinary Shares or related investments and may offer or sell such Ordinary
Shares or other investments otherwise than in connection with the Offer. Accordingly, references in the Pre-listing Statement to Offer
Shares being issued, offered, subscribed for, acquired, placed or otherwise dealt in should be read as including any offering or placement
of Offer Shares to any of the Banks or any of their respective affiliates acting in such capacity. In addition certain of the Banks or their
affiliates may enter into financing arrangements and swaps with investors in connection with which such Banks (or their affiliates) may
from time to time acquire, hold or dispose of Ordinary Shares. None of the Banks intend to disclose the extent of any such investment or
transactions otherwise than in accordance with any legal or regulatory obligation to do so.
Time and Date of the Opening and Closing of the Offer
The Offer opens at 09:00 on 28 October 2016 and is expected to close at 12:00 on 14 November 2016. Indications of interest for the
purposes of the bookbuilding process, referred to in “Particulars of the Offer – Offer Price”, will be received up until 12:00 on
14 November 2016. Any changes to these dates and times will be announced on SENS and published in the South African press.
Offer Price
It is estimated that the price for the Offer Shares will be between R16.25 and R20.25 per Offer Share. The Offer Price may, however, be
outside of this price range. The Offer Price will be exclusive of Securities Transfer Tax (“STT”) in terms of the South African Securities
Transfer Tax Act and will be payable in full in Rand without deduction or set off. STT will not be levied on the allotment and issuance of
Offer Shares by the Company; however, the Company will pay STT on the Share Repurchase, but will recover this from the Repurchase
Shareholders.
The Banks are seeking indications of interest from selected institutional investors to acquire the Offer Shares as part of a bookbuilding
process. Following this bookbuilding process, the Offer Price will be determined by the Company and the Repurchase Shareholders in
consultation with the Joint Global Co-ordinators and will be announced on SENS on 15 November 2016 and in the South African press
on 16 November 2016. Any change to these dates and times will be announced on SENS and published in the South African press.
Among the factors which may be considered by the Company and the Repurchase Shareholders in determining the Offer Price are
Dis‑Chem’s historical and expected results of operations, an assessment of the investment markets’ valuation of comparable companies,
the prevailing market conditions, the demand for the Offer Shares and the prices at which investors bid to acquire the Offer Shares during
the bookbuilding process and the desire to establish an orderly after market in the Ordinary Shares.
Share Repurchase and Share Capital on the Date of Listing
Contemporaneously with the issue of the Offer Shares, the Company intends to use a portion of the proceeds of the Offer to fund the
repurchase of 195,906,541 issued Shares in its capital (assuming the Offer Price is set at the mid-point of the Offer Price Range and the
Repurchase Shareholders sell a sufficient number of Repurchase Shares to achieve a “free float” of 28.3% (after the issue of Ordinary
Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s partner stores and assuming that the Put
Option is not exercised)). Such Shares, constituting 24.1% of the issued share capital of the Company (before the issue of the Offer
Shares), are the subject of the Repurchase Agreement entered into by the Company with the Repurchase Shareholders (the “Share
Repurchase”). Pursuant to the Repurchase Agreement, the Company will pay the Repurchase Shareholders R18.25 per Share (assuming
an Offer Price at the mid-point of the Offer Price Range), which will be partially settled in cash and partially settled by releasing each
Repurchase Shareholder from their obligation to a share of the expenses relating to the Listing. The Share Repurchase was approved by
the shareholders of the Company on 20 October 2016. The Board approved the Share Repurchase on 20 October 2016 after considering
the benefits to the Company of the Listing and the Offer and other factors, including legal and tax advice.
The table below sets out the details of the Share Repurchase. For information on the Repurchase Shareholders’ shareholdings upon
Listing after the Offer and Share Repurchase, see Annexure 11: “Repurchase Shareholders”.
As at Last Practicable Date
Immediately prior to Listing
Number of Percentage of
Number of Percentage of
Number of
Ordinary
Issued
Ordinary
Issued
Repurchase
Shareholders
Shares share capital
Shares share capital
Shares(1)
Ivlyn Proprietary Limited(2)
Business Venture Investments No. 1651 Proprietary
Limited (RF)
Stansh Proprietary Limited
Niajul Proprietary Limited
Minlou Holdings Proprietary Limited
Busdis Proprietary Limited
Kevlu Proprietary Limited
Sauta Proprietary Limited
Melnique Proprietary Limited

3,627,867

66.9%

544,180,050

66.9%

86,841,430

524,335
566,281
283,141
126,498
94,380
94,380
52,962
52,962

9.7%
10.4%
5.2%
2.3%
1.7%
1.7%
1.0%
1.0%

78,650,250
84,942,150
42,471,150
18,974,700
14,157,000
14,157,000
7,944,300
7,944,300

9.7%
10.4%
5.2%
2.3%
1.7%
1.7%
1.0%
1.0%

78,650,250
13,555,252
6,777,638
3,028,024
2,259,205
2,259,205
1,267,769
1,267,769

Total

5,422,806

100.0%

813,420,900

100.0%

195,906,541

(1) T
 he number of Repurchase Shares is based on the following assumptions: (i) that the Offer Price is set at the mid-point of the Offer Price Range; and (ii) that the
Repurchase Sharehlders sell a sufficient number of Repurchase Shares to achieve a “free float” of 28.3% (after the issue of Ordinary Shares in connection with the
acquisition of non-controlling interests in certain of Dis-Chem’s partner stores and assuming that the Put Option is not exercised).
(2) Ivlyn Property Limited is an entity owned by the Saltzman Family Trust in which Ivan Saltzman and Lynette Saltzman have a beneficial interest.

In February 2016, the National Treasury of South Africa in its 2016 Budget Review indicated that share subscription and repurchase
arrangements merit a review to determine if additional tax countermeasures are required – as at 20 October 2016 there have been no
actual or proposed legislative amendments or further announcements in this regards and the Company is not aware of any such
arrangements having received scrutiny by the tax authorities. However, such arrangements may be subject to such scrutiny in the future.
The Company has received external tax advice in connection with the Offer and Share Repurchase, which arrangements will be disclosed
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by the Repurchase Shareholders to the South African Revenue Service in accordance with the reporting requirements for such
transactions.
Participation in the Offer
A selected institutional investor wishing to participate in the Offer should contact any of the Banks prior to the cut-off time for providing
indications of interest referred to above in “Particulars of the Offer – Time and Date of the Opening and Closing of the Offer”. Applicants
will be required to complete the application form attached as an Appendix to this Pre-listing Statement and submit it to the address of
the relevant Bank as provided in the from.
Representation
Any person applying for or accepting an offer of Offer Shares shall be deemed to have represented to the Company and the Banks that
a copy of this document was specifically addressed and delivered to, and was in the possession of, such person, and that such person
will make payment of the Offer Price and implement the Offer in respect of such Applicant in accordance with its terms.
Any person applying for or accepting an offer of Offer Shares on behalf of another person shall be deemed to have represented to the
Company and the Banks that such person is duly authorised to do so and warrants that such person and the purchaser for whom such
person is acting as agent is duly authorised to do so in accordance with all applicable laws and such person guarantees the payment
of the Offer Price and that a copy of this document was specifically addressed and delivered to and was in the possession of the
purchaser for whom it is acting as agent. In South Africa, where any person applying for or accepting an offer of Offer Shares shall be
deemed to have represented to the Company and the Banks that they are (i) a person falling within the exemptions set out in sections
96(1)(a) or (ii) if (i) does not apply, that they are acting as principal, and the total acquisition costs to them of the Offer Shares acquired
pursuant to the Offer will be equal to or greater than R1,000,000 as contemplated in section 96(1)(b) of the South African Companies Act.
Allocation
The basis of allocation of the Offer Shares will be determined by the Company and the Repurchase Shareholders in consultation with the
Joint Global Co-ordinators. It is intended that notice of the allocations will be given on or before 16 November 2016. Applicants may
receive no Offer Shares or fewer than the number of Offer Shares applied for. Any dealing in Offer Shares prior to delivery of the Offer
Shares is at the risk of the Applicant.
Application, Payment and Delivery of Offer Shares
Applicants who wish to apply for Offer Shares must do so through their duly appointed CSDP or broker by the time stipulated in the
agreement governing their relationship with their CSDP or broker, as the case may be, but in no event later than the Pricing Date.
Each successful Applicant must, as soon as possible after being notified of an allocation of Offer Shares, forward to:
•

its CSDP, all information required by the Applicant’s CSDP and instruct its CSDP to pay, against delivery of the Applicant’s allocation
of Offer Shares, the aggregate price for such Offer Shares to the account designated by the Company. Such information and
instructions must be confirmed to the Applicant’s CSDP no later than 12:00, two business days (expected to be 16 November 2016)
prior to the Settlement Date; and

•

the Banks, details of its CSDP, the name of the account holder and number of Offer Shares and such other information as is required
by the Banks’ CSDP in order to effect delivery of the relevant Offer Shares. Such information must be confirmed to the Banks no later
than 12:00, two business days (expected to be 16 November 2016) prior to the Settlement Date.

By no later than 12:00 on 16 November 2016, each Applicant must place its funds with its CSDP or make other necessary arrangements
to enable its CSDP to make payment for the allocated Offer Shares on the Settlement Date, in accordance with each Applicant’s
agreement with its CSDP.
The Applicant’s CSDP must commit in the Strate system to the receipt of the Applicant’s allocation of Ordinary Shares against payment
by no later than 16:00 on 16 November 2016.
On the Settlement Date (which is expected to be 18 November 2016), the Applicant’s allocation of Offer Shares will be credited to the
Applicant’s CSDP or broker against payment during the Strate system settlement runs which occur throughout the day.
On 13 October 2016 and 20 October 2016 respectively, the shareholders of the Company passed a number of resolutions (details of
which are set out under “Incorporation and Share Capital – Shareholding – Resolutions”) required for the implementation of the Offer, the
Listing and the Share Repurchase.
Exchange Control Regulations
Capital (including currency and shares) is not freely transferable to and from South Africa and must be dealt with in terms of the
Exchange Control Regulations of the South African Reserve Bank as described more fully under “Exchange Control – Exchange Control
Limitations”. The Exchange Control Regulations also regulate the acquisition by former residents and non-residents of Offer Shares.
Applicants who are resident outside the Common Monetary Area should seek advice as to whether any governmental and/or other legal
consent is required and/or whether any other formality must be observed to enable an application for, or an acceptance of, the Offer.
Put Option and Stabilisation
In connection with the Offer, the Stabilisation Manager may, on behalf of each of the Banks, effect transactions with a view to supporting
the market price of the Offer Shares at a higher level than that which might otherwise prevail for a limited period after the Listing Date.
However, there is no obligation for the Stabilisation Manager to do so. Such stabilising action, if commenced, may be discontinued at
any time, provided that two business days’ notice is given to the JSE, but may under no circumstances continue beyond the 30th calendar
day after Listing.
In connection with the Offer, the Major Shareholder has granted the Stabilisation Manager, on behalf of each of the Banks, the Put Option
which is exercisable in whole or in part, upon notice by the Stabilisation Manager, on or before the end of the Stabilisation Period.
Pursuant to the Put Option, the Stabilisation Manager may require the Major Shareholder to purchase up to 31,096,339 Ordinary Shares
held by the Stabilisation Manager as a result of stabilisation transactions at the Offer Price, comprising up to approximately 13% of the
total number of Offer Shares. There is no assurance from the Major Shareholder or the Stabilisation Manager that the Put Option will or
will not be exercised or as to the extent that it will be used if it is exercised.
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Save as is required by the Listings Requirements, the Banks do not intend to disclose to the public the extent of any stabilising transactions
or the amount of any long or short position.
There is no intention to extend a preference on allotment to any particular company or group in the event of an over-subscription. As part
of the consideration for the acquisition of the non-controlling interests in nine of its partner stores, Dis‑Chem has agreed to pay R36 million
in cash and R113 million in Ordinary Shares on Listing as well as a deferred consideration payable over five years if certain performance
targets are met. See “Summary Consolidated Historical Financial Information – Pro forma statement of financial position as at 31 August
2016”.
Dematerialisation of the Offer Shares
The Offer Shares will be issued by the Company to successful Applicants in dematerialised form only (the “dematerialised shares”).
Accordingly, all successful Applicants must appoint a CSDP in terms of the South African Financial Markets Act, directly or through a
broker, to receive and hold the dematerialised shares on their behalf. Dematerialised shares are shares that have been dematerialised
(the process whereby physical share certificates are replaced with electronic records evidencing ownership of shares for the purpose
of the Strate system, as contemplated in the South African Financial Markets Act) and are “uncertificated securities” as defined in
section 1 of the South African Financial Markets Act. Should a shareholder require a physical share certificate for its Offer Shares
following the Listing it should contact its CSDP to obtain one. It is noted that there are risks associated with holding shares in certificated
form, including the risk of loss or tainted scrip, which are no longer covered by the JSE Guarantee Fund. All shareholders who elect to
convert their dematerialised shares into shares that have not been dematerialised (“certificated shares”) will have to dematerialise their
Ordinary Shares should they wish to trade them under the terms of Strate. Please see the paragraph below headed “Strate”.
Each successful Applicant’s duly appointed CSDP or broker will receive the dematerialised shares on its behalf against payment of the
Offer Price by such successful Applicant’s CSDP, which is expected to occur on 16 November 2016 during the Strate system settlement
runs.
Applicable Law
The Offer, applications, allocations and acceptances will be exclusively governed by the laws of South Africa and each Applicant will be
deemed, by applying for Offer Shares, to have consented and submitted to the non-exclusive jurisdiction of the courts of South Africa in
relation to all matters arising out of or in connection with the Offer.
Strate
Ordinary Shares may only be traded on the exchange operated by the JSE in electronic form as dematerialised shares and will be trading
for electronic settlement in terms of the Strate system immediately following the Listing.
The Strate system is a system of “paperless” transfer of securities. If investors have any doubt as to the mechanics of the Strate system
they should please consult their broker, CSDP or other appropriate adviser. Please also refer to the Strate website at http://www.strate.co.za.
Some of the principal features of the Strate system are as follows:
•

electronic records of ownership replace share certificates and the physical delivery of share certificates;

•

trades executed on the exchange operated by the JSE must be settled within three business days;

•

all investors owning dematerialised shares or wishing to trade their securities on the exchange operated by the JSE are required to
appoint either a broker or a CSDP to act on their behalf and to handle their settlement requirements; and

•

unless investors owning dematerialised shares specifically request their CSDP to register them as an “own name” shareholder (which
entails a fee), their CSDP’s or broker’s nominee company, holding shares on their behalf, will be the registered shareholder (member)
of the relevant company and not the investor. Subject to the agreement between the investor and the CSDP or broker (or the CSDP’s
or broker’s nominee company), generally in terms of the rules of Strate, the investor is entitled to instruct the CSDP or broker (or the
CSDP’s or broker’s nominee company), as to how it wishes to exercise the rights attaching to the shares and/or to attend and vote
at shareholders’ meetings.

Listing of Ordinary Shares on the exchange operated by the JSE
The JSE has conditionally approved the Listing of all the Ordinary Shares in the “Food and Drug Retailers” sector of the JSE lists under
the abbreviated name “Dis-Chem”, JSE code “DCP” and ISIN: “ZAE000227831”, subject to 20% shareholding by the public (as defined
in the Listings Requirements) being achieved. Should such conditions be fulfilled, the Listing is expected to be effective from the
commencement of trading on the exchange operated by the JSE on 18 November 2016.
Following the Listing, the Company expects to incur additional listed company related costs of approximately R12 million per annum.
Placement Agreement
The Company, the Major Shareholder and the Banks have entered into a Placement Agreement in connection with the Offer subject to
certain conditions, including the execution and delivery of a placement memorandum setting forth, among other things, the size of the
Offer and the Offer Price, once the Offer Price has been determined as described above in “Particulars of the Offer – Offer Price”. Upon
execution of the placement memorandum, the Company will, subject to the terms and conditions described in the Placement Agreement,
agree to issue and sell the Offer Shares (as the case may be), and the Banks will agree, severally, and not jointly and severally, to procure
purchasers for, or, failing that, to subscribe for and purchase themselves, the Offer Shares at the Offer Price in accordance with their
respective commitments under the Placement Agreement. If the placement memorandum is concluded, the several obligations of the
Banks to purchase and pay for the Offer Shares on the Listing Date will be subject to customary closing conditions. The commitments of
the respective Banks, if the placement memorandum is concluded and the Placement Agreement becomes unconditional, will be as
follows:
•

Goldman Sachs: 22.5% of the Offer Shares;

•

Investec: 40% of the Offer Shares;

•

Standard Bank: 22.5% of the Offer Shares; and

•

BofA Merrill Lynch: 15% of the Offer Shares.
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The following are the relevant details of the Banks:
Goldman Sachs International
Registration number:
Registered office:
Directors:

Investec Bank Limited
Registration number:
Registered office:
Directors:

Company Secretary:

2263951
Peterborough Court, 133 Fleet Street, London, EC4A 2BB, United Kingdom
Michael Sherwood
Richard Gnodde
Robin Vince
José Barroso
Brian Griffiths
Claes Dahlbäck
Anthony Grabiner
1969/004763/06
100 Grayston Drive, Sandown, Sandton, 2196, South Africa
F Titi (Chairman)
DM Lawrence* (Deputy Chairman)
RJ Wainwright* (Chief Executive Officer)
S Koseff* (Group Chief Executive Officer)
B Kantor* (Group Managing Director)
GR Burger* (Group Risk and Finance Director)
N Samujh* (Group Chief Financial Officer)
B Tapnack*
SE Abrahams
ZBM Bassa
D Friedland
KL Shuenyane
PRS Thomas
* Executive
N van Wyk

The Standard Bank of South Africa Limited
Registration number:
1962/000738/06
Registered office:
3rd Floor, East Entrance, 30 Baker Street, Rosebank, 2196, Johannesburg, South Africa
Directors:
TMF Phaswana
TS Gcabashe
SK Tshabalala
Dr A Daehnke*
RMW Dunne
BJ Kruger
Adv KD Moroka
AC Parker
Dr ML Oduo-Otieno
ANA Peterside CON
MJD Ruck
PD Sullivan
BS Tshabalala
EM Woods
*Executive
Company secretary:
Z Stephen
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Merrill Lynch International
Registration number:
Registered office:

Directors:

2312079
2 King Edward Street
London, EC1A 1HQ
United Kingdom
Julien Yves Bahurel
Malcolm Phillip Basing
Susan Schmidt Bies
Martin Butler
John Anthony Gollan
Claire Aimie Clara Ighodaro
Bernard Amponsah Mensah
Janusz Stanislaw Przewozniak
Jennifer Mary Taylor
Alexander Sacheverell Wilmot-Sitwell
Sanaz Zaimi

Pursuant to the Placement Agreement, the Joint Global Co-ordinators as the representatives of the Banks have the right to terminate the
Placement Agreement under specified circumstances, acting jointly and in good faith after consultation with the Company and the Major
Shareholder, to the extent reasonably practicable, at any time after conclusion of the Placement Agreement but before the Settlement
Date.
Pursuant to the Placement Agreement, the Company will pay the Banks a base fee of 1.8% of the gross proceeds of the Offer. In addition
to the above fee, the Company, may decide to pay to the Banks an additional discretionary incentive fee of 0.9% of the gross proceeds
of the Offer, as determined by the Company no later than the Pricing Date.
Prior to the Offer, there has been no public market for the Offer Shares and no assurances can be given that an active trading market will
develop or that the Offer Shares will trade at or above the Offer Price. The Offer Price will be determined as described in “Particulars of
the Offer – Offer Price”.
From time to time, in the ordinary course of their respective businesses, the Banks and their affiliates have, and may in the future be,
engaged in commercial or investment banking transactions with the Company and the Repurchase Shareholders.
No promoter, Director or officer of the Company has any material beneficial interest, direct or indirect, in any of the Banks.
Lock-up arrangements
The Company is subject to certain lock-up arrangements pursuant to the Placement Agreement and the Repurchase Shareholders (save
for Business Venture Investments No. 1651 Proprietary Limited (RF), which will dispose of all its shares in the Company under the Share
Repurchase) and the Executive Directors and certain members of Senior Management (some of whom hold their ordinary Shares through
a Repurchase Shareholder) are subject to certain lock-up arrangements pursuant to separate lock-up agreements under which they
have agreed not to issue, sell or otherwise dispose of any Ordinary Shares or any securities substantially similar to the Ordinary Shares
(as the case may be) for a specified period after the date of Listing, subject to certain exceptions, without the consent of the Joint Global
Co-ordinators (for themselves and on behalf of the Banks). In the case of the Company, these limitations will apply for a period of 180
days after the date of Listing. In the case of the Repurchase Shareholders (save for Business Venture Investments No. 1651 Proprietary
Limited (RF)), the Directors and members of Senior Management, these limitations will apply for a period of 365 days after the date of
Listing.
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Selling and Transfer Restrictions
The distribution of this document and the offer for subscription and offer for sale of Offer Shares in certain jurisdictions may be restricted
by law and therefore persons into whose possession this document comes should inform themselves about and observe any such
restrictions, including those in the paragraphs that follow. Any failure to comply with these restrictions may constitute a violation of the
securities laws of any such jurisdiction. No action has been taken or will be taken in any jurisdiction that would permit a public offering
or sale of the Offer Shares, or possession or distribution of this document or any other offering or publicity material relating to the Offer
Shares, in any country or jurisdiction where action for that purpose is required.
None of the Offer Shares may be offered for subscription, sale or purchase or be delivered, or be subscribed, sold or delivered, and this
document and any other offering material in relation to the Offer Shares may not be circulated, in any jurisdiction where to do so would
breach any securities laws or regulations of any such jurisdiction or give rise to an obligation to obtain any consent, approval or
permission, or to make any application, filing or registration.
Australia
This document and the Offer is only made available in Australia to persons to whom a disclosure document is not required to be given
under Chapter 6D of the Australian Corporations Act, 2001 (Cth) (“Australian Corporations Act”). This document is not a prospectus,
product disclosure statement or any other form of formal ‘‘disclosure document’’ for the purposes of the Australian Corporations Act, and
is not required to, and does not, contain all the information which would be required in a disclosure document under the Australian
Corporations Act. If you are in Australia, this offering memorandum is made available to you provided you are a person to whom an offer
of securities can be made without a disclosure document such as a professional investor or sophisticated investor for the purposes of
Chapter 6D of the Australian Corporations Act.
This document has not been and will not be lodged or registered with the Australian Securities and Investments Commission or Australian
Stock Exchange or any other regulatory body or agency in Australia.
The persons referred to in this document may not hold Australian financial services licences and may not be licenced to provide financial
product advice in relation to the securities. No “cooling-off” regime will apply to an acquisition of any interest in the Company.
Any securities issued upon acceptance of the Offer may not be offered for sale or transferred to any person located in, or a resident of,
Australia for a period of at least 12 months after the issue, except in circumstances where the person is a person to whom a disclosure
document is not required to be given under Chapter 6D of the Australian Corporations Act. Accordingly, each investor acknowledges
these restrictions and, by applying for the securities under this document, gives an undertaking not to sell these securities (except in the
circumstances referred to above) for 12 months after their issue.
Canada
The Offer Shares have not been, and will not be, qualified for sale under the securities laws of Canada or any province or territory thereof.
Any offer, distribution, sale or delivery of Offer Shares and any distribution or delivery of any offering material relating to the Offer Shares,
directly or indirectly, in Canada, or to, or for the benefit of, any resident thereof, shall be made in compliance with all applicable securities
laws, regulations, rules, instruments, rulings and orders of Canada and of any province or territory thereof.
Any resale of the Offer Shares in Canada must be made in compliance with all applicable securities laws, regulations, rules, instruments,
rulings and orders of Canada and of any province or territory thereof, which will vary depending on the relevant jurisdiction and which
may require resales to be made in accordance with prospectus and registration requirements, statutory exemptions from the prospectus
and registration requirements or under a discretionary exemption from the prospectus and registration requirements. These resale
restrictions may under certain circumstances apply to resales of the Offer Shares outside Canada. Canadian purchasers are advised to
seek legal advice prior to any resale of the Offer Shares, both within and outside Canada.
European Economic Area
In relation to each member state of the EEA which has implemented the Prospectus Directive (each, a “Relevant Member State”), no Offer
Shares have been offered or will be offered pursuant to the Offer to the public in that Relevant Member State prior to the publication of a
prospectus in relation to the Offer Shares which has been approved by the competent authority in that Relevant Member State or, where
appropriate, approved in another Relevant Member State and notified to the competent authority in that Relevant Member State, all in
accordance with the Prospectus Directive, except that offers of Offer Shares may be made to the public in that Relevant Member State
at any time under the following exemptions under the Prospectus Directive, if they have been implemented in that Relevant Member
State:
(a)

to any legal entity which is a qualified investor as defined under the Prospectus Directive;

(b)

to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus Directive) subject to obtaining
the prior consent of the Joint Global Co-ordinators for any such offer; or

(c)

in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Offer Shares shall result in a requirement for the publication of a prospectus pursuant to Article 3 of the
Prospectus Directive or any measure implementing the Prospectus Directive in a Relevant Member State.
For the purposes of this provision, the expression an “offer to the public” in relation to any Offer Shares in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the Offer and any Offer Shares to be
offered so as to enable an investor to decide to subscribe for or purchase any Offer Shares, as the same may be varied for that Relevant
Member State by any measure implementing the Prospectus Directive in that Relevant Member State. The expression “Prospectus
Directive” means Directive 2003/71/EC (as amended, including Directive 2010/73/EU, to the extent implemented in each Relevant
Member State), and includes any relevant implementing measure in each Relevant Member State.
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In the case of any Offer Shares being offered to a financial intermediary as that term is used in Article 3(2) of the Prospectus Directive,
such financial intermediary will also be deemed to have represented, warranted and agreed to and with the Banks and the Company that
the Offer Shares acquired by it have not been acquired on behalf of, nor have they been acquired with a view to their offer or resale to,
persons in any Relevant Member State other than qualified investors, or in circumstances in which the prior consent of the Banks has
been obtained to each such proposed offer or resale. The Company and the Banks and each of their respective affiliates and others will
rely upon the truth and accuracy of the foregoing representation, warranty, acknowledgment and agreement. Notwithstanding the above,
a person who is not a qualified investor and who has notified the Banks of such fact in writing may, with the consent of the Banks, be
permitted to subscribe for or purchase Offer Shares.
Japan
The Offer Shares have not been and will not be registered under the Financial Instruments and Exchange Act of Japan (Act No. 25 of
1948, as amended; the “FIEA”). Accordingly, Offer Shares may not be offered or sold, directly or indirectly, in Japan or to, or for the
benefit of, any resident in Japan (as defined under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and Foreign Trade Act (Act
No. 228 of 1949, as amended)), or to others for re-offering or re-sale, directly or indirectly, in Japan or to, or for the benefit of any resident
of Japan, except pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the FIEA and any
other applicable laws, regulations and ministerial guidelines of Japan.
South Africa
In South Africa, the Offer will only be made by way of private placement to, and be capable of acceptance by, persons falling within the
exemptions set out in section 96(1)(a) or section 96(1)(b) of the South African Companies Act and to whom the Offer will be specifically
addressed and will only be capable of acceptance by such addressees (“Qualifying Investors”) and this Pre-listing Statement is only
being made available to such Qualifying Investors. The Offer and the Pre-listing Statement do not constitute an offer for the sale of or
subscription for, or the solicitation of an offer to buy and to subscribe for, shares to the public as defined in the South African Companies
Act and will not be made or distributed, as applicable, to any person in South Africa in any manner which could be construed as an offer
to the public in terms of the South African Companies Act. Should any person who is not a Qualifying Investor receive this Pre-listing
Statement they should not and will not be entitled to acquire any Offer Shares or otherwise act thereon. This Pre-listing Statement does
not, nor is it intended to, constitute a prospectus prepared and registered under the South African Companies Act.
The information contained in this Pre-listing Statement constitutes factual information as contemplated in section 1(3)(a) of the South
African Financial Advisory and Intermediary Services Act, 37 of 2002 (as amended) and should not be construed as an express or
implied recommendation, guidance or proposal that any particular transaction in respect of the Offer Shares is appropriate to the
particular investment objectives, financial situations or needs of a prospective investor, and nothing in this Pre-listing Statement should
be construed as constituting the canvassing for, or marketing or advertising of, financial services in South Africa.
United Kingdom
This Pre-listing Statement is only being distributed to and is only directed at: (i) persons who are outside the United Kingdom, or (ii) to
investment professionals falling within Article 19(5) of the Financial Services and Markets Act, 2000 (Financial Promotion) Order 2005 (the
“Order”) or (iii) high net-worth entities falling within Articles 49(2)(a) to (d) of the Order, and other persons to whom it may lawfully be
communicated (all such persons together being referred to as “relevant persons”). This document is directed only at relevant persons
and must not be acted on, or relied on, by persons who are not relevant persons. Any investment or investment activity to which this
document relates is available only to relevant persons and will be engaged in only with relevant persons.
Switzerland
The Offer Shares may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (“SIX”) or on any other stock
exchange or regulated trading facility in Switzerland. This Pre-listing Statement has been prepared without regard to the disclosure
standards for issuance prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing
prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any other stock exchange or regulated trading facility in
Switzerland.
Neither this Pre-listing Statement nor any other offering or marketing material relating to the Offer Shares or the offering may be publicly
distributed or otherwise made publicly available in Switzerland. Neither this Pre-listing Statement nor any other offering or marketing
material relating to the Offer, the Company or the Offer Shares have been or will be filed with or approved by any Swiss regulatory
authority. In particular, this Pre-listing Statement will not be filed with, and the offer of Ordinary Shares will not be supervised by, the Swiss
Financial Market Supervisory Authority FINMA (‘‘FINMA’’), and the offer of Ordinary Shares has not been and will not be authorised under
the Swiss Federal Act on Collective Investment Schemes (‘‘CISA’’). The investor protection afforded to acquirers of interests in collective
investment schemes under the CISA does not extend to acquirers of Offer Shares.
Dubai International Financial Centre (‘‘DIFC’’)
This Pre-listing Statement relates to an Exempt Offer in accordance with the Offered Securities Rules of the Dubai Financial Services
Authority (‘‘DFSA’’). This Pre-listing Statement is intended for distribution only to persons of a type specified in the Offered Securities
Rules of the DFSA. It must not be delivered to, or relied on by, any other person. The DFSA has no responsibility for reviewing or verifying
any documents in connection with Exempt Offers. The DFSA has not approved this Pre-listing Statement nor taken steps to verify the
information set forth herein and has no responsibility for the Pre-listing Statement. The shares to which this Pre-listing Statement relates
may be illiquid and/or subject to restrictions on their resale. Prospective purchasers and subscribers of the shares offered should
conduct their own due diligence on the shares. If you do not understand the contents of this Pre-listing Statement you should consult an
authorised financial adviser. In relation to its use in the DIFC, this Pre-listing Statement is strictly private and confidential and is being
distributed to a limited number of investors and must not be provided to any person other than the original recipient, and may not be
reproduced or used for any other purpose. The interests in the Offer Shares may not be offered or sold directly or indirectly to the public
in the DIFC.
United States of America
The Offer Shares have not been and will not be registered under the US Securities Act, or qualified for sale under the laws of any state
or other jurisdiction of the United States. The Offer Shares may not be offered, sold, pledged, taken up, exercised, resold, transferred or
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delivered directly or indirectly in the United States (as defined in Regulation S) absent registration or pursuant to an exemption from or in
a transaction not subject to, the registration requirements of the US Securities Act. The Offer Shares will be offered and sold in the United
States only to QIBs in reliance on Rule 144A or pursuant to another exemption from, or in a transaction not subject to, the registration
requirements of the US Securities Act and outside the United States in offshore transactions in reliance on Regulation S.
Any offer or sale of the Offer Shares in the United States in reliance on Rule 144A or pursuant to another exemption from the registration
requirements of the US Securities Act will be made by broker-dealers who are registered as such under the US Exchange Act.
Until the expiration of 40 days after the later of the commencement of the Offer and the original issue or sale date of the Offer Shares
offered in the Offer, an offer, sale or transfer of the shares within the United States by a dealer may violate the registration requirements
of the US Securities Act if such offer or sale is made otherwise than pursuant to an exemption from registration under the US Securities
Act.
Subscribers or purchasers outside the United States
Each subscriber or purchaser of the Offer Shares outside the United States pursuant to Regulation S will be deemed, by its acceptance
of delivery of this document, to have represented and agreed, on its behalf and on behalf of any investor accounts for which it is
subscribing for or purchasing the shares, that none of the Company or any of the Company’s affiliates nor the Banks, nor any person
representing the Company, any of its affiliates or the Banks, has made any representation to it with respect to the offering or sale of any
shares, other than the information contained in this document, which document has been delivered to it and upon which it is solely relying
in making its investment decision with respect to the Offer Shares, has had access to such financial and other information concerning
the Company and the Offer Shares as it has deemed necessary in connection with its decision to subscribe for or purchase any of the
Offer Shares, and that:
•

the subscriber or purchaser understands and acknowledges that the Offer Shares have not been and will not be registered under
the US Securities Act, or with any securities regulatory authority of any state or other jurisdiction of the United States, and may not be
offered, sold or otherwise transferred except in compliance with the registration requirements of the US Securities Act or any other
applicable securities law or pursuant to an exemption therefrom or in any transaction not subject thereto;

•

the subscriber or purchaser and the person, if any, for whose account or benefit the subscriber or purchaser is acquiring the Offer
Shares in an ‘‘offshore transaction’’ meeting the requirements of Regulation S and is located outside the United States at the time
the buy order for the Offer Shares was originated and has not purchased the Offer Shares for the benefit of any person in the United
States or entered into any arrangement for the transfer of the Offer Shares to any person in the United States;

•

the subscriber or purchaser is not an affiliate of the Company or a person acting on behalf of such affiliate; and it is not in the
business of buying and selling securities or, if it is in such business, it did not acquire the Offer Shares from the Company or an
affiliate thereof in the initial distribution of the Offer Shares;

•

the subscriber or purchaser is aware of the restrictions on the Offer and sale of the Offer Shares pursuant to Regulation S described
in this document;

•

the Offer Shares have not been offered to it by means of any ‘‘directed selling efforts’’ as defined in Regulation S or as the result of a
general solicitation as defined in Regulation D; and

•

the Company shall not recognise any offer, sale, pledge or other transfer of the Offer Shares made other than in compliance with the
above-stated restrictions. Each subscriber or purchaser acknowledges that the Company and the Banks will rely upon the truth and
accuracy of the foregoing acknowledgements, representations and agreements, and agrees that if any of the acknowledgements,
representations, warranties or agreements deemed to have been made by such subscriber or purchaser by its subscription for
or purchase of shares are no longer accurate, it shall promptly notify the Company and the Banks; if they are acquiring any Offer
Shares as a fiduciary or agent for one or more investor accounts, each subscriber or purchaser represents that they have sole
investment discretion with respect to each such account and full power to make the foregoing acknowledgements, representations
and agreements on behalf of each such account.

Terms defined in Regulation S shall have the same meaning when used in the foregoing paragraph.
Subscribers or Purchasers in the United States
Each subscriber or purchaser of the Offer Shares within the United States pursuant to Rule 144A or an exemption from, or in a transaction
not subject to, the registration requirements of the US Securities Act will be deemed by its acceptance of delivery of this document to
have represented and agreed on its behalf and on behalf of any investor accounts for which it is subscribing for or purchasing the shares,
that none of the Company or any of the Company’s affiliates nor the Banks, nor any person representing the Company, any of its affiliates
or the Banks, has made any representation to it with respect to the offering or sale of any shares, other than the information contained in
this document, which document has been delivered to it and upon which it is solely relying in making its investment decision with respect
to the Offer Shares, has had access to such financial and other information concerning the Company and the Offer Shares as it has
deemed necessary in connection with its decision to purchase any of the Offer Shares, and that:
•

the subscriber or purchaser is aware that the Offer Shares are being offered in the United States in a transaction not involving any
public offering in the United States within the meaning of the US Securities Act and acknowledges that the Offer Shares have not
been and will not be registered under the US Securities Act or with any securities regulatory authority of any state or other jurisdiction
of the United States and are subject to restrictions on transfer;

•

the subscriber or purchaser (i) is a QIB; (ii) is aware that the sale to it is being made in reliance on Rule 144A or pursuant to another
exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act; and (iii) is acquiring such
Offer Shares for its own account or for the account of a QIB, in each case for investment and not with a view to, or for offer or sale in
connection with, any resale or distribution of the Offer Shares in violation of the US Securities Act or any state securities laws;

•

if, in the future, the subscriber or purchaser decides to offer, resell, pledge or otherwise transfer such Offer Shares, such Offer Shares
may be offered, sold, pledged or otherwise transferred only (i) to a person whom the beneficial owner and/or any person acting on its
behalf reasonably believes is a QIB in a transaction meeting the requirements of Rule 144A, (ii) in accordance with Regulation S,
(iii) in accordance with Rule 144 (if available), in each case in accordance with any applicable securities laws of any state of the
United States or any other jurisdiction or (iv) in another transaction exempt from or not subject to the registration requirements of the
US Securities Act;
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•

the Offer Shares have not been offered to it by means of any “general solicitation” or “general advertising” within the meaning of
Regulation D under the US Securities Act;

•

the Offer Shares are “restricted securities” within the meaning of Rule 144(a)(3) and no representation is made as to the availability
of the exemption provided by Rule 144 for re-sales of any Offer Shares;

•

the subscriber or purchaser will not deposit or cause to be deposited such Offer Shares into any unrestricted depositary receipt
facility established or maintained by a depositary bank, so long as such Offer Shares are “restricted securities” within the meaning
of Rule 144(a)(3); and

•

the Company shall not recognise any offer, sale, pledge or other transfer of the Offer Shares made other than in compliance with the
above-stated restrictions. Each subscriber or purchaser acknowledges that the Company and the Banks will rely upon the truth and
accuracy of the foregoing acknowledgements, representations and agreements, and agrees that if any of the acknowledgements,
representations, warranties or agreements deemed to have been made by such subscriber or purchaser by its subscription for
or purchase of shares are no longer accurate, it shall promptly notify the Company and the Banks; if they are acquiring any Offer
Shares as a fiduciary or agent for one or more investor accounts, each subscriber or purchaser represents that they have sole
investment discretion with respect to each such account and full power to make the foregoing acknowledgements, representations
and agreements on behalf of each such account.

Terms defined in Rule 144A shall have the same meaning when used in the foregoing provisions.
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Exchange Rates and Exchange Control
Exchange Rates
Rand – Sterling Exchange Rate
The following table sets forth, for the periods indicated, the Bloomberg Composite Rate expressed as Rands per £1.00. The Bloomberg
Composite Rate is a “best market” calculation. At any point in time, the bid rate is equal to the highest bid rate of all contributing bank
indications. The ask rate is set to the lowest ask rate offered by these banks. The Bloomberg Composite Rate is a mid-value rate between
the applied highest bid rate and the lowest ask rate. The rates set forth below are provided solely for convenience and were not used by
Dis‑Chem in the preparation of the Historical Financial Information included elsewhere in this document nor in the presentation of any of
the other figures in this document. No representation is made that such Rand amounts could have been, or could be, converted into
pound sterling at that rate or at any other rate.
Year
Rands per £1.00
2011
2012
2013
2014
2015
Month
Rands per £1.00
January 2016
February 2016
March 2016
April 2016
May 2016
June 2016
July 2016
August 2016
September 2016
October 2016 (through 21 October 2016)

Period-end

Average

High

Low

12.5724
13.7387
17.3736
18.0181
22.8045

11.6394
13.0158
15.1101
17.8638
19.5343

13.3352
14.2820
17.3736
18.7469
24.1946

10.2655
11.8023
13.3431
17.1459
17.0946

Period-end

Average

High

Low

22.6285
22.0019
21.1483
20.8430
22.7606
19.4928
18.3832
19.3337
17.8030
17.1413

23.5162
22.5663
21.9175
20.9077
22.2421
21.3796
18.9351
18.0720
18.4512
17.3030

24.6411
23.5029
22.5375
21.4803
23.2768
22.5431
19.3922
19.3337
19.3716
17.5764

22.6285
21.3278
21.1483
20.4484
20.8430
19.4928
18.3832
17.1505
17.5242
16.9808

Rand – Euro Exchange Rate
The following table sets forth, for the periods indicated, the Bloomberg Composite Rate expressed as Rands per €1.00. The Bloomberg
Composite Rate is a “best market” calculation. At any point in time, the bid rate is equal to the highest bid rate of all contributing bank
indications. The ask rate is set to the lowest ask rate offered by these banks. The Bloomberg Composite Rate is a mid-value rate between
the applied highest bid rate and the lowest ask rate. The rates set forth below are provided solely for convenience and were not used by
Dis‑Chem in the preparation of the Historical Financial Information included elsewhere in this document nor in the presentation of any of
the other figures in this document. No representation is made that such Rand amounts could have been, or could be, converted into euro
at that rate or at any other rate.
Year
Rands per €1.00
2011
2012
2013
2014
2015
Month
Rands per €1.00
January 2016
February 2016
March 2016
April 2016
May 2016
June 2016
July 2016
August 2016
September 2016
October 2016 (through 21 October 2016)
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Period-end

Average

High

Low

10.4734
11.1568
14.4196
13.9972
16.8059

10.0974
10.5529
12.8259
14.4017
14.1780

11.4608
11.5961
14.4694
15.4667
17.4608

8.7833
9.8486
11.1293
13.5624
12.7177

Period-end

Average

High

Low

17.2489
17.2003
16.7248
16.2958
17.4663
16.2692
15.5036
16.4172
15.4147
15.2339

17.7299
17.5109
17.1252
16.5649
17.3040
16.9077
15.9343
15.4550
15.7548
15.4498

18.4328
18.1633
17.6931
17.3553
17.8471
17.4618
16.3612
16.4172
16.4183
15.9048

16.7838
16.7339
16.7248
16.1013
16.2958
16.2692
15.5036
14.8739
15.0983
15.1670

Rand – US Dollar Exchange Rate
The following table sets forth, for the periods indicated, the Bloomberg Composite Rate expressed as Rands per $1.00. The Bloomberg
Composite Rate is a “best market” calculation. At any point in time, the bid rate is equal to the highest bid rate of all contributing bank
indications. The ask rate is set to the lowest ask rate offered by these banks. The Bloomberg Composite Rate is a mid-value rate between
the applied highest bid rate and the lowest ask rate. The rates set forth below are provided solely for convenience and were not used by
Dis‑Chem in the preparation of the Historical Financial Information included elsewhere in this document nor in the presentation of any of
the other figures in this document. No representation is made that such Rand amounts could have been, or could be, converted into US
dollars at that rate or at any other rate.
Year
Rands per $1.00
2011
2012
2013
2014
2015
Month
Rands per $1.00
January 2016
February 2016
March 2016
April 2016
May 2016
June 2016
July 2016
August 2016
September 2016
October 2016 (through 21 October 2016)

Period End

Average

High

Low

8.0796
8.4575
10.4925
11.5658
15.4765

7.2642
8.2103
9.6500
10.8498
12.7801

8.5898
8.9530
10.5239
11.7579
15.8933

6.5681
7.4400
8.4580
10.2914
11.2709

Period End

Average

High

Low

15.9083
15.8158
14.6915
14.2506
15.6809
14.6895
13.8984
14.7121
13.7324
13.8684

16.3257
15.7773
15.3809
14.6062
15.3028
15.0462
14.4063
13.7916
14.0515
13.9557

16.9238
16.2368
15.9532
15.2295
15.9223
15.6330
14.7584
14.7121
14.6623
14.3673

15.4754
15.1750
14.6915
14.2185
14.2506
14.4683
13.8984
13.2791
13.4570
13.6030

Exchange Controls
The following is a general summary of the South African exchange control implications relevant to: (i) the business of Dis‑Chem; and (ii)
the Offer. The summary is intended as a guide only and is therefore not comprehensive. Investors should at all relevant times consult their
professional advisers to determine the exchange control implications for them in relation to the Offer, given their facts and circumstances.
Applicable legislation; delegation of powers; authorised dealers
Exchange controls are imposed on South African residents, such as Dis‑Chem’s South African subsidiaries and local investors, in terms
of the Exchange Control Regulations, 1961, as amended, issued in terms of section 9 of the South African Currency and Exchanges Act,
1933 (the “Regulations”). The Financial Surveillance Department (the “FSD”) of the South African Reserve Bank (the “SARB”) is
responsible for the day-to-day administration of the exchange control rules. The FSD has a wide discretion which discretion is, however,
not exercised arbitrarily but is based upon a set of norms, and is subject to the policy guidelines laid down by the Minister of Finance,
Director General Finance, and the SARB.
From time to time, the FSD issues rulings, manuals and circulars to provide further guidelines regarding the implementation of exchange
controls. The FSD published, amongst other documents, the Currency and Exchanges Manual for Authorised Dealers on 29 July 2016
(the “Manual”), which replaced any previous rulings with effect from August 2016 The Regulations, Manual and circulars are collectively
referred to as “Excon Rules” for purpose of this document.
Certain South African banks have been appointed to act as authorised dealers (as defined by the Excon Rules) (“Authorised Dealers”)
in foreign exchange. Authorised Dealers may buy and sell foreign exchange, subject to conditions and within limits prescribed by the
FSD.
The Authorised Dealers are also required to assist the FSD in administering the Excon Rules. All applications to the FSD are required to
be made through an Authorised Dealer. The Exchange Control Rulings, issued by the FSD, set out the conditions, permissions and limits
applicable to the transaction in foreign exchange which may be undertaken by Authorised Dealers, as well as details of related
administrative responsibilities.
Exchange control limitations – General
The purpose of the Excon Rules is, inter alia, to regulate inflows and outflows of capital from South Africa. South African exchange control
residents are not permitted to export capital from South Africa except as provided for in the Excon Rules. In this regard, currency and
shares are not freely transferable from South Africa to any jurisdiction falling outside the geographical borders of South Africa, other than
jurisdictions falling within the Common Monetary Area and must be dealt with in terms of the South African Exchange Control Regulations
administered by the FSD, as described more fully under “Exchange Control – Exchange Control Limitations applicable to the business
of Dis‑Chem” and “Exchange Control – Exchange Control Limitations applicable to the Offer” below.
No South African resident is thus entitled to enter into any transaction in terms of which capital (whether in the form of funds or otherwise)
or any right to capital is directly or indirectly exported from South Africa without the approval of either the FSD or, in certain cases, by an
Authorised Dealer.
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The South African Government remains committed to the gradual relaxation of exchange controls but the existing exchange controls are
strictly enforced, particularly in the current uncertain financial environment.
Steps to liberalise exchange controls are announced from time to time in budget speeches and medium-term budget policy statements
issued by the Minister of Finance of South Africa. Substantial relaxations have been introduced in recent years. For example, it is now
possible for a South African company to expand its business to other countries without application to the FSD, subject to certain criteria,
as set out in more detail below. Further incentives to strengthen South Africa’s position as a headquarter company location have also
been brought into effect, in conjunction with the introduction of a regional holding company regime.
Exchange controls do not apply to non-residents, but they may be impacted indirectly as acquisitions of certain South African assets and
transactions with South African residents may require SARB approval. Exchange controls restrict how non-South African companies raise
capital in South Africa and how South African companies raise capital abroad.
Exchange control limitations relevant to the business of Dis‑Chem – General
As a general rule, while being a South African resident company for exchange control purposes, Dis‑Chem will be subject to the Excon
Rules, and the Company believes that they should not unduly hamper its ability to conduct its business, to access local funding, to
expand offshore and to remit dividends and/or interest to a non-resident shareholder. The particular Excon Rules which may apply to
Dis‑Chem are set out in more detail further below.
Exchange control limitations relevant to the business of Dis‑Chem – The investment in South African shares by non-residents
Since non-residents are not subject to the Excon Rules, they may acquire shares in South African entities without restriction. Furthermore,
the income and sale proceeds in respect of such investments are freely remittable offshore, provided certain compliance requirements
have been fulfilled i.e. in the case of certificated shares, the share certificate evidencing the shareholdings being endorsed “nonresident” by an Authorised Dealer and in the case of dematerialised shares, the CSDP account being flagged “non-resident”. The
Authorised Dealer may require a valuation certificate (typically issued by an auditor) to confirm the market value of the shares before the
endorsement is effected. This endorsement ensures that any dividends, capital reductions and the eventual sale proceeds in respect of
the shares, which belong to a non-resident, can be freely transferred abroad. In so far as listed shares are concerned, these are
dematerialised and are freely tradable, subject to the requirement that the brokers or South African sellers (through their Central Securities
Depository Participants) ensure that full consideration is received from the non-residents for the sale of such shares.
Exchange control limitations relevant to the business of Dis‑Chem – Cross-border funding and local financial assistance
South African residents require prior exchange control approval before they enter into any loan arrangements with a non-resident. If a
loan is not approved, the resident will not be able to remit any interest or capital repayments to the non-resident. Approval can in most
instances be obtained from a local Authorised Dealer so long as the loan (specifically the rate of interest) is structured within certain
prescribed parameters in terms of the Excon Rules. Loans structured outside of such parameters require approval from the FSD.
Local financial assistance
Non-residents and “affected persons” may obtain local financial assistance in South Africa, subject to certain restrictions. An “affected
person” is a body corporate, foundation, trust or partnership operating in South Africa, or an estate in respect of which:
•

75% or more of the capital, assets or earnings thereof may be utilised for payment to, or to the benefit in any manner of, a nonresident; or

•

75% or more of the voting securities, voting power, power of control, capital, assets or earnings thereof, are directly or indirectly
vested in, or controlled by or on behalf of, a non-resident.

Historically, a non-resident could borrow locally up to 300% of the Rand value of funds introduced from abroad and invested locally, while
in the case of investment in residential properties, financial transactions (such a portfolio investments), securities lending, hedging and
repurchase agreements, the limit was 100%.
These rules have now been relaxed to the effect that an Authorised Dealer may authorise local financial assistance facilities to affected
persons without any restriction, in respect of bona fide foreign direct investment into South Africa. However, the 1:1 ratio will still apply
with respect to the funding of South African residential property or financial transactions as referred to in the previous paragraph.
Exchange control limitations relevant to the business of Dis‑Chem – Investment in offshore assets by exchange control residents
While residents may invest in South African assets without any restrictions, residents may invest in offshore assets only to the extent
permitted by the Excon Rules. Different dispensations exist for individuals, South African companies, institutional investors, private equity
firms, etc.
In terms of the dispensation, a resident company with an appropriate business track record may expand its business offshore under
certain conditions. The investment should not qualify as a portfolio investment. The resident company should acquire an interest in the
offshore company which conducts the same, which should entitle the resident to voting rights in the foreign company of at least 10%
The investment may be approved by an Authorised Dealer provided the total amount invested by the resident company does not exceed
R1 billion per calendar year. Several conditions are attached to a successful application.
Foreign dividends may be retained offshore and, if repatriated to South Africa, may be transferred offshore again at any time and for any
purpose, provided there is no recourse to South Africa.
If the investment is sold, the sale proceeds must be remitted to South Africa.
If the offshore company in which South African residents hold an interest is domiciled outside the Common Monetary Area (“CMA”), it
may be restricted from making an investment or loan back into any CMA country, save that a South African company is permitted to
acquire from 10% to 20% equity and/or voting rights whichever is higher, in a foreign target entity. Such foreign entity may in turn hold
investments and/or make loans into any CMA country. This dispensation on foreign companies re-investing into South Africa does not
apply to foreign direct investments where the South African company on its own or where several South African companies collectively
hold an equity interest and/or voting rights in the foreign entity which exceed 20% in total.
If the total amount to be invested by the resident company is in excess of R1 billion per calendar year, FSD approval must be obtained.
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A resident company may also apply to FSD to establish a foreign branch operation. However, foreign branch profits must be repatriated
annually.
Exchange controls applicable to the Offer – General
The Exchange Control Regulations also regulate the acquisition by former residents and non-residents of Offer Shares. Applicants who
are resident outside the Common Monetary Area should seek advice as to whether any governmental and/or other legal consent is
required and/or whether any other formality must be observed to enable an acceptance of the Offer.
All South African residents’ shareholdings in securities listed on a South African exchange (like the JSE) are treated as the holdings of
South African assets without any distinction between institutional and non-institutional investors. South African residents are therefore
allowed to invest in the Offer Shares without any restriction under the Excon Rules.
Exchange controls applicable to the Offer – Emigrants from the Common Monetary Area
A former resident of the Common Monetary Area who has emigrated from South Africa may use emigrant blocked Rand accounts (in
terms of the Excon Rules) to acquire Offer Shares. All payments in respect of subscriptions for or purchases of Offer Shares by nonresidents using emigrant blocked Rands must be made through an Authorised Dealer controlling the blocked assets.
Share certificates issued in respect of Offer Shares acquired with emigrant blocked Rands will be endorsed “non-resident” in accordance
with the Excon Rules. Share certificates will be placed under the control of the Authorised Dealer through whom the payment for the Offer
Shares was made.
Dematerialised Offer Shares acquired with emigrant blocked Rands will be credited to the emigrant’s blocked share account at the CSDP
controlling their blocked portfolios and will be annotated “non-resident”.
If applicable, refund monies payable in respect of unsuccessful applications for Offer Shares pursuant to this Pre-listing Statement,
emanating from emigrant blocked Rand accounts will be returned, under the Excon Rules, to the authorised dealer administering such
emigrant blocked Rand accounts for the credit of such applicants’ blocked Rand accounts.
Exchange controls applicable to the Offer – Applicants resident outside the Common Monetary Area
In respect of persons resident outside the Common Monetary Area (including an emigrant not using emigrant blocked Rands) who are
applying for Offer Shares pursuant to this Pre-listing Statement; there are no restrictions similar to those placed on emigrants using
emigrant blocked Rands.
All non-resident holders of dematerialised Shares will have their Shares credited to an electronic share account at their CSDP or broker
through which they dematerialised their Shares and will have the account annotated “non-resident” and their statements issued by the
CSDP or broker endorsed “non-resident”.
The appointed CSDP or broker is responsible for ensuring compliance with the Excon Rules.

91

Taxation
South African taxation
The South African income tax system is a residence-based system of taxation, in terms of which South African tax residents are subject
to tax in South Africa on their worldwide income, while non-resident persons for South African tax purposes are subject to tax on income
from a South African source.
A natural person is a South African tax resident if he or she is “ordinarily resident” in South Africa or, if not “ordinarily resident” in South
Africa, was physically present in South Africa for certain prescribed periods in the five tax years prior to and during the tax year in
question. These periods require a physical presence in South Africa of more than 91 days in each tax year and more than 915 days
during the five preceding tax years. A natural person (who is not “ordinarily resident” in South Africa) who meets the prescribed periods
of physical presence who is physically absent from South Africa for a continuous period of 330 full days is deemed to be a non-resident
from the day on which he or she ceased to be physically present in South Africa.
A person other than a natural person (i.e. a juristic person or a trust) is a South African tax resident if it is incorporated, established or
formed in South Africa or has its place of effective management in South Africa.
The definition of a resident specifically excludes any person who is deemed to be exclusively a resident of another country for purposes
of an applicable agreement for the avoidance of double taxation entered into between South Africa and the other relevant jurisdiction
(a “DTA”). Prospective purchasers and subscribers with questions regarding their tax residency should consult their tax advisers.
The summary of South African income tax consequences set out below is for general information only. All prospective purchasers
and subscribers should consult their tax advisers as to the particular tax consequences to them of owning the Ordinary Shares,
including the applicability and effect of other tax laws and possible changes in tax law.
Dividends
South Africa imposes a 15% withholding tax on dividends (“Dividends Tax”) paid by South African resident companies. There is an
exemption from Dividends Tax for, inter alia, dividends which are paid to South African resident companies.
Dividends paid to non-resident persons may qualify for a reduced rate of Dividends Tax in terms of an applicable DTA, provided that the
prescribed legal formalities are complied with by the beneficial owners of the dividends (with the beneficial owners essentially being
required to, by a date determined by the company paying the dividend, or, if the company has not determined a date, by the date of
payment of the dividend, submitted a declaration that the dividend is exempt from Dividends Tax (or is subject to Dividends Tax at a
reduced rate) and a written undertaking to inform the company in writing should the circumstances affecting the exemption that applies
to the beneficial owner change or should the beneficial owner cease to be the beneficial owner). Accordingly, unless a shareholder
qualifies for one of the exemptions provided for, or qualifies to be taxed at a reduced rate of Dividends Tax in terms of the applicable
provisions of a DTA and has delivered the required declaration or undertaking as the case may be, a dividend paid to such shareholder
in respect of an Ordinary Share will be subject to Dividends Tax at a rate of 15%
Disposal of shares
South African tax residents will be subject to capital gains tax (“CGT”) on the proceeds derived upon the disposal of Ordinary Shares if
they hold the Ordinary Shares as capital assets. In general, the determination of whether or not shares are held as capital assets is a
question of fact and depends primarily upon the intention with which the shares were acquired and held. The South African income tax
legislation does include certain provisions, however, which treat certain amounts (excluding dividends) received by or accruing to a
shareholder from the disposal of shares to be of a capital nature and therefore subject to CGT, if the shareholder held those shares for a
continuous period of at least three years immediately preceding the date of disposal. If these provisions do not apply, the capital or
revenue nature of the proceeds arising in respect of the disposal will be determined by applying South African common law principles.
Capital gains tax
Upon a disposal of Ordinary Shares, a SA Holder may realise a capital gain or capital loss for South African tax purposes depending on
whether the proceeds from the disposal exceed the SA Holder’s base cost in the Ordinary Shares. In general, the base cost of the
Ordinary Shares will be the subscription price of the Ordinary Shares (in the event that the holder of the Ordinary Shares subscribed for
same), or the purchase price paid by the SA Holder in the event of an acquisition of the Ordinary Shares from a third party (plus certain
acquisition and selling costs (such as securities transfer tax (if applicable)) and a third of any interest incurred in respect of borrowings
made to acquire Ordinary Shares)).
In general, a distribution that does not constitute a dividend (and which accordingly comprises a return of capital) by the Company
reduces the base cost of the underlying Ordinary Shares. If a return of capital exceeds the base cost of the underlying Ordinary Shares
in respect of which it is received or in terms of which it accrues, the excess amount of the foreign return of capital will be treated as a
capital gain in the hands of a holder of the Ordinary Share for the year of assessment in which the return of capital is received by or
accrues to the holder of the Ordinary Share.
Capital losses may only be set off against other capital gains realised in the same or any subsequent tax year. In the case of SA Holders
who are natural persons, an amount of R30,000 (or R300,000 in the year of death), is deducted from any capital gain or capital loss
realised in any tax year. A prescribed portion (ranging from 40% (in the case of a natural person or special trust) to 80% (in the case of
a company or a trust)) of a net capital gain realised by a SA Holder will be included in normal taxable income and subject to tax at the
applicable rates.
Non-resident holders of Ordinary Shares will be exempt from capital gains tax on any gain made to the extent that the Ordinary Shares
that they hold are effectively connected with a permanent establishment of that non-resident in South Africa and are not held in a
company, the shares of which derive more than 80% of their market value from South African immovable property held otherwise than as
trading stock.
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Income Tax
South African tax residents will be subject to income tax on the proceeds arising upon the disposal of Ordinary Shares if the Ordinary
Shares are held for speculative purposes (i.e. as trading stock) as opposed to capital assets.
Non-residents will only be subject to South African income tax on the disposal of the Ordinary Shares if it is determined that the proceeds
arising in respect of the disposal constitute income derived from a South African source and further if the DTA, if any, concluded between
South Africa and their country of residence does not grant relief from South African tax. DTAs in existence between South Africa and other
jurisdictions generally provide that income will not be subject to South African income tax, unless it is attributable to a South African
permanent establishment of such non-resident or in respect of movable property pertaining to a fixed base of such non-resident in
South Africa.
Securities Transfer Tax
Securities Transfer Tax (“STT”) is a tax levied on every transfer of a security, including a share in a company which is incorporated,
established or formed in South Africa. The tax is triggered by a transfer of beneficial ownership, including the cancellation of a share.
There is no STT payable on the issue of a share by a company. Therefore, there will be no STT if investors subscribe for shares in the
Company and there will be STT if investors acquire the shares from a third party.
US Federal Income Taxation
The following discussion is a general summary based on present law of certain US federal income tax considerations relevant to the
acquisition, ownership and disposition of Ordinary Shares. This discussion only addresses US Holders (as defined below) that purchase
Ordinary Shares in the Offer, will hold Ordinary Shares as capital assets and use the US dollar as their functional currency. It is not a
complete description of all tax considerations that may be relevant; it is not a substitute for tax advice. This discussion does not address
the tax treatment of persons subject to special rules, such as financial institutions, insurance companies, regulated investment companies,
real estate investment trusts, dealers, traders in securities that elect to mark-to-market, tax-exempt entities, persons owning directly,
indirectly or constructively 10 per cent. or more of the Company’s share capital, US expatriates, investors liable for alternative minimum
tax, persons holding Ordinary Shares as part of a hedge, straddle, conversion, constructive sale or other integrated financial transaction
or persons holding Ordinary Shares in connection with a permanent establishment or fixed base outside the United States. It also does
not address US federal taxes other than income tax (e.g. estate and gift taxes), US state and local, or non-US tax considerations.
As used in this section, “US Holder” means a beneficial owner of Ordinary Shares that is, for US federal income tax purposes (i) a citizen
or individual resident of the United States, (ii) a corporation or other business entity treated as a corporation created or organised under
the laws of the United States or its political subdivisions, (iii) a trust subject to the control of one or more US persons and the primary
supervision of a US court or (iv) an estate the income of which is subject to US federal income tax without regard to its source.
The US federal income tax treatment of a partner in an entity treated as a partnership for US federal income tax purposes that holds
Ordinary Shares generally will depend on the status of the partner and the activities of the partnership. Prospective purchasers that are
partnerships should consult their own tax advisors regarding the specific US federal income tax consequences to their partners of the
partnership’s acquisition, ownership and disposition of Ordinary Shares.
Except as otherwise noted, this summary assumes that the Company is not a passive foreign investment company (a “PFIC”) for US
federal income tax purposes, which the Company believes to be the case for its taxable year ended February 29, 2016, and believes will
be the case for its current taxable year, as well as for the foreseeable future. The Company’s possible status as a PFIC must be
determined annually and therefore may be subject to change. If the Company were to be a PFIC in any year, materially adverse
consequences could result for US Holders.
Each US Holder should read the disclosure regarding South African taxation and consider its possible entitlement to the benefits of the
income tax treaty between the United States and South Africa (the “Treaty”).
Dividends
Distributions on the Ordinary Shares, including any South African tax withheld therefrom, should be included in a US Holder’s gross
income as ordinary dividend income from foreign sources upon receipt. Dividends will not be eligible for the dividends-received
deduction generally available to US corporations on dividends from other US corporations. If the Company qualifies for benefits under
the Treaty and is not a PFIC as to the US Holder in the year of distribution or in the preceding year, dividends on the Ordinary Shares will
qualify for the reduced rates applicable to qualified dividend income of certain eligible non-corporate US Holders that satisfy a minimum
holding period and other generally applicable requirements. Assuming that Ordinary Shares are traded on the Johannesburg Stock
Exchange in sufficient volume, the Company believes it will qualify for benefits under the Treaty.
Dividends paid in a currency other than US dollars will be includable in income in a US dollar amount based on the exchange rate in
effect on the date of receipt whether or not the currency is converted into US dollars or otherwise disposed of at that time. A US Holder’s
tax basis in the non-US currency will equal the US dollar amount included in income. Any gain or loss realised on a subsequent
disposition or conversion of the non-US currency for a different US dollar amount generally will be US source ordinary income or loss. If
a dividend paid in non-US currency is converted into US dollars on the day the dividend is received, the US Holder will generally not be
required to recognise foreign currency exchange gain or loss in respect of the dividend.
A US Holder eligible for benefits under the Treaty generally is subject to South African withholding tax at a rate not in excess of 15 per
cent. Subject to generally applicable limitations, a US Holder may claim a deduction or a foreign tax credit only for South African tax
withheld at the appropriate rate. In computing foreign tax credit limitations, non-corporate US Holders may take into account only the
portion of any qualified dividend income that is effectively taxed at the highest applicable marginal rate. For purposes of limitations on
foreign tax credits, dividends received with respect to Ordinary Shares should generally constitute “passive category income.” The rules
governing foreign tax credits are complex and each US Holder should consult its own tax advisors regarding the tax consequences to it
if South African tax is withheld from dividends on the Ordinary Shares, including the availability of the foreign tax credit under such US
Holder’s particular circumstances.
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Dispositions
A US Holder generally will recognise capital gain or loss on the sale or other disposition of Ordinary Shares in an amount equal to the
difference between the US Holder’s adjusted tax basis in the Ordinary Shares and the US dollar value of the amount realised from the
sale or other disposition. Any gain or loss generally will be capital gain or loss treated as arising from US sources and will be long-term
capital gain or loss if the US Holder’s holding period exceeds one year. A loss may nonetheless be a long-term capital loss regardless
of a US Holder’s actual holding period to the extent the US Holder has received qualified dividends eligible for reduced rates of tax
described above under “– Dividends” prior to a sale or other disposition of its Ordinary Shares that, alone or combined with any other
dividends from the Company within an 85-day period, exceeded 10% of such US Holder’s basis in the Ordinary Shares. Deductions for
capital loss are subject to limitations.
A US Holder’s adjusted tax basis in the Ordinary Shares generally will be the US dollar value of the purchase price paid in the Offer. A US
Holder that receives a currency other than US dollars on the sale or other disposition of Ordinary Shares will realise an amount equal to
the US dollar value of the currency received at the spot exchange rate on the date of sale or other disposition (or, if the Ordinary Shares
are treated as traded on an established securities market at such time, in the case of cash basis and electing accrual basis US Holders,
the settlement date). An accrual basis US Holder that does not elect to determine the amount realised using the spot exchange rate on
the settlement date will recognise foreign currency gain or loss equal to the difference between the US dollar value of the amount
received based on the spot exchange rates in effect on the date of sale or other disposition and the settlement date. A US Holder will
have a tax basis in the currency received equal to the US dollar value of the currency received at the spot exchange rate on the
settlement date. Any gain or loss realised on a subsequent disposition or conversion of the non-US currency for a different US dollar
amount generally will be US source ordinary income or loss.
Passive Foreign Investment Company Rules
The Company believes that it was not a passive foreign investment company, or PFIC, in its taxable year ending February 29, 2016 and
that, based on the Group’s present income and assets, including the expected proceeds of the Offering, and the manner in which the
Group conducts its business, the Company will not be a PFIC in its current taxable year and does not expect to become a PFIC in the
foreseeable future. In general, a non-US corporation is a PFIC for any taxable year in which, taking into account a pro rata portion of the
income and assets of 25 per cent or more owned subsidiaries, either (i) at least 75 per cent of its gross income is passive income or (ii)
at least 50 per cent of the average value of its assets is attributable to assets that produce or are held to produce passive income. For
this purpose, passive income generally includes, among other things, interest, dividends, rents, royalties and gains from the disposition
of investment assets (subject to various exceptions) and passive assets generally includes property that either produces passive income
or does not produce income. Whether the Company is a PFIC is a factual determination made annually, and the Company’s status could
change depending among other things upon changes in the composition of the Group’s gross income and the relative quarterly average
value of its assets. Accordingly, there can be no assurance that the Company will not be a PFIC in the current or any future taxable year.
If the Company were a PFIC for any taxable year in which a US Holder holds Ordinary Shares, such US Holder will be subject to
additional taxes on any excess distributions and any gain realised from the sale or other taxable disposition of the Ordinary Shares
(including certain pledges) regardless of whether the Company continues to be a PFIC in subsequent years. A US Holder will have an
excess distribution to the extent that distributions on Ordinary Shares during a taxable year exceed 125 per cent of the average amount
received during the three preceding taxable years (or, if shorter, the US Holder’s holding period). To compute the tax on excess
distributions or any gain, (i) the excess distribution or gain is allocated ratably over the US Holder’s holding period, (ii) the amount
allocated to the current taxable year and any year before the Company became a PFIC is taxed as ordinary income in the current year
and (iii) the amount allocated to other taxable years is taxed at the highest applicable marginal rate in effect for each year and an interest
charge is imposed to recover the deemed benefit from the deferred payment of the tax attributable to each year.
A US Holder may be able to avoid some of the adverse impacts of the PFIC rules described above by electing to mark the Ordinary
Shares to market annually. The election is available only if the Ordinary Shares are considered “marketable stock,” which generally
includes stock that is regularly traded in more than de minimis quantities on a qualifying exchange. If a US Holder makes the mark-tomarket election, any gain from marking the Ordinary Shares to market or from disposing of them would be ordinary income. Any loss from
marking the Ordinary Shares to market would be recognised only to the extent of unreversed gains previously included in income. Loss
from marking the Ordinary Shares to market would be ordinary, but loss on disposing of them would be capital loss except to the extent
of mark-to-market gains previously included in income. No assurance can be given that the Ordinary Shares will be traded in sufficient
frequency and quantity to be considered “marketable stock” or whether the Johannesburg Stock Exchange is or will continue to be
considered a qualifying exchange for purposes of the PFIC mark-to-market election. A valid mark-to-market election cannot be revoked
without the consent of the US Internal Revenue Service (“IRS”) unless the Ordinary Shares cease to be marketable stock.
Each US Holder is encouraged to consult its own tax advisor as to the Company’s status as a PFIC and whether a mark-to-market election
is available or desirable in their particular circumstances.
Medicare Tax on Net Investment Income
Certain non-corporate US Holders whose income exceeds certain thresholds generally will be subject to a 3.8 per cent surtax tax on their
“net investment income” (which generally includes, among other things, dividends on, and capital gain from the sale or other disposition
of, Ordinary Shares). Non-corporate US Holders should consult their own tax advisors regarding the possible effect of such tax on their
ownership and disposition of Ordinary Shares.
Reporting and Backup Withholding
Dividends on the Ordinary Shares and proceeds from the sale or other disposition of Ordinary Shares may be reported to the IRS unless
the holder is a corporation or otherwise establishes a basis for exemption. Backup withholding may apply to reportable payments unless
the holder makes the required certification, including providing its taxpayer identification number or otherwise establishes a basis for
exemption. Backup withholding is not an additional tax. Any amount withheld may be credited against a US Holder’s US federal income
tax liability or refunded to the extent it exceeds the holder’s liability, provided the required information is timely furnished to the IRS.
Certain US Holders are required to report information to the IRS with respect to Ordinary Shares not held through an account with a
financial institution (in which case the account may be reportable if maintained by a foreign financial institution). Investors who fail to
report required information could become subject to substantial penalties. Potential investors are encouraged to consult with their own
tax advisors about these and any other reporting obligations arising from their investment in Ordinary Shares.
THE DISCUSSION ABOVE IS A GENERAL SUMMARY. IT DOES NOT COVER ALL TAX MATTERS THAT MAY BE OF IMPORTANCE
TO A PARTICULAR INVESTOR. EACH PROSPECTIVE INVESTOR IS URGED TO CONSULT ITS OWN TAX ADVISOR ABOUT THE
TAX CONSEQUENCES TO IT OF AN INVESTMENT IN THE ORDINARY SHARES IN THE INVESTOR’S OWN CIRCUMSTANCES.
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Additional Information
Information on Subsidiaries
Details of the Company’s Major Subsidiary are set out in Annexure 7 to this Pre-listing Statement.
Government Protection and Investment Encouragement Laws
The Group does not benefit from any government protection or investment encouragement law affecting its business.
Principal Immovable Property Leased or Owned
Details of the principal immovable properties leased by the Company are set out in Annexure 9 to this Pre-listing Statement. Other than
as disclosed under “– Related Party Transactions” below, none of the Directors have any material interest in any of the immovable
properties leased or owned by the Company.
Material Acquisitions
Other than as otherwise disclosed in this Pre-listing Statement, there were no material acquisitions by the Company or its subsidiaries in
the three years preceding the date of this Pre-listing Statement. None of the Directors or the promoters has a material beneficial interest
in any of the property acquired by the Company. As at the date of this Pre-listing Statement, there are no proposed material acquisitions
by the Company of any property, and there are no options to acquire any such property.
Disposal of Property
There were no material disposals of property by the Company, its Major Subsidiary or any subsidiary where such disposal is material to
the Company, in the three years preceding the date of this Pre-listing Statement. As at the date of this Pre-listing Statement, there are no
proposed material disposals by the Company, its Major Subsidiary or any subsidiary where such disposal is expected to be material to
the Company of any property and there are no options to dispose of any such property.
Interests of Advisers and Promoters and Amount Paid or Payable to Promoters
None of the Advisers, as set out in the “Corporate Information and Advisers” section of this Pre-listing Statement, hold any Ordinary
Shares or have agreed to acquire any Ordinary Shares, except as contemplated in the Placement Agreement.
The Company has not paid any amount (whether in cash or in securities), nor given any benefit to any promoters or any partnership,
syndicate or other association of which the promoter was a member, not being a Director during the three years preceding the date of
this Pre-listing Statement. No promoters have any material beneficial interest in the promotion of the Company.
Disclosure of conflict
The Standard Bank of South Africa Limited
Shareholders are advised that Standard Bank (“Standard Bank”) has been appointed as Joint Global Co-ordinator, Joint Bookrunner and
Joint Transaction Sponsor in relation to the listing and are referred to “– Expenses” below which sets out fees payable to Standard Bank
in respect of the listing.
In its capacity as Joint Transaction Sponsor, Standard Bank has confirmed to the JSE and to Dis‑Chem that there is no matter that would
impact on its ability to exercise reasonable care and judgement to achieve and maintain independence and objectivity in professional
dealings in relation to Dis‑Chem, and that would impact on its ability to act within the Code of Conduct as set out in the Listings
Requirements. Standard Bank’s JSE and Regulatory team is a separate and distinct unit within the larger Standard Bank Corporate
Finance comprising of its own dedicated team members.
Standard Bank has various internal procedures in place to ensure that its ability to act independently as JSE sponsor, is not compromised.
Pursuant to these internal procedures, Standard Bank has a Compliance Control Room function that identifies and manages conflicts
risks and ensures that strict “Chinese Walls” are maintained to ensure that as JSE sponsor, it is able to act independently from other
divisions within Standard Bank. Standard Bank also enforces and implements physical and logical access restrictions to information,
which is limited to deal teams for whom the information is relevant, for the purpose of fulfilling the client mandate.
Investec Bank Limited
Shareholders are advised that Investec Bank Limited (“Investec Bank”) has been appointed as Joint Global Co-ordinator, Joint Bookrunner
and Joint Sponsor in relation to the listing and are referred to “—Expenses” which sets out fees payable to Investec Bank in respect of
the listing.
In its capacity as Joint Transaction Sponsor, Investec Bank has confirmed to the JSE and to Dis-Chem that there is no matter that would
impact on its ability to exercise reasonable care and judgement to achieve and maintain independence and objectivity in professional
dealings in relation to Dis-Chem, or that would impact on its ability to act within the Code of Conduct as set out in the Listings Requirements.
A Division within Investec Bank has provided a working capital facility currently amounting to R600 million which is not reliant on the
outcome of the listing. Investec Bank, however, has various internal procedures in place to ensure that its ability to act independently as
JSE sponsor, is not compromised. Pursuant to these internal procedures, Investec Bank has a Compliance Control Room function that
identifies and manages conflicts, risks and ensures that strict “Chinese Walls” are maintained to ensure that as JSE sponsor, it is able to
act independently from other divisions within Investec Bank. Investec Bank also enforces and implements physical and logical access
restrictions to information, which is limited to deal teams for whom the information is relevant, for the purpose of fulfilling the client
mandate.
Material Contracts
Annexure 13 to this Pre-listing Statement sets out:
•

material contracts that have been entered into by the Company, its Major Subsidiary or any subsidiary where the contract would be
material to the Company, during the two years preceding the date of this Pre-listing Statement, other than in the ordinary course of
business;
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•

material contracts entered into at any time prior to the two years preceding the date of this Pre-listing Statement other than in the
ordinary course of business that contain obligations or settlements material to the Company, its Major Subsidiary or any subsidiary
where it is material to the Company, as at the date of this Pre-listing Statement; and
• particulars of the material inter-company transactions during the two years preceding the date of this Pre-listing Statement.
There are no existing or proposed contracts relating to royalties or secretarial or technical fees payable by the Company.
Third-Party Management
The Group’s business is not managed by any third party.
Related Party Transactions
Dis‑Chem currently leases its Midrand distribution centre and head offices from Columbia Falls Property 7 Proprietary Limited (“Columbia
Falls”). Columbia Falls is 50 per cent held by certain Directors, through their family trusts. The remaining 50% is held in equal proportions
by the Selwyn Bentel Trust and Aubrey Bentel. The leases between Dis‑Chem and Columbia Falls are on market terms. The KZN
warehouse is leased from Josneo Proprietary Limited. Josneo Proprietary Limited is wholly owned by Dis‑Chem Property Holdings
Proprietary Limited (“Dis-Chem Property Holdings”), an entity owned by certain of the Company’s current and former directors through
their respective investment companies. The Delmas warehouse is leased by the Company from Eleadora Proprietary Limited, which is
50 per cent held by Minlou (which is owned by Chris Williams) and the remaining 50 per cent is held by Dis‑Chem Property Holdings
Proprietary Limited. The new Cape Town distribution centre, which is expected to be operational by April 2017, is leased from MDSD
No. 3 Proprietary Limited, which is wholly owned by Dis-Chem Property Holdings.
Save as set out herein and described in note 26 of the historical financial information for the year ended and as at 29 February 2016 set
out in Annexure 1, there are no material transactions between Dis‑Chem and related parties.
Material Capital Commitments
The future capital commitments of Dis‑Chem under non-capital operating leases as at 29 February 2016 were R1,634,278,000.
Contingent Liabilities
The contingent liabilities of Dis‑Chem as at the Last Practicable Date were nil.
Lease Payments
Save as described in notes 22 and 23 of the historical financial information for the year ended and as at 29 February 2016 set out in
Annexure 1, the Company has no other material lease payments.
Loan Capital and Material Loans
Details of the material borrowings of Dis‑Chem, its Major Subsidiary, and any subsidiaries where such loans are material to the Company
as at the Last Practicable Date are set out in Annexure 10 to this Pre-listing Statement.
Working Capital Statement
The Directors of the Company are of the opinion that, the working capital available to the Company and its subsidiaries is sufficient for
their present requirements, that is, for at least 12 months following the date of this Pre-listing Statement.
Litigation Statement
No legal or arbitration proceedings have been instituted that may have or have had in the last 12 months, a material effect on the Group’s
financial position nor is the Company aware of any such proceedings that are pending or threatened.
Material Changes
There have been no material changes to the financial or trading position or the controlling shareholders of Dis‑Chem since the date of
the last financial statements of the Group included in this Pre-listing Statement.
Save for the information disclosed in this Pre-listing Statement under “Business”, there have been no material changes to the business
of the Company during the past five years.
Expenses
The Company has not incurred any preliminary expenses (within the meaning of the Listings Requirements) over the last three financial
years.
The expenses of the Offer (including expenses incurred in relation to issuing the new shares, referred to as the issue expenses),
estimated to be in the sum of approximately R149,029,000 (based on the assumptions below), shall be paid by the Company.
The figures in the above paragraph and the table below are based on the following assumptions: (i) that the Offer Price is set at the midpoint of the Offer Price Range; (ii) that the Repurchase Shareholders sell a sufficient number of Repurchase Shares to achieve a “free
float” of 28.3% (after the issue of Ordinary Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s
partner stores); (iii) that the Company issues sufficient Offer Shares to raise gross proceeds of R750 million plus the amount of the Total
Share Repurchase Price; and (iv) that the Put Option is not exercised. The table below sets out the total estimated expenses of the Offer
(including the issue expenses):
R’000
Joint Global Coordinator and Joint Bookrunner – Goldman Sachs
Joint Global Coordinator, Joint Transaction Sponsor and Joint Bookrunner – Investec (1)
Joint Global Coordinator, Joint Transaction Sponsor and Joint Bookrunner –Standard Bank (1)
Joint Bookrunner – BofA Merrill Lynch (1)
US and English Legal Advisers to Dis‑Chem – Freshfields Bruckhaus Deringer LLP
South African Legal Advisers to Dis‑Chem – Bowman Gilfillan Inc.
US, English and South African Legal Advisers to the Banks – Allen & Overy LLP
(1)
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26,276
46,713
26,276
17,517
8,882
4,500
5,807

R’000
Independent Auditors and Reporting Accountants – Ernst & Young Inc.
Transfer Secretaries – Computershare Investor Services Proprietary Limited
JSE listing and document inspection fees
Printing, publication and distribution costs
Other expenses
Total estimated expenses and fees
(1)

9,824
34
500
700
2,000
149,029

 he Banks’ estimated fees as set forth in the table above are based on the assumption that the Banks receive the full amount of the discretionary fee in addition to
T
the base fee as described in “Particulars of the Offer–Placement Agreement” in the same proportions as the base fee.

Commissions Paid or Payable in respect of Underwriting
Other than as set out above, no consideration has been paid within the three years preceding this Pre-listing Statement or is payable to
any person (including commission so paid or payable to any sub-underwriter that is the holding company, promoter, Director or officer
of the Company) for subscribing or agreeing to apply to subscribe, or agreeing to procure subscriptions for any of the Offer Shares. No
commissions, discounts, brokerage or other special terms were granted during the three years preceding the date of this Pre-listing
Statement in connection with the issue of any securities, stock or debentures in the capital of the Company. Should the Placement
Agreement be concluded, the Company will pay to the Banks the commission set out in “Particulars of the Offer – Placement Agreement”
and will reimburse certain related expenses incurred.
Consents
Each of the legal advisers, the independent auditors and reporting accountants, the Banks (in their respective capacities as Joint Global
Co-ordinator, Joint Bookrunner and Joint Transaction Sponsor, as applicable), the transfer secretaries and the commercial banks named
in this Pre-listing Statement have consented in writing to act in the capacities stated, and to their names being stated in this Pre-listing
Statement, and none of these consents have been withdrawn prior to approval of the Pre-listing Statement.
For the purpose of complying with the Listings Requirements in South Africa only, Ernst & Young Inc. has given and has not withdrawn
its written consent to the issue of this Pre-listing Statement with the inclusion herein of, and all references to: (i) its name; (ii) its Independent
Reporting Accountants’ report dated 28 October 2016 on the audit of the Group’s consolidated financial statements as at and for the
years ended 28 February 2014, 28 February 2015 and 29 February 2016; (iii) its Independent Reporting Accountants’ report dated
28 October 2016 on the review of the Group’s condensed consolidated interim financial statements as at and for the six months ended
31 August 2015 and 2016; and (iv) its Independent Reporting Accountants’ Report dated 28 October 2016 on the pro forma financial
information in the form and context in which they are, respectively, included in this Pre-listing Statement. A written consent in accordance
with the Listings Requirements is different from a consent filed with the US Securities and Exchange Commission under Section 7 of the
US Securities Act, which is applicable only to transactions involving securities registered under the US Securities Act. As the Offer Shares
have not and will not be registered under the US Securities Act, Ernst & Young Inc. has not filed a consent under Section 7 of the US
Securities Act.
Directors’ Responsibility Statement
The members of the Board, whose names are given under “Management and Corporate Governance – Directors and Senior Management”,
collectively and individually, accept full responsibility for the accuracy of the information contained herein and certify that to the best of
their knowledge and belief there are no facts that have been omitted that would make any statement false or misleading, and that all
reasonable enquiries to ascertain such facts have been made and that this Pre-listing Statement contains all information required by law
and the Listings Requirements.
Documents Available for Inspection
Copies of the following documents will be available for inspection at the Company’s registered office and the Joint Transaction Sponsors’
offices set out in the “Corporate Information and Advisers” section during normal business hours (except for Saturdays, Sundays, and
official public holidays in the UK and South Africa, as applicable) from the date of issue of this Pre-listing Statement until the closing date:
•

the memoranda and articles of association of the Company and the Major Subsidiary;

•

a signed copy of this Pre-listing Statement;

•

the reports of the independent reporting accountants, which are included as Annexure 2, Annexure 4 and Annexure 6 to this Prelisting Statement.

•

the written consents of each of the legal advisers, the independent reporting accountants, the Banks (in their respective capacities
as Joint Global Co-ordinator, Joint Bookrunner and Joint Transaction Sponsor, as applicable), the transfer secretaries and the
commercial banks named in this Pre-listing Statement to act in those capacities;

•

the written consent of the independent reporting accountants to the publication of its reports included as Annexure 2, Annexure 4
and Annexure 6 to this Pre-listing Statement and references thereto in the form and context in which they are included in this Prelisting Statement;

•

the audited consolidated annual financial statements of the Group for the years ended 28 February 2014, 28 February 2015 and
29 February 2016;

•

the condensed consolidated interim financial statements of the Group for the six months ended 31 August 2015 and 2016;

•

the share schemes set out in “Management and Corporate Governance – Employee Incentive Schemes” section of this Pre-listing
Statement; and

•

copies of the material contracts referred to in Annexure 13.
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Legal Matters
The validity of the Offer Shares and certain other legal matters will be pronounced upon by Bowman Gilfillan Inc., the Company’s South
African legal advisers, and by Freshfields Bruckhaus Deringer LLP, the Company’s US and English legal advisers. Certain legal matters
will be pronounced upon by Allen & Overy LLP, US, English and South African legal advisers to the Banks.
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Independent Auditors
The Group’s historical financial information as at and for the financial years ended 28 February 2014, 28 February 2015 and 29 February
2016 included in Annexure 1 of this Pre-listing Statement has been audited by Ernst & Young Inc., as stated in their Independent
Reporting Accountants’ Report set out in Annexure 2 to the Pre-listing Statement. The Group’s condensed consolidated interim historical
financial information as at and for the six months ended 31 August 2016 included in this Pre-listing Statement has been reviewed by Ernst
& Young Inc., as stated in their Independent Reporting Accountants’ Report set out in Annexure 4 to the Pre-listing Statement.
With respect to the interim historical financial information of the Group as at and for the six months ended 31 August 2015 and
2016 included in Annexure 3 of this Pre-listing Statement, Ernst & Young Inc. reported that they have performed a review in
accordance with the International Standard on Review Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity”. Their separate report appearing herein states that a review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently does not express an
audit opinion on the condensed consolidated interim financial information. Accordingly, the degree of reliance on their report
on such information should be restricted in light of the limited nature of the review procedures applied.
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Definitions
The following definitions apply throughout this document unless the context requires otherwise:
B-BBEE

Broad-Based Black Economic Empowerment, a programme launched by the South African
Government designed to contribute to the economic transformation of South Africa.

B-BBEE Act

Broad-Based Black Economic Empowerment Act, 53 of 2003.

Banks

the Joint Global Co-ordinators and the Joint Bookrunners.

Board or Directors

the board of directors of the Company.

BofA Merrill Lynch

Merrill Lynch International.

CJ Distribution

the wholesale segment of Dis‑Chem’s business as more fully described on page 38.

CJ Group

the CJ Pharmaceuticals Enterprises Proprietary Limited, CJ Pharmaceutical Marketing
Proprietary Limited, The Local Choice Proprietary Limited, Pharmacy Development Academy
Proprietary Limited and The Evening Star Proprietary Limited (each, a “CJ Company”).

Codes

the Codes of Good Practice issued under section 9(1) of the B-BBEE Act.

Common Monetary Area

the common monetary area comprising Namibia, South Africa and the Kingdoms of Lesotho
and Swaziland.

Company

Dis‑Chem, a company incorporated in South Africa under registration number
2005/009766/06.

CSDP

a Central Securities Depository Participant, as defined in the South African Financial Markets
Act, appointed by a Shareholder for purposes of, and in regard to, dematerialisation of
shares evidenced by physical documents of title into the Strate system.

Dis‑Chem or the Group

Dis‑Chem and its consolidated subsidiaries, except where the context requires otherwise.

Ernst & Young Inc.

Ernst & Young Incorporated.

European Economic Area

the European Union, Iceland, Norway and Liechtenstein.

Executive Directors

as set out under “Management and Corporate Governance – Directors and Senior
Management – Directors”.

“free float”

The percentage of Shares held by persons other than the Repurchase Shareholders upon
Listing.

FSD

Financial Surveillance Department of the South African Reserve Bank.

Gauteng

a province in South Africa, being, in accordance with section 103 of the Constitution of the
Republic of South Africa (as amended) (“Constitution”), the sum of the geographical areas
reflected in the various maps referred to in the notices listed in Schedule 1A of the
Constitution.

Goldman Sachs

Goldman Sachs International.

IFRS

the International Financial Reporting Standards and the South African Institute of Chartered
Accountants’ (SAICA) Financial Reporting Guidelines as issued by the Accounting Practices
Committee and Financial Pronouncements as issued by the Financial Reporting Standards
Council.

Investec

Investec Bank Limited.

Joint Bookrunners

Goldman Sachs, Investec, Standard Bank and BofA Merrill Lynch.

Joint Global Co-ordinators

Goldman Sachs, Investec and Standard Bank.

Joint Transaction Sponsors

The Standard Bank of South Africa Limited and Investec Bank Limited, in their capacity as
JSE sponsors.

JSE

JSE Limited, a company incorporated under the laws of South Africa and registered under
registration number 2005/022939/06 and licensed as an exchange under the South African
Financial Markets Act.

King III

the South African Code of Corporate Practices and Conduct as set out in the third King
Report on Corporate Governance.

Last Practicable Date

21 October 2016.

Listing

listing of the Ordinary Shares on the main board of the exchange operated by the JSE.

Listings Requirements

the listings requirements issued by the JSE under the South African Financial Markets Act to
be observed by issuers of equity securities listed on the exchange operated by the JSE, as
amended.

Major Shareholder

Ivlyn Proprietary Limited.

Major Subsidiary

Dis‑Chem Distribution.

MCC

Medicines Control Council.

Medicines Act

Medicines and Related Substances Act, 101 of 1965 (as amended or re-enacted).

Minister of Health

the Minister of Health of South Africa.

Namibia

the Republic of Namibia.

Non-Executive Directors

as set out under “Management and Corporate Governance – Directors and Senior
Management – Directors”.
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Offer

the offer of Offer Shares, subject to certain conditions, to certain selected institutional
investors, as described in “Particulars of the Offer”.

Offer Price

the price at which each Ordinary Share is to be issued or sold under the Offer.

Offer Shares

new Ordinary Shares to be issued by the Company under the Offer.

Ordinary Shares

ordinary no par value shares constituting part of the authorised share capital of the Company.

Pharmacy Act

Pharmacy Act, 53 of 1974 (as amended or re-enacted).

Placement Agreement

the placement agreement entered into between the Company, the Major Shareholder and
the Banks on 28 October 2016 and described in “Particulars of the Offer – Placement
Agreement”.

Pre-listing Statement

all documents contained in this bound document, including the annexures hereto and the
application form, dated 28 October 2016.

Pricing Date

the date of pricing of the Offer, expected to be 14 November 2016.

Pricing Statement

the pricing statement at Schedule D to the Placement Agreement.

Prospectus Directive

Directive 2003/71/EC (as amended, including Directive 2010/73/EU, to the extent
implemented in each Relevant Member State), and includes any relevant implementing
measure in each Relevant Member State.

Put Option

the option which has been granted to the Stabilisation Manager, on behalf of each of the
Banks, by the Major Shareholder, whereby the Major Shareholder agrees to purchase up to
31,096,339 Shares as more particularly described in “Particulars of the Offer – Put Option
and Stabilisation”.

Qualified Institutional Buyer or QIB

Qualified Institutional Buyer within the meaning given by Rule 144A.

Regulation D

Regulation D under the US Securities Act.

Regulation S

Regulation S under the US Securities Act.

Remuneration Committee

the remuneration committee of the Board.

Reorganisation

as described under “Incorporation and Share Capital – Reorganisation”.

Repurchase Agreement

the agreement, dated 28 October 2016, amongst the Company and each of the Repurchase
Shareholders, pursuant to which the Share Repurchase will be effected.

Retail Business

the retail segment of Dis‑Chem’s business as more fully described on page 36 (“Retail
Business”).

Rule 144A

Rule 144A under the US Securities Act.

SAPC

South African Pharmacy Council.

Securities Transfer Tax or STT

securities transfer tax levied under the South African Securities Transfer Tax Act, 25 of 2007
(as amended or re-enacted).

Repurchase Shareholders

those Shareholders identified in Annexure 11: “Repurchase Shareholders”.

Senior Management

those members of the management bodies of the Group (other than the Directors) who are
identified in “Management and Corporate Governance – Directors and Senior Management
– Senior Management”.

SENS

the Stock Exchange News Service of the JSE.

Share Repurchase

the transaction, anticipated to occur contemporaneously with the Listing, pursuant to which
the Company will repurchase existing Shares held by the Repurchase Shareholders.

Shareholders

holders of Ordinary Shares from time to time.

South Africa

the Republic of South Africa.

South African Companies Act

the South African Companies Act, 71 of 2008 (as amended or re-enacted).

South African Financial Markets Act

the South African Financial Markets Act, 19 of 2012 (as amended or re-enacted).

SAICA

the South African Institute of Chartered Accountants

Stabilisation Manager

Standard Bank.

Stabilisation Period

the period ending 30 calendar days after the Listing.

Standard Bank

The Standard Bank of South Africa Limited.

Statutory Historical Financial Information

historical financial information of the Group for the years ended 28 February 2014,
28 February 2015 and 29 February 2016, as set forth in Annexure 1.

Strate

an electronic settlement environment for transactions to be settled and transfer of ownership
to be recorded electronically, operated by Strate Proprietary Limited, a private company
incorporated in accordance with the laws of South Africa and registered under registration
number 1998/022242/07, and a registered central securities depository in terms of the South
African Financial Markets Act and responsible for the electronic custody and settlement
system used by the JSE.

Total Share Repurchase Price

the Offer Price multiplied by the number of Repurchase Shares.

UK Companies Act

the Companies Act 2006 (as amended).

United Kingdom or UK

the United Kingdom of Great Britain and Northern Ireland.

United States or US

the United States of America, its territories and possessions, any state of the United States
of America and the District of Columbia.

US Exchange Act

the United States Securities Exchange Act of 1934.

US Securities Act

the US Securities Act of 1933.
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Annexure 1

Historical Financial Information of Dis‑Chem as at and for the
Financial Years Ended 28 February 2014, 28 February 2015 and
29 February 2016
Basis of preparation
The consolidated statements of comprehensive income, consolidated statements of cash flows and the consolidated statements of
changes in equity for the three years ended 29 February 2016, the consolidated statements of financial position as at 29 February 2016,
28 February 2015 and 28 February 2014, accounting policies and the notes thereto (“Historical Financial Information of the Group”) have
been extracted, from the audited annual financial statements of the Group for the year ended 29 February 2016 (“Audited Annual
Financial Statements”). The Audited Financial Statements were prepared in accordance with IFRS and the SAICA Financial Reporting
Guides as issued by the Accounting Practices Committee and the Financial Pronouncements as issued by Financial Reporting Standards
Council.
The historical financial information differs from the group’s annual financial statements prepared in compliance with International Financial
Reporting Standards, in that it includes certain additional disclosures for the 2014 comparative financial year. These additional disclosures
are included to comply with the requirements of the JSE Listings Requirements, for the three years ended 29 February 2016. In this
regard the following should be noted:
•

On 1 January 2016 Dis‑Chem Pharmacies Proprietary Limited (“DPharm”) acquired the business of Dis‑Chem Distribution Pty Ltd
(“DDist”) as a subsidiary through a series of transactions. This resulted in DDist being consolidated into the FY2016 DPharm group
consolidated financial statements in terms of the accounting policy applicable to business combinations under common control.
Dis‑Chem has applied this accounting policy and voluntarily applied this retrospectively and has the required FY2014 and FY2015
comparative information in the consolidated financial statements on the same basis to ensure comparability.

•

Additional information required to comply with the JSE Listings Requirements have been audited by Ernst & Young Inc. which
includes additional FY2014 disclosures; FY2014 cash flow statements and a FY2014 statement of changes in equity.

The Historical Financial Information of the Group is denominated in South African Rands which is the functional currency of the Dis‑Chem
Pharmacies Limited.
The additional disclosure required in terms of paragraphs 8.11 and 8.12 of the JSE Listings Requirements has been included in the
Report of Historical Financial Information of the Group. Refer to Management’s Discussion and Analysis of Financial Condition and
Results of Operations section incorporated earlier in the document for an overview of the business.
The Audited Annual Financial Statements were audited by Ernst & Young Inc. and an unqualified audit opinion was issued in respect
thereto. Ernst & Young Inc. is also the independent reporting accountant to the Dis‑Chem Group and has issued the reporting accountant’s
report on this Report of Historical Financial Information of the Group which is included as Annexure 2 to this prelisting statement.
The directors of the Dis‑Chem are responsible for the Report of Historical Financial Information of the Group.

102

GROUP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED 28 FEBRUARY 2014, 28 FEBRUARY 2015 AND 29 FEBRUARY 2016

Notes

2016
R’000

Restated
2015
R’000

Restated
2014
R’000

Revenue

6

15,508,284

13,281,824

10,619,018

Turnover
Cost of sales

6

15,061,293
(11,534,533)

12,910,594
(9,917,018)

10,320,999
(7,845,447)

3,526,760
439,676
(3,059,758)

2,993,576
364,814
(2,681,942)

2,475,552
290,733
(2,155,396)

Gross profit
Other income
Other expenses

6
7

Profit before interest and taxation
Net finance costs

7

906,678
(89,151)

676,448
(19,064)

610,889
(1,464)

– Finance income
– Finance costs

8
8

7,315
(96,466)

6,416
(25,480)

7,286
(8,750)

Share of profit from an associates

344

65

817,871
(242,116)

657,443
(187,552)

609,490
(182,096)

Total comprehensive income for the year, net of tax

575,755

469,891

427,394

Profit attributable to:
– Equity holders of the parent
– Non-controlling interests

512,775
62,980

433,654
36,237

408,593
18,801

575,755

469,891

427,394

212.0
212.0

239.2
239.2

231.5
231.5

Profit before taxation
Taxation

Earnings per share (cents)
Basic
Diluted

7
9

59

10
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GROUP STATEMENT OF FINANCIAL POSITION
AT 28 FEBRUARY 2014, 28 FEBRUARY 2015 AND 29 FEBRUARY 2016
2016
R’000

Restated
2015
R’000

Restated
2014
R’000

1,064,929

462,969

358,424

918,979
35,253
108,762
1,935

291,401
31,406
138,552
1,610

207,934
25,457
123,035
1,998

4,104,904

3,070,001

2,598,326

2,806,572
767,807
198,672
58,644
273,209

2,334,035
607,683
62,958
38,373
26,952

1,925,327
567,493
14,724
67,446
23,336

5,169,833

3,532,970

2,956,750

722,566

1,218,194

941,512

1,352,074
(990,991)
361,483

199,101
161,982
857,111

178,401
143,282
619,829

Non-controlling interests

117,117

83,346

63,578

Total equity
Non-current liabilities

839,683
822,551

1,301,540
248,296

1,005,090
196,449

651,679
170,872

2,207
246,089

2,938
193,511

3,507,599

1,983,134

1,755,211

1,754,293
102,441
77,026
2,541
27,026
14,564
1,529,708

1,305,040
87,419
65,342
2,467
32,150
18,469
472,247

1,194,493
58,814
89,219
2,453
345,096
4,167
60,969

5,169,833

3,532,970

2,956,750

Notes
Assets
Non-current assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investments in associates

11
12
13
14

Current assets
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents

15
16
19
25.3
25.4

Total assets
Equity and liabilities
Equity attributable to equity holders of parent
Share capital
Common control reserve
Retained earnings

Finance lease liability
Operating lease liability

17

22
23

Current liabilities
Trade and other payables
Employee obligations
Deferred revenue
Finance lease liability
Loans payable
Taxation payable
Bank overdraft
Total equity and liabilities
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18
20
21
22
19
25.3
25.4

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEARS ENDED 28 FEBRUARY 2014, 28 FEBRUARY 2015 AND 29 FEBRUARY 2016
Common
control
earnings*
R’000
(Note 29)

Share
capital
R’000
(Note 17)

Retained
earnings*
R’000

Balance at 28 February 2013
Total comprehensive income for the year
Shares issued during the year
Acquisition of subsidiary
Dividends paid

89,200
–
89,201
–
–

605,675
408,593
–
–
(394,439)

60,042
–
83,240
–
–

7,485
18,801
–
45,761
(8,469)

762,402
427,394
172,441
45,761
(402,908)

Balance at 28 February 2014
Total comprehensive income for the year
Shares issued during the year
Dividends paid

178,401
–
20,700
–

619,829
433,654
–
(196,372)

143,282
–
18,700
–

63,578
36,237
–
(16,469)

1,005,090
469,891
39,400
(212,841)

Balance at 28 February 2015
Total comprehensive income for the year
Shares issued in common control transaction
Dividends paid

199,101
–
1,152,973
–

857,111
512,775
–
(1,008,403)

83,346
62,980
–
(29,209)

1,301,540
575,755
–
(1,037,612)

Balance at 29 February 2016

1,352,074

361,483

161,982
–
(1,152,973)
–
(990,991)

Noncontrolling
interest
R’000

Total
R’000

117,117

839,683

2015
R’000

2014
R’000

* Restated (refer to note 29).

GROUP STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED 28 FEBRUARY 2014, 28 FEBRUARY 2015 AND 29 FEBRUARY 2016
Notes

(668,312)

(234,976)

51,903

991,682
(326,868)
7,315
(66,327)
(236,502)
(1,037,612)

859,320
(702,697)
6,416
(25,480)
(159,694)
(212,841)

820,353
(104,939)
7,286
(8,750)
(259,229)
(402,818)

(142,892)

(211,369)

(199,650)

11/12

(44,930)

(43,370)

(19,960)

11/12

(179,721)
81,759
–
–

(168,574)
246
329
–

(70,099)
136
(2,036)
(107,691)

–

38,683

176,708

–
–
–

20,700
18,700
(717)

89,201
83,240
4,267

Cash flow from operating activities
Cash inflow from trading operations
Movement in working capital
Finance income
Finance costs
Taxation paid
Dividends paid

25.1
25.2

25.3

Cash flow from investing activities
Additions to property, plant and equipment and intangible assets to
maintain operations
Additions to property, plant and equipment and intangible assets to
expand operations
Proceeds on disposal of tangible and intangible assets
Decrease/(Increase) in investments
Acquisition of subsidiary net of cash acquired

4

Cash flow from financing activities
Shares issued
Shares issued in Dis‑Chem Distribution
Repayment of finance lease

29/17
22

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

2016
R’000

25.4

(811,204)
(445,295)

(407,662)
(37,633)

28,961
(66,594)

(1,256,499)

(445,295)

(37,633)
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
FOR THE YEARS ENDED 28 FEBRUARY 2014, 28 FEBRUARY 2015 AND 29 FEBRUARY 2016
1.

CORPORATE INFORMATION
Dis‑Chem Pharmacies Proprietary Limited is incorporated in South Africa. The group annual financial statements as at 29 February
2016 comprises the company and its subsidiaries (collectively referred to as “the group”).

2.

BASIS OF PREPARATION
The group annual financial statements set out on pages 103 to 105 are prepared on the historical cost basis as modified by
fair value adjustments, and incorporate the following principal accounting policies, which conform with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB), its interpretations issued by the
IFRS Interpretations Committee (IFRIC), the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee
and Financial Pronouncements as issued by the Financial Reporting Standards Council, and the Companies Act of South Africa.
The group annual financial statements are presented in South African Rands and are rounded to the nearest thousand, except
where otherwise indicated.
The group annual financial statements provide comparative information in respect of the previous period. In addition, the group
presents an additional statement of financial position at the beginning of the earliest period presented when there is a retrospective
application of an accounting policy. In the current financial year, in order to present a trend in performance to possible investors, the
group has presented comparative information in addition to the minimum comparative financial statements required by IFRSs in the
form of a third statement of comprehensive income, prepared in terms of IFRS. This voluntary additional comparative information
will not be provided in future years as the chosen presentation policy is relevant only in light of the expected Initial Public Offering
(IPO) of the share capital of the group. Refer to note 29 for the restatement.

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of the annual consolidated financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.
3.1

Basis of consolidation
The group annual consolidated financial statements comprise the financial statements of the group and its subsidiaries as at
29 February 2016. Control is achieved when the group is exposed, or has rights, to variable returns from its involvement with
the investee and has the ability to affect those returns through its power over the investee. Specifically, the group controls
an investee if, and only if, the group has:
•

Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the investee)

•

Exposure, or rights, to variable returns from its involvement with the investee

•

The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and when
the group has less than a majority of the voting or similar rights of an investee, the group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:
•

The contractual arrangement with the other vote holders of the investee

•

Rights arising from other contractual arrangements

•

The group’s voting rights and potential voting rights

The group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control.
Consolidation of a subsidiary begins when the group obtains control over the subsidiary and ceases when the group loses
control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year
are included in the consolidated annual financial statements from the date the group gains control until the date the group
ceases to control the subsidiary.
Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the parent
of the group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.
When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line
with the group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating
to transactions between members of the group are eliminated in full on consolidation.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling
interest and other components of equity while any investment retained is recognised at fair value. The resultant gain or loss
is recognised in profit or loss in the period that control is lost.
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3.2

Business combinations and goodwill
Business combinations, other than those under common control, are accounted for using the acquisition method. The cost
of an acquisition is measured as the aggregate of the consideration transferred measured at acquisition date fair value and
the amount of any non-controlling interests in the acquiree. For each business combination, the group elects whether to
measure the non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable
net assets. Acquisition-related costs are expensed as incurred and included in administrative expenses.
When the group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded derivatives in host contracts by the acquiree.
If the business combination is achieved in stages, any previously held equity interest is remeasured at its acquisition date
fair value and any resulting gain or loss is recognised in profit or loss.
Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IAS 39
Financial Instruments: Recognition and Measurement, is measured at fair value with changes in fair value recognised in
profit or loss. If the contingent consideration is not within the scope of IAS 39, it is measured at fair value at each reporting
date with the changes in fair value being recognised in profit or loss.
Contingent consideration that is classified as equity is not re-measured and subsequent settlement is accounted for within
equity.
Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interests, and any previous interest held, over the fair value of the net identifiable assets
acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities
assumed and reviews the procedures used to measure the amounts to be recognised at the acquisition date. If the
reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration transferred,
then the gain is recognised in profit or loss in the year of acquisition.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment
testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the group’s cashgenerating units that are expected to benefit from the combination, irrespective of whether other assets or liabilities of the
acquiree are assigned to those units.
Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of, the
goodwill associated with the disposed operation is included in the carrying amount of the operation when determining
the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative values of the
disposed operation and the portion of the cash-generating unit retained.

3.3

Investment in subsidiaries
The company holds the investment in subsidiaries at cost.

3.4

Business combinations of entities under common control
The consolidated annual financial statements of Dis‑Chem Pharmacies Proprietary Limited (DPharm) group includes the
acquisition of the assets and liabilities of Dis‑Chem Consolidated Proprietary Limited (DConsol) on 1 June 2013 and the
assets and liabilities of Dis‑Chem Distribution Proprietary Limited (DDist) on 1 January 2016. IFRS provides no guidance
on accounting for business combinations of entities prepared under common control except for scoping it out of IFRS 3.
Common control is defined as ‘a business combination in which all of the combining entities or businesses are ultimately
controlled by the same party or parties both before and after the business combination, and that control is not transitory’.
Acquisitions of controlling interests in businesses that were previously under the control of the majority shareholder of
DPharm are therefore accounted for as common control transactions. The management of DPharm has adopted the “pooling
of interest” accounting policy for such transactions based on the relevant interpretations of other standard setting bodies
as required by IAS 8. Under the pooling of interest method the acquisition of an entity under common control is accounted
for as if the acquisition had occurred at the beginning of the earliest comparative period presented or, if later, at the date on
which control was obtained by the majority shareholder (the “deemed acquisition date”). The assets and liabilities acquired
are recognised at their carrying values reported at the deemed acquisition date at the level of the financial statements of
the combining statutory entities. Any difference between the net assets “acquired” and the consideration paid is taken to
equity (common control reserve) and is not recognised as goodwill or a bargain purchase. The components of equity of
the acquired companies are added to the same components within the acquiring company’s equity except that any share
capital of the acquired companies is recorded as a part of a separate component of equity (common control reserve).
Any cash consideration for such acquisitions is recognised as a liability to or a reduction of receivables from related
parties, with a corresponding reduction in equity (common control reserve), from the deemed acquisition date until the cash
consideration is paid.
Acquirer company shares issued in consideration for the acquired businesses are recognised as an increase in equity
(common control reserve) at the deemed acquisition date. The share capital of the acquirer company is increased when it is
legally issued with a corresponding decrease in equity (common control reserve). Any inter-company assets and liabilities,
equity, income, expenses and cash flows that occurred as from the deemed acquisition date are eliminated in full.
The group voluntarily changed this policy during the current financial year from applying the pooling of interest method
prospectively to applying it retrospectively. Refer to note 29 for more information.
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3.5

Investment in associates
An associate is an entity over which the group has significant influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee, but is not control or joint control.
The considerations made in determining significant influence are similar to those necessary to determine control over
subsidiaries.
Under the equity method, the investment in an associate is initially recognised at cost. The carrying amount of the investment
is adjusted to recognise changes in the group’s share of net assets of the associate since the acquisition date. Goodwill
relating to the associate is included in the carrying amount of the investment and is not tested for impairment individually.
Any excess of the group’s share of the net fair value of the associate’s identifiable assets and liabilities over the cost of the
associate is included as income in the group’s share of profit or loss from associate in the period in which the associate is
acquired.
The statement of profit or loss reflects the group’s share of the results of operations of the associate. Any change in OCI of
those investees is presented as part of the group’s OCI. In addition, when there has been a change recognised directly in
the equity of the associate, the group recognises its share of any changes, when applicable, in the statement of changes in
equity. Unrealised gains and losses resulting from transactions between the group and the associate are eliminated to the
extent of the interest in the associate.
The aggregate of the group’s share of profit or loss of an associate is shown on the face of the statement of profit or
loss outside operating profit and represents profit or loss after tax and non-controlling interests in the subsidiaries of the
associate.
The financial statements of the associate are prepared for the same reporting period as the group. When necessary,
adjustments are made to bring the accounting policies in line with those of the group.
After application of the equity method, the group determines whether it is necessary to recognise an impairment loss on
its investment. At each reporting date, the group determines whether there is objective evidence that the investment in the
associate is impaired. If there is such evidence, the group calculates the amount of impairment as the difference between
the recoverable amount of the associate and its carrying value, and then recognises the loss within ‘Share of profit of an
associate’ in the statement of profit or loss.

3.6

Taxes
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to taxation authorities. The tax rates and laws used to compute the amount are those that are enacted, or
substantively enacted at the reporting date.
Current income tax relating to items recognised directly in equity is recognised in equity and not in profit or loss. Management
periodically evaluates positions taken in the tax returns where applicable tax regulations are subject to interpretation and
establishes provisions where appropriate.
Deferred taxation
Deferred taxation is provided using the liability method on all temporary differences between the tax bases of assets and
liabilities and their carrying amounts at the reporting date. Deferred tax liabilities are recognised for all taxable temporary
differences except:
•

where the deferred tax liability arises from the initial recognition of goodwill of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting nor taxable profit or loss;
and

•

in respect of taxable temporary differences associated with investments in subsidiaries and interests in joint ventures,
where the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax credits and unused
tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary
differences, the carry-forward of unused tax credits, and unused tax losses can be utilised:
•

except where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting nor taxable profit or loss; and

•

in respect of deductible temporary differences associated with investments in subsidiaries and interests in joint ventures,
deferred tax assets are only recognised to the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised. Deferred tax
assets and liabilities are only offset if there is a legally enforceable right to offset current tax and the asset or liability relates
to the same taxation authority and the same taxable entity.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
reporting date.
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Tax relating to items recognised directly in equity are also recognised directly in equity and not in the statement of
comprehensive income.
Value added tax (VAT)
Expenses and assets are recognised net of VAT, except:

3.7

•

when the VAT incurred on a purchase of assets or services is not recoverable from SARS, in which case, the VAT is
recognised as part of the cost of acquisition of the asset or as part of the expense item, as applicable; and

•

receivables and payables which are stated inclusive of VAT. The net amount of sales tax recoverable from, or payable
to, SARS is included as part of receivables or payables in the statement of financial position.

Property, plant and equipment
Property plant and equipment are stated at cost less accumulated depreciation and accumulated impairment. Property
plant and equipment are depreciated on the straight line basis at rates estimated to write each asset down to their residual
value over the term of its useful life.
Initial and subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the group and the
cost of the item can be measured reliably. All other repairs and maintenance are charged to profit or loss during the financial
period in which they are incurred.
All assets are depreciated from the date they are available for use, on a straight line basis, to allocate their cost to their
residual value over their estimated useful life. Depreciation ceases at the earlier of either the date the asset is classified as
held for sale or the date the asset is derecognised.
The estimated useful lives are as follows:
– Computer equipment
– Office equipment
– Improvements to leased premises
– Motor vehicles
– Furniture and fittings

3 years
5 – 6 years
6 years, or if shorter the remaining lease term
4 – 5 years
5 – 6 years

The residual values, useful lives and depreciation methods of property plant and equipment are reviewed at each reporting
date and adjusted if appropriate. At each reporting date it is assessed whether there is any indication that an asset may be
impaired. If any such indication exists, the recoverable amount is estimated. Where carrying values exceed the estimated
recoverable amounts, tangible assets are written down to their recoverable amounts and the impairment is recognised in
profit or loss immediately.
An asset is derecognised upon disposal or when no future economic benefits are expected from its use or disposal. Gains
and losses on disposal are determined by comparing the proceeds with the carrying amount. These gains or losses are
included in profit or loss in the period of derecognition.
3.8

Intangible assets
Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired
in a business combination is its fair value as at the date of acquisition. Following initial recognition, intangible assets are
carried at cost less accumulated amortisation and accumulated impairment losses, if any. Internally generated intangible
assets, excluding capitalised development costs, are not capitalised and expenditure is reflected in profit or loss in the year
in which the expenditure is incurred.
The useful lives of intangible assets are assessed as either finite or indefinite.
Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for an intangible asset with a finite useful life is reviewed at least at
the end of each reporting period. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset is accounted for by changing the amortisation period or method, as appropriate,
and are treated as changes in accounting estimates. The amortisation expense on intangible assets with finite lives is
recognised in profit or loss in the expense category consistent with the function of the intangible assets.
Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either individually or
at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine whether the indefinite
life continues to be supportable. If not, the change in useful life from indefinite to finite is made on a prospective basis.
The estimated useful lives are as follows:
– Computer software
– Licences

2 years
Indefinite

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset is derecognised.
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3.9

Inventories
Inventories comprise merchandise for resale and are valued at the lower of cost determined on a weighted average moving
cost basis and net realisable value. Net realisable value is the estimated selling price in the ordinary course of business,
less estimated costs necessary to make the sale. The cost of merchandise sold includes normal shrinkage, wastage and
inventory losses. Obsolete and slow moving inventories are identified and written down to their net realisable value. The
carrying amount of inventory is recognised as an expense in the period in which the related revenue is recognised.

3.10

Share capital
Ordinary share capital represents the par value of ordinary shares issued.

3.11

Impairment of non-financial assets
At each reporting date, the carrying amounts of tangible and intangible assets are reviewed to determine whether there
is any indication that those assets may be impaired. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable
amount for an individual asset, the recoverable amount is determined for the cash generating unit (CGU) to which the asset
belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to
individual CGUs, or otherwise they are allocated to the smallest group of CGUs for which a reasonable and consistent
allocation basis can be identified.
The recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the
estimated future cash flows per the management accounts for the next five years are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. In determining fair value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used.
If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying amount of
the asset (or CGU) is reduced to its recoverable amount. Impairment losses are recognised as an expense immediately in
profit or loss.
An assessment is made at each reporting date to determine whether there is an indication that previously recognised
impairment losses no longer exist or have decreased. If such indication exists, the asset’s or CGUs recoverable amount is
estimated.
Where an impairment loss subsequently reverses, the carrying amount of an asset (or CGU) is increased to the revised
estimate of its recoverable amount. This is done so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset (or CGU) in prior years. A reversal
of an impairment loss is recognised immediately in profit or loss.
For goodwill and intangible assets that have an indefinite useful life, the recoverable amount is estimated at each reporting
date. Whenever the carrying amount of an asset or its CGU exceeds its recoverable amount, an impairment loss is
recognised in profit or loss. As goodwill is not capable of generating cash flows independently of other assets, in assessing
the recoverable amount of goodwill, it is allocated to CGUs on a reasonable and consistent basis. The recoverable amount
of the CGU (including an allocation of goodwill) is assessed with reference to the future cash flows of the CGU. Where an
impairment is identified for a CGU, the impairment is applied first to the goodwill allocated to the CGU and then to other
assets on a pro rata basis comprising the CGU, provided that each identifiable asset is not reduced to below its recoverable
amount.

3.12

Financial assets and liabilities
Initial recognition
Financial instruments, or their component parts, are classified on initial recognition as financial assets, financial liabilities or
equity instruments in accordance with the substance of the contractual arrangement.
All regular way purchases and sales of financial assets are recognised on the trade date, which is the date that the group
commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by regulation or convention in the marketplace.
Financial assets and liabilities recognised on the statement of financial position include cash and cash equivalents, trade
and other receivables, trade and other payables and loans and borrowings. The particular recognition methods adopted
are disclosed in the individual policy statements associated with each item.
Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and on hand and short term deposits with an original maturity of three
months or less, and are measured at amortised cost.
For the purposes of the cash flow statements, cash and cash equivalents consist of cash and cash equivalents as defined
above, net of outstanding short term bank borrowings as overdrafts are an integral part of the group’s cash management
policies.
Cash and cash equivalents are recognised initially at fair value plus transaction costs that are attributable to the acquisition
of the financial asset.
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Trade and other receivables
Trade receivables, which generally have seven to thirty day terms, are recognised and carried at original invoice value less
an allowance for uncollectable amounts. Provision is made when there is objective evidence that the group will not be able
to collect the debts. Where the effect of the time value of money is significant, receivables have been reflected at amortised
cost using the effective interest rate method. Bad debts are written off when identified.
Trade and other payables
Trade and other payables are recognised initially at fair value net of directly attributable transaction costs.
Loans and borrowings
All loans and borrowings are initially recognised at the fair value of the consideration received net of issue costs associated
with the borrowing.
Subsequent measurement
Loans and receivables (including trade and other receivables and cash and cash equivalents)
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. After initial measurement, such financial assets are subsequently measured at amortised cost using the
effective interest rate (EIR) method, less impairment. Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is included in finance
income in the statement of profit or loss. The losses arising from impairment are recognised in the statement of profit or loss
in finance costs for loans and in other operating expenses for receivables.
Loans and borrowings (including trade and other payables)
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the EIR
method. Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the EIR
amortisation process.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. The EIR amortisation is included as finance costs in profit or loss.
Derecognition of financial assets and liabilities
Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised
when:
•

the rights to receive cash flows from the asset have expired;

•

the right to receive cash flows from the asset is retained, but has assumed an obligation to pay them in full without
material delay to a third party under a ‘pass through’ arrangement; or

•

the rights to receive cash flows from the asset have been transferred and either (a) has transferred substantially all the
risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

Where the rights to receive cash flows from an asset has been transferred but all the risks and rewards of the asset has
been substantially transferred or retained nor has control of the asset been transferred, the asset is recognised to the extent
of continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the maximum amount of consideration that could
be required to be repaid.
Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in
profit or loss.
Impairment of financial assets
At each reporting date it is assessed whether a financial asset or group of financial assets are impaired.
Assets carried at amortised cost
If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred,
the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future expected credit losses) discounted at the financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial recognition). The carrying amount of the asset is reduced through use of
an allowance account. The amount of the loss is recognised in profit or loss.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in profit or loss.
In relation to trade and other receivables, a provision for impairment is made when there is objective evidence (such as
default or delinquency in payments, the probability of insolvency or significant financial difficulties of the debtor or group of
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debtors) that all of the amounts due under the original terms of the invoice will not be collected. If the group determines that
no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment.
The carrying amount of the receivable is reduced through use of an allowance account. Impaired debts are derecognised
when they are assessed as uncollectible.
Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position if, and
only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net
basis, to realise the assets and settle the liabilities simultaneously.
Fair value measurement
In addition to the financial instruments carried at fair value (available for sale financial instruments), the fair values of
financial instruments measured at amortised cost are disclosed should it be determined that the carrying value of these
instruments does not reasonably approximate their fair value at each reporting date.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.
The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes
place either:
•

In the principal market for the asset or liability, or

•

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

The principal or the most advantageous market must be accessible by the group.
The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in their economic best interest. A fair value measurement of a
non-financial asset takes into account a market participant’s ability to generate economic benefits by using the asset in
its highest and best use or by selling it to another market participant that would use the asset in its highest and best use.
The valuation techniques that are used to measure fair value are appropriate in the circumstances and for which sufficient
data is available, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the annual consolidated financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:
•

Level 1

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

•

Level 2	Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable

•

Level 3	Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the annual consolidated financial statements at fair value, or for which the fair
value is disclosed, on a recurring basis, it is determined whether transfers have occurred between the levels in the hierarchy
by re-assessing categorisation (based on the lowest level input that is significant to the fair value measurement as a whole)
at the end of each reporting period.
3.13

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Turnover comprises sales of fast moving
consumer goods, net of returns, discounts, and is stated exclusive of value-added tax. Revenue is recognised when the
significant risks and rewards of ownership of the goods have passed to the buyer and the amount can be reliably measured.
Significant risk and rewards of ownership are transferred when the customer takes ownership of the goods and the group
has no continued management involvement. For retail sales this generally occurs when the customer takes delivery at the
point of sale. For wholesale transactions this generally occurs when the goods are delivered to the customer.
Interest income is recognised utilising the effective interest rate, being the rate that exactly discounts the estimated future
cash receipts over the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying
amount of the financial asset. Interest income is included in finance income in profit or loss.
Dividend income is recognised when the right to receive payment is established.

3.14

Loyalty benefit point scheme
The group operates a loyalty scheme which allows retail customers to accumulate points that entitle them, subject to certain
criteria, to use these points in the future in any store in exchange for goods or services. The fair value which includes
the expected redemption rate attributed to the points awarded, is deferred as a liability and recognised as revenue on
redemption of the points by customers. The group experiences low levels of unredeemed loyalty points due to the ease with
which customers can redeem them at point of sale.

3.15

Cost of sales
Cost of sales includes the cost of merchandise and all direct overheads related to the distribution of fast moving consumer
goods.
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3.16

Leases
The determination of whether an arrangement is, or contains a lease, is based on the substance of the arrangement at the
inception date and depends on whether the fulfilment of the arrangement is dependent on the use of a specific asset, and
whether the arrangement conveys the right to use the asset.
A lease is classified at the inception date as a finance lease or an operating lease.
Finance leases, which transfer to the lessee substantially all the risks and rewards incidental to ownership of the leased
item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the lease liability
so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly
against profit or loss. Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or
the lease term, if it is not reasonably certain that ownership will transfer at the end of the lease.
Leases where the lessor retains substantially all the risks and rewards of ownership of the asset are classified as operating
leases. Operating lease rentals with fixed escalation clauses are charged to profit or loss on a straight line basis over the
term of the leases.

3.17

Employee obligation
Short term employee obligations are measured at the undiscounted amount required to settle the present obligation at the
reporting date.
Included in short term employee obligations are bonus and leave pay.
The expected cost of short-term employee benefits are recognised in the form of paid absences as follows:
•

in the case of accumulating paid absences, when the employees render service that increases their entitlement to future
paid absences.

•

in the case of non-accumulating paid absences, when the absences occur.

The expected cost of profit-sharing and bonus payments are recognised when, and only when:
•

there is a present legal or constructive obligation to make such payments as a result of past events; and

•

a reliable estimate of the obligation can be made.

A present obligation exists when, and only when, there is no realistic alternative but to make the payments.
When an employee has rendered service to the group during a period, the group shall recognise the contribution payable
to a defined contribution plan in exchange for that service as a liability (accrued expense), after deducting any contribution
already paid.
3.18

Headline earnings per share
Headline earnings per share is (HEPS) determined as per the JSE Listing Requirements as set out in the HEPS circular.

3.19

Segments
An operating segment is defined as a component of an entity that engages in business activities from which it may earn
revenues and incur expenses whose operating results are regularly reviewed by the entity’s chief operating decision maker
in order to make decisions about resources to be allocated to the segment and assess its performance and for which
discrete financial information is available.

3.20

Significant accounting estimates, judgements and assumptions
The presentation of the results of operations, financial position and cash flows in these annual financial statements of the
group is dependent upon and sensitive to the accounting policies, assumptions and estimates that are used as a basis
for the preparation of these financial statements. Management has made certain judgements in the process of applying
the group’s accounting policies. These, together with the key assumptions concerning the future, and other key sources of
the estimation uncertainty at the reporting date, are discussed below:
Advertising agreements
The group enters into cooperative advertising agreements with its suppliers. A cooperative advertising agreement provides
that the manufacturer will participate in the advertising cost of the group. Significant judgement is required to determine
whether the reimbursement of advertising costs received by the group from the manufacturer should be accounted for as
other income or as a reduction against cost of sales.
The group accounts for the reimbursement as part of “other income” (note 6) when both of the following criteria are met:
•

The manufacturer receives, or will receive, an identifiable advertising service in exchange for the reimbursement.
In order to meet this condition, the advertising service must be sufficiently separable from the group’s purchase of the
manufacturer’s products such that the manufacturer could have entered into an exchange transaction with a party other
than a purchaser of its products or services in order to receive that advertising service.

•

The group can reasonably estimate the fair value of the advertising services. If the amount of reimbursement paid by
the manufacturer exceeds the estimated fair value of the advertisement services, that excess amount is characterised
as a reduction of cost of sales when recognised in the group’s income statement.
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Loyalty benefit point scheme
Loyalty benefit points are redeemed through additional sales to customers. Historical redemption rates of the points are
used to determine the extent to which the points which are accrued by customers are likely to be redeemed and therefore
the extent they are provided for.
As mentioned above, the group experiences low levels of unredeemed loyalty points due to the ease with which customers
can redeem them at point of sale. The points are derecognised upon redemption by the customers.
3.21

New and amended standards and interpretations effective for the period ended 29 February 2016
The following new or revised standards became effective in the current period but had no significant impact on the financial
position or performance of the group except for disclosure:
Standard/
Interpretation
IFRS 8, Operating
Segments

Amendment

Descriptions

Amendments to
disclosure
requirements

The IASB has issued an amendment to assist in clarifying the aggregation
criteria. Operating segments may be combined/aggregated if aggregation is
consistent with the core principle of the standard, if the segments have similar
economic characteristics and if they are similar in other qualitative respects.
If they are combined, the entity must disclose the economic characteristics
(e.g. sales and gross margins) used to assess whether the segments are
‘similar’.
This amendment has disclosure impact on the group’s results (refer to note 5).
The amendment also clarifies that the reconciliation of segment assets to total
assets is required to be disclosed only if the reconciliation is reported to the
chief operating decision maker, similar to the required disclosure for segment
liabilities.
This amendment did not have any financial impact on the group’s or company’s
results.

3.22

International Financial Reporting Standards issued, not yet effective
The group has not applied various IFRS and IFRIC interpretations that have been issued, but which are not yet effective, and
does not plan on early adoption. These are as follows:

Standard

Pronouncement

Scope

Effective date

IAS 34 Interim
Financial Reporting

Clarification of
disclosure

The amendment allows an entity to present disclosures 1 January 2016
required by paragraph 16A either in the interim audited
annual financial statements or by cross reference to another
report, for example, a risk report, provided that other report
is available to users of the audited annual financial
statements on the same terms as the interim audited annual
financial statements and at the same time.
This amendment is expected to impact the group when
interim results are presented.

IFRS 10 Consolidated Sale of
Financial Statements Contribution of
and IAS 28
Assets between an
Investor and its
Associate or Joint
Venture.

The amendment addresses the inconsistencies between 1 January 2016
the requirements of IFRS 10 Consolidated Financial
Statements and those in IAS 28 dealing with the loss of
control of a subsidiary that is sold or contributed to an
associate or joint venture.
The amendments clarify that the gain or loss resulting from
the sale or contribution of assets that constitute a business,
as defined in IFRS 3: Business combinations, between an
investor and its associate or joint venture, is recognised in
full. Any gain or loss resulting from the sale or contribution
of assets that do not constitute a business, however, is
recognised only to the extent of unrelated investors’
interests in the associate or joint venture.
Management is still assessing the impact of the new
standard.
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Standard

Pronouncement

Scope

IFRS 9 Financial
Instruments

The IASB has
issued the final
version of IFRS 9,
which combines
classification and
measurement, the
expected credit
loss impairment
model and hedge
accounting.

Financial assets are measured at amortised cost, fair value 1 January 2018
through profit or loss, or fair value through other
comprehensive income, based on both the entity’s business
model for managing the financial assets and the financial
asset’s contractual cash flow characteristics.

Effective date

Apart from the ‘own credit risk’ requirements, classification
and measurement of financial liabilities is unchanged from
existing requirements.
Early adoption is permitted.
The impairment requirements in the new standard are
based on an expected credit loss model and replace the
IAS 39 incurred loss model. Entities are required to
recognise either 12-month or lifetime expected credit
losses, depending on whether there has been a significant
increase in credit risk since initial recognition. The
measurement of expected credit losses would reflect a
probability-weighted outcome, the time value of money and
reasonable and supportable information.
Hedge effectiveness testing must be prospective and can
be qualitative, depending on the complexity of the hedge.
A risk component of a financial or non-financial instrument
may be designated as the hedged item if the risk component
is separately identifiable and reliably measureable. The
time value of an option, the forward element of a forward
contract and any foreign currency basis spread can be
excluded from the designation as the hedging instrument
and accounted for as costs of hedging. More designations
of groups of items as the hedged item are possible,
including layer designations and some net positions.
Management is still assessing the impact that the new
standard will have on the classification of financial assets
and impairment assessments.
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Standard

Pronouncement

Scope

IFRS 15 Revenue
from Contracts from
Customers

New standard

IFRS 15 establishes a single, comprehensive framework for 1 January 2018
determining when to recognise revenue and the amount of
revenue to be recognised. IFRS 15 replaces the previous
revenue standards IAS 18 Revenue and IAS 11 Construction
Contracts and the related interpretations IFRIC 13 Customer
Loyalty Programmes, IFRIC 15 Agreements for the
Construction of Real Estate, IFRIC 18 Transfers of Assets
from Customers and SIC-31 Revenue – Barter Transactions
Involving Advertising Services. The new standard:
•

improves the comparability of revenue from contracts
with customers,

•

reduces the need for interpretive guidance to address
emerging revenue recognition issues, and

•

provides more useful information through improved
disclosure requirements.

Effective date

The standard outlines the principles an entity must apply to
measure and recognise revenue. The core principle is that
an entity will recognise revenue at an amount that reflects
the consideration to which the entity expects to be entitled
in exchange for transferring goods or services to a
customer.
The principles in IFRS 15 will be applied using a five-step
model:
1. Identify the contract(s) with a customer
2. Identify the performance obligations in the contract
3. Determine the transaction price
4. Allocate the transaction price to the performance
obligations in the contract
5. Recognise revenue when (or as) the entity satisfies a
performance obligation
In addition to the five-step model, the standard also
specifies how to account for the incremental costs of
obtaining a contract and the costs directly related to
fulfilling a contract.
Application guidance is provided in the standard to assist
entities in applying its requirements to determining the
consideration paid to a customer (particularly with regard to
slotting fee arrangements and co-operative advertising
arrangements), variable consideration, common
arrangements, including licences, warranties, rights of
return, principal-versus-agent considerations, options for
additional goods or services, and breakage.
The new standard is more prescriptive than current IFRS
and the disclosure requirements are more extensive.
Management is still assessing the impact that the new
standard will have on the group’s recognition of revenue,
and additional disclosure is expected.
IFRS 16 Leases

New standard

IFRS 16 will require lessees to recognise most leases “on 1 January 2019
balance sheet” as lease liabilities with corresponding rightof-use assets, similar to what is currently done for finance
leases. Lessees will however, be permitted to make an
accounting policy election, by class of underlying asset, to
apply a method like IAS 17’s operating lease accounting
and not recognise lease assets and lease liabilities for
leases with a lease term of 12 months or less. Lessees will
also be permitted to make an election, on a lease-by-lease
basis, to apply a method similar to current operating lease
accounting to leases for which the underlying asset is of a
low value. The accounting by lessors under the new
standard is substantially unchanged from today’s
accounting.
The Group is still in the process of analysing the impact of
this new standard.
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4.

GROUP INFORMATION
Majority shareholder
The majority shareholder of the group is Ivlyn Proprietary Limited (2015: The Saltzman Family Trust) that holds 68.5% (2015: 68.6%)
of the shares. The shareholders are the same for Ivlyn Proprietary Limited and The Saltzman Family Trust.
Information about subsidiaries
The consolidated financial statements of the Group include (all companies are incorporated in South Africa):
% equity interest
2016
2015

Name
Pharmaceutical retailers
Dis‑Chem Riverside Lifestyle Mall Proprietary Limited
Dis‑Chem Hemmingways Proprietary Limited
Dis‑Chem Cape Road Proprietary Limited
Dis‑Chem Garden Route Mall Proprietary Limited
Dis‑Chem Mooi River Mall Proprietary Limited
Dis‑Chem Ballito Junction Proprietary Limited
Dis‑Chem Krugersdorp Proprietary Limited
Dis‑Chem Brooklyn Mall Proprietary Limited
Dis‑Chem Woodlands Boulevard Proprietary Limited
Dis‑Chem Savannah Mall Proprietary Limited
Dis‑Chem Three Rivers Proprietary Limited
Dis‑Chem Bay side Proprietary Limited
Dis‑Chem The Galleria Amanzimtoti Proprietary Limited
Dis‑Chem Glen Fair Proprietary Limited
Dis‑Chem Jefferey’s Bay Proprietary Limited
Dis‑Chem Flamewood Value Centre Proprietary Limited
Dis‑Chem Nicolway Proprietary Limited
Dis‑Chem Glenacres Proprietary Limited *
Dis‑Chem Festival Mall Proprietary Limited
Dis‑Chem Secunda Proprietary Limited
Dis‑Chem Park Station Proprietary Limited
Dis‑Chem Worcestor Proprietary Limited
Dis‑Chem North Cape Mall Proprietary Limited
Dis‑Chem Highveld Mall Proprietary Limited
The Local Choice Proprietary Limited
Pharma-Logistical Solutions Proprietary Limited
Dis‑Chem Distribution Proprietary Limited
Oncology Proprietary Limited
Wholesaler of pharmaceutical products
CJ Pharmaceutical Enterprises Limited
Marketing activities
CJ Pharmaceutical Marketing Proprietary Limited

2014

83.3
51.0
83.3
51.0
56.7
70.0
51.0
51.0
86.7
100.0
75.0
100.0
80.0
51.0
51.0
66.7
51.0
50.0
100.0
51.0
89.6
95.0
100.0
100.0
50.1
100.0
100.0
100.0

83.3
51.0
83.3
51.0
56.7
70.0
51.0
51.0
86.7
100.0
75.0
100.0
80.0
51.0
51.0
66.7
51.0
50.0
100.0
51.0
89.6
95.0
100.0
100.0
50.1
100.0
100.0
–

83.3
51.0
83.3
51.0
56.7
70.0
51.0
51.0
86.7
100.0
75.0
100.0
80.0
51.0
51.0
66.7
51.0
–
100.0
51.0
–
–
100.0
100.0
50.1
100.0
100.0
–

50.1

50.1

50.1

50.1

50.1

50.1

During the current and prior periods the group opened new stores which exist within a statutory entity. These entities were not
acquired from a third party and therefore were not treated as business combinations.
* Based on supplier and other agreements Dis‑Chem is able to direct the relevant activities of this entity despite only holding 50%.

There were no material non-controlling interests identified within the group in the current and prior financial period. The group
assesses the share of non-controlling interest in profit after tax to be material if the interest is higher than 10% of consolidated profit
after tax.
Associates
The group has a 26% interest in Evening Star Trading Proprietary Limited t/a Nelspruit Pharmaceutical Wholesaler; 30.1% interest in
Limpopo Pharmaceutical Wholesaler and Distributor Proprietary Limited and 35.07% interest in Pharmacy Development Academy
Proprietary Limited.
ACQUISITION OF SUBSIDIARIES
Acquisitions in 2014

Principle activity

Date of acquisition

CJ Pharmaceutical Enterprises Limited
CJ Marketing Proprietary Limited
The Local Choice Proprietary Limited

Pharmaceutical Wholesaler 20 November 2013
Marketing Activities
20 November 2013
Pharmacy Franchise
20 November 2013

Control acquired
50.1%
50.1%
50.1%

On 20 November 2013, the Dis‑Chem Pharmacies Proprietary Limited group acquired 50.1% of the voting shares of
CJ Pharmaceutical Enterprises Limited, CJ Pharmaceutical Marketing Proprietary Limited and The Local Choice Proprietary
Limited, unlisted companies based in South Africa and specialising in the wholesale of pharmaceutical products and marketing
activities.
The group has elected to measure the non-controlling interests in all three of these acquired entities at fair value.
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Assets acquired and liabilities assumed
The fair values of the identifiable assets and liabilities of these companies as at the date of acquisition were:

Assets
Property, plant and equipment
Inventory
Trade receivables
Cash and cash equivalents
Other

Enterprises
R’000

Marketing
R’000

Local Choice
R’000

Total
R’000

7,985
117,085
210,277
–
13,577

1,767
–
3,271
769
540

–
–
–
1,348
1,100

9,752
117,085
213,548
2,117
15,217

348,924

6,347

2,448

357,719

Liabilities
Cash and cash equivalents
Trade payables
Loans
Other

(41,274)
(209,008)
–
(6,656)

–
–
–
(2,287)

–
(80)
(6,708)
–

(41,274)
(209,088)
(6,708)
(8,943)

Total identifiable net assets at fair value
Non-controlling interest at fair value of net assets
Goodwill arising on acquisition

(256,938)
91,986
(45,901)
19,328

(2,287)
4,060
(2,026)
1,087

(6,788)
(4,340)
2,166
2,174

(266,013)
91,706
(45,761)
22,589

65,413

3,121

Purchase consideration transferred

–

68,534

The goodwill comprises the value of expected synergies arising from the acquisition which is not separately recognised.
Enterprises
R’000
Net cash acquired with the subsidiary
Cash paid
Net cash flow on acquisition

Marketing
R’000

Local Choice
R’000

Total
R’000

(41,274)
(65,413)

769
(3,121)

1,348
–

(39,157)
(68,534)

(106,687)

(2,352)

1,348

(107,691)

From the date of acquisition (20 October 2013), the following revenue and profit before tax was contributed to the group:

Revenue
Profit/(loss) per tax

Enterprises
R’000

Marketing
R’000

1,074,599
22,032

31,680
3,111

Local Choice
R’000
673
(1,655)

Total
R’000
1,106,952
23,488

If the acquisitions had taken place at the beginning of the year, the following revenue and profit before tax would have been
contributed to the group:

Revenue
Profit/(loss) per tax
5.

Enterprises
R’000

Marketing
R’000

1,430,476
21,595

39,732
2,021

Local Choice
R’000
916
(2,244)

Total
R’000
1,471,124
21,372

SEGMENTAL INFORMATION
The group has identified two reportable segments. The following describes the operations in each of the reportable segments:
Retail
Retail consists of the Dis‑Chem stores, retailers of pharmaceutical and a variety of health and beauty products, as well as Pharmalogistic Services and Oncology, retailers of pharmaceutical products.
All retail stores have been aggregated into one segment as they have similar economic characteristics and products and services,
type of customer and distribution methods are similar in nature.
Wholesale
Wholesale consists of the CJ Wholesale and Dis‑Chem Distribution businesses, wholesalers of pharmaceutical and a variety of
health and beauty products.
The wholesale subsidiaries have been aggregated into one segment as they have similar economic characteristics and products
and services, type of customer and distribution methods are similar in nature.
There are no external customers that account for more than 10% of the group’s revenue in the current and prior financial year.
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Geographic information
The group only operates in one principal geographical area, that being South Africa.
2016
Retail
R’000

Wholesale
R’000

Intergroup
R’000

13,573,393
–

1,487,900
7,444,913

–
(7,444,913)

15,061,293
–

13,573,393
(10,329,480)

8,932,813
(8,169,741)

(7,444,913)
6,964,688

15,061,293
(11,534,533)

3,243,913
430,134
(2,660,048)
(113,585)
(14,109)
1,013,999

763,072
96,783
(751,492)
(37,189)
(75,042)
108,363

(480,225)
(87,241)
502,556
–
–
(64,910)

3,526,760
439,676
(2,908,984)
(150,774)
(89,151)
1,057,452

Capital expenditure
Total assets
Total liabilities

(155,156)
3,812,444
3,131,629

(69,495)
3,312,618
1,938,148

–
(1,955,229)
(739,627)

(224,651)
5,169,833
4,330,150

Increase in turnover
Comparable stores turnover growth
Gross profit margin
EBITDA margin
Operating margin
Sales price inflation

1,965,453
8.5%
23.9%
7.5%
6.6%

2,575,665
–
8.5%
1.2%
0.8%

(2,390,419)

2,150,699
8.5%
23.4%
7.0%
6.0%
4.8%

Retail
R’000

Wholesale
R’000

Intergroup
R’000

External customers
Inter-segment

11,607,940
–

1,302,654
5,054,494

–
(5,054,494)

12,910,594
–

Total turnover
Cost of Sales

11,607,940
(8,835,999)

6,357,148
(5,811,471)

(5,054,494)
4,730,452

12,910,594
(9,917,018)

Gross profit
Other income
Other expenses (excl. depreciation and amortisation)
Depreciation and amortisation
Net finance costs
EBITDA

2,771,941
371,649
(2,278,057)
(91,346)
(9,384)
865,533

545,677
39,063
(632,997)
(31,033)
(9,680)
(48,257)

(324,042)
(45,898)
351,491
–
–
(18,449)

2,993,576
364,814
(2,559,563)
(122,379)
(19,064)
798,827

Capital expenditure
Total assets
Total liabilities

(145,523)
2,075,586
1,637,138

(66,421)
2,096,212
1,165,907

–
(638,828)
(571,615)

(211,944)
3,532,970
2,231,430

Increase in turnover
Comparable stores turnover growth
Gross profit margin
EBITDA margin
Operating margin
Sales price inflation

1,620,489
10.6%
23.9%
7.5%
6.7%

2,487 972
–
8.6%
(0.8%)
(1.3%)

(1,518,866)

External customers
Inter-segment
Total turnover
Cost of Sales
Gross profit
Other income
Other expenses (excl. depreciation and amortisation)
Depreciation and amortisation
Net finance costs
EBITDA

Total
R’000

2015
Total
R’000

2,589,595
10.6%
23.2%
6.2%
5.2%
5.0%
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2014
Retail
R’000

Wholesale
R’000

Intergroup
R’000

9,987,451
–

333,548
3,535,628

–
(3,535,628)

10,320,999
–

Total turnover
Cost of Sales

9,987,451
(7,664,370)

3,869,176
(3,480,704)

(3,535,628)
3,299,627

10,320,999
(7,845,447)

Gross profit
Other income
Other expenses (excl. depreciation and amortisation)
Depreciation and amortisation
Net finance costs
EBITDA

2,323,081
308,083
(1,901,071)
(91,119)
2,304
730,093

388,472
17,188
(399,190)
(13,694)
(3,768)
6,470

(236,001)
(34,538)
249,678
–
–
(20,861)

2,475,552
290,733
(2,050,583)
(104,813)
(1,464)
715,702

(47,786)
1,848,624
1,645,920

(42,273)
1,603,316
733,430

–
(495,190)
(427,690)

(90,059)
2,956,750
1,951,660

External customers
Inter-segment

Capital expenditure
Total assets
Total liabilities
Comparable stores turnover growth
Gross profit margin
EBITDA margin
Operating margin

13%
23.3%
7.3%
6.4%

–
10.0%
0.2%
(0.2%)

Total
R’000

13%
24.0%
6.9%
5.9%

During the 2017 financial period, the composition of the financial information reviewed by the chief operating decision maker was
amended to incorporate the performance of its operating segments through a change in the allocation of rebates and fees earned
by the wholesale segment between the two operating segments. The changes to the segment measures have been considered by
the group under the general principles of IAS 1.41 which requires comparatives to be restated when a reclassification of financial
information is performed. This has resulted in the revenue line item previously reported in the segments being restated in order to
show the effect of this change. The following table shows the impact of this restatement:
2016
Retail
R’000

Wholesale
R’000

Intergroup
R’000

Total
R’000

Turnover – previously reported
Change in fees charged

13,573,393
–

9,237,646
(304,833)

(7,749,746)
304,833

15,061,293
–

Turnover

13,573,393

8,932,813

(7,444,913)

15,061,293

EBITDA – if previously reported
Change in fees charged

374,144
639,855

748,218
(639,855)

(64,910)
–

1,057,452
–

EBITDA

1,013,999

108,363

(64,910)

1,057,452

2015
Retail
R’000

Wholesale
R’000

Intergroup
R’000

Total
R’000

Turnover – previously reported
Change in fees charged

11,750,656
(142,716)

6,602,980
(245,832)

(5,443,042)
388,548

12,910,594
–

Turnover

11,607,940

6,357,148

(5,054,494)

12,910,594

EBITDA – if previously reported
Change in fees charged

349,059
516,474

468,217
(516,474)

(18,449)
–

798,827
–

EBITDA

865,533

(48,257)

(18,449)

798,827

2014
Retail
R’000

120

Wholesale
R’000

Intergroup
R’000

Total
R’000

Turnover – previously reported
Change in fees charged

9,987,451
–

4,117,933
(248,757)

(3,784,385)
248,757

10,320,999
–

Turnover

9,987,451

3,869,176

(3,535,628)

10,320,999

(20,861)
–

715,702
–

(20,861)

715,702

EBITDA – if previously reported
Change in fees charged

402,170
327,923

EBITDA

730,093

334,393
(327,923)
6,470

6.

REVENUE
Turnover
Finance income
Other income
– Advertising income
– Commission income
– Franchisee income
– Marketing
– Data fees
– Profit on sale of assets
– Release of straight-lining
– Other

2016
R’000

2015
R’000

2014
R’000

15,061,293
7,315
439,676

12,910,594
6,416
364,814

10,320,999
7,286
290,733

163,801
23,115
3,116
39,873
58,579
19,244
91,602
40,346

176,380
26,960
–
59,747
66,151
301
–
35,275

127,845
23,887
4,666
44,649
57,864
–
–
31,822

15,508,284

13,281,824

10,619,018

Turnover comprises sales to customers and excludes value added tax.
Other consists of rental income, conference income and other sundry income.
7.

PROFIT BEFORE TAXATION
Profit before taxation has been determined after taking into account the
following:
Expenses
Depreciation of tangible assets
Amortisation of intangible assets
Computer expenses
Advertising expenses
Commission
Donations
Security
Foreign exchange loss/(gain)
Occupancy costs

143,761
7,013
107,312
222,008
127,577
30,441
55,200
22
434,633

118,778
3,601
101,645
178,047
157,227
25,308
46,168
(783)
448,076

103,020
1,793
80,336
112,210
136,245
10,445
40,373
4,880
343,616

– Lease payments
– Other (including electricity and rates)

301,729
132,904

337,971
110,105

248,845
94,771

Employee benefits

1,675,961

1,389,973

1,121,473

– Salaries and benefits
– Pension costs
– Medical aid
– Leave pay
– Other

1,518,716
46,286
28,028
10,683
72,248

1,254,691
37,951
23,797
19,788
53,746

1,011,993
35,948
21,109
12,372
40,051

NET FINANCING COSTS
Finance income

7,315

6,416

7,286

– Bank accounts
– Other

6,506
809

5,576
840

6,401
885

For details on directors’ emoluments and key management personnel refer to
notes 31 and 26 respectively.
8.

Finance costs

(96,466)

(25,480)

(8,750)

– Bank overdraft
– SARS
– Other
– Finance lease

(25,651)
(610)
(447)
(69,758)

(12,638)
(12,334)
(508)
–

(8,727)
(16)
(7)
–

Net financing costs

(89,151)

(19,064)

(1,464)
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2016
R’000
9.

2015
R’000

2014
R’000

220,426
(8,100)

203,069
–

202,561
–

4,201
25,589

(15,517)
–

(20,465)
–

242,116

187,552

182,096

Reconciliation of tax rate
Standard tax rate
Prior year adjustment (deferred and current)
Adjusted for permanent differences:
Non-taxable:
– ETI and learnerships
– Tenant allowance
Non-deductible:
– Legal fees
– SARS interest
– Other
– s18A donations carried forward

%
28.00
2.14

%
28.00
–

%
28.00

–
–

–
–

0.03
0.02
(0.59)
0.87

0.09
0.53
(0.09)
–

0.16
–
1.72
–

Effective tax rate

29.60

28.53

29.88

TAXATION
South African normal tax
Current income tax
– Current year
– Prior year overprovision
Deferred tax
– Attributable to temporary differences
– Prior year adjustment*

(0.71)
(0.16)

Other consists mainly of fines and consulting fees.
* Immaterial prospective adjustment to deferred tax.

10.

EARNINGS PER SHARE
This is the first year of disclosure relating to earnings per share due to the potential listing of the group. The comparative amounts
have been included for reference purposes as these amounts do not represent the numbers that would have been reported in the
prior period, had earnings per share been disclosed, as the amounts have been retrospectively adjusted, due to the change in
accounting policy (refer to note 29).
The calculation of headline earnings per share is based on the weighted average number of ordinary shares. The calculation is
reconciled as follows:
Profit attributable to equity holders of the parent (basic and diluted)
Adjusted for (attributable to equity holders of the parent):
– Profit on disposal of property, plant and equipment
– Tax

512,775

Headline earnings

498,232

433,515

408,651

212.0
206.0
212.0
206.0

239.2
239.1
239.2
239.1

231.5
231.6
231.5
231.6

Total numbers of shares in issue at the beginning of the year
Shares issued during the year weighted for the period held
Additional shares through share split

1,212,121
400,084
240,218,750

1,200,000
8,800
180,111,200

1,140,000
36,493
175,297,457

Weighted average number of shares in issue for the year

241,830,750

181,320,000

176,473,950

Earnings per share (cents)
Headline earnings per share (cents)
Diluted earnings per share (cents)
Diluted headline earnings per share (cents)

(20,249)
5,706

433,654
(193)
54

408,593
80
(22)

Reconciliation of shares in issue to weighted average number of shares in issue:

On 30 September 2016, a 150-for-1 share split took place and therefore increased the number of shares in issue. This has been
taken into account in the above calculation of the weighted average number of shares as if the shares were in issue for the whole
period and all earlier periods presented.
The total weighted average number of shares in issue for the year equals the total weighted average diluted number of shares in
issue for the year as the group has no share options or other instruments that would result in a dilutive impact.
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11.

PROPERTY, PLANT AND EQUIPMENT
Leased
Computer
Land and
hardware
Buildings
2016
R’000
R’000

Office
equipment*
R’000

Leasehold
improve- Furniture and
ments
fixtures#
R’000
R’000

Motor
vehicles
R’000

Total
R’000
1,547,357

Cost

153,825

619,000

83,962

385,607

264,719

40,244

Opening balance
Additions
Disposals

126,427
33,703
(6,305)

–
619,000
–

95,243
26,703
(37,984)

359,762
42,957
(17,112)

213,515
98,367
(47,163)

56,112
9,679
(25,547)

851,059
830,409
(134,111)

Accumulated
depreciation

(107,987)

(9,857)

(58,154)

(289,661)

(142,840)

(19,879)

(628,378)

(93,496)
(20,045)
5,554

–
(9,857)
–

(67,991)
(13,101)
22,938

(256,634)
(41,660)
8,633

(115,728)
(50,882)
23,770

(25,809)
(8,216)
14,146

(559,658)
(143,761)
75,041

609,143

25,808

95,946

121,879

20,365

918,979

2015

Computer
hardware
R’000

Office
equipment*
R’000

Leasehold
improve- Furniture and
ments
fixtures#
R’000
R’000

Motor
vehicles
R’000

Total
R’000

Cost

126,427

95,243

359,762

213,515

56,112

851,059

92,818
33,875
(266)

80,259
15,451
(467)

304,962
54,813
(13)

124,279
89,636
(400)

49,057
8,481
(1,426)

651,375
202,256
(2,572)

Accumulated depreciation

(93,496)

(67,991)

(256,634)

(115,728)

(25,809)

(559,658)

Opening balance
Current charge
Disposals

(81,619)
(12,143)
266

(50,284)
(18,174)
467

(210,933)
(45,706)
5

(82,135)
(33,993)
400

(18,470)
(8,762)
1,423

(443,441)
(118,778)
2,561

Net carrying value

32,931

27,252

103,128

97,787

30,303

291,401

2014

Computer
hardware
R’000

Office
equipment*
R’000

Leasehold
improve- Furniture and
ments
fixtures#
R’000
R’000

Motor
vehicles
R’000

Total
R’000

Cost

92,818

80,259

304,962

124,279

49,057

651,375

Opening balance
Additions
Disposals

88,773
7,685
(3,640)

61,377
19,602
(720)

282,010
22,952
–

109,584
15,278
(583)

21,688
28,668
(1,299)

563,432
94,185
(6,242)

Accumulated depreciation

(81,619)

(50,284)

(210,933)

(82,135)

(18,470)

(443,441)

Opening balance
Current charge
Disposals

(72,011)
(11,374)
1,766

(39,468)
(11,526)
710

(162,563)
(48,370)
–

(55,797)
(26,914)
576

(14,798)
(4,836)
1,164

(344,637)
(103,020)
4,216

Net carrying value

11,199

29,975

94,029

42,144

30,587

207,934

Opening balance
Current charge
Disposals
Net carrying
value

45,838

Opening balance
Additions
Disposals

*	Includes air conditioners, security equipment, medical and clinic equipment, office equipment, PABX, machinery and equipment.
#

Includes salon equipment, fixtures and fittings, shop equipment, signs, low value assets and furniture.

Motor vehicles held under finance leases amounts to R5.6 million (2015: R6.1 million; 2014: R5.6 million). These motor vehicles are
held as security for the finance leases.
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12.

INTANGIBLE ASSETS
Computer
software
R’000

Licences with
indefinite
useful life
R’000

Goodwill
R’000

Total
R’000

2016
Cost

29,535

3,181

20,414

53,130

Opening balance
Additions
Disposals

19,045
13,242
(2,752)

3,181
–
–

20,414
–
–

42,640
13,242
(2,752)

Accumulated amortisation

(17,877)

–

–

(17,877)

Opening balance
Current charge
Disposals

(11,234)
(7,013)
370

–
–
–

–
–
–

(11,234)
(7,013)
370

Net carrying value

11,658

3,181

20,414

35,253

2015
Cost

19,045

3,181

20,414

42,640

9,495
9,550
–

3,181
–
–

20,414
–
–

33,090
9,550
–

(11,234)

–

–

(11,234)

Opening balance
Current charge
Disposals

(7,633)
(3,601)
–

–
–
–

–
–
–

(7,633)
(3,601)
–

Net carrying value

7,811

3,181

20,414

31,406

2014
Cost

9,495

3,181

20,414

33,090

Opening balance
Additions

5,919
3,576

3,181
–

–
22,588

9,100
26,164

(2,174)
–

(2,174)
(7,633)

Opening balance
Additions
Disposals
Accumulated amortisation

Impairment
Accumulated amortisation

–
(7,633)

–
–

Opening balance
Current charge

(5,840)
(1,793)

–
–

–
–

Net carrying value

1,862

3,181

20,414

25,457

2016
R’000

2015
R’000

2014
R’000

19,327
1,087

19,327
1,087

19,327
1,087

20,414

20,414

20,414

2,781
400

2,781
400

2,781
400

3,181

3,181

3,181

(5,840)
(1,793)

Carrying amount of goodwill and licences allocated to each of the CGUs:

Goodwill
CJ Pharmaceutical Enterprises Limited
CJ Pharmaceutical Marketing Proprietary Limited
Licences
Dis‑Chem Pharmacies Proprietary Limited
Dis‑Chem Cape Road Proprietary Limited

The licences relate to the trading of Dis‑Chem Pharmacies and Dis‑Chem Cape Road. As there is no foreseeable limit to the period
over which these companies will trade, the licence is considered to have an indefinite useful life. This assumption is re-assessed
each period and no impairment is required in the current or prior period.
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The recoverable amount of the above CGU’s as at the reporting date, has been determined based on a value in use calculation
using cash flow projections from financial budgets approved by senior management covering a five-year period. The pre-tax
discount rate applied to cash flow projections is 12.11% and cash flows beyond the five-year period are extrapolated using a
3% growth rate. As a result of the analysis, management did not identify an impairment in the current and prior financial period.
The same discount rate is used for CJ Marketing and CJ Pharmaceutical due to the CJ Marketing’s revenue being dependent on
CJ Pharmaceutical and therefore they share the same economic risk.
The impairment of goodwill in the 2014 financial period relates to The Local Choice Proprietary Limited due to this company not
expected to make profits in the foreseeable future.
No reasonably possible change in assumptions will result in an impairment loss being recognised in the current and prior financial
year.
13.

DEFERRED TAXATION

Deferred taxation asset
Balance at the beginning of the year
Movements during the year
– (Debit)/Credit to income statement
Balance at end of year

2016
R’000

2015
R’000

2014
R’000

138,552

123,035

102,570

(29,790)

15,517

20,465

108,762

138,552

123,035

The deferred tax asset balance is made up as follows:
Employee related obligations
Straight-lining of leases
Deferred revenue and section 24C allowance
Finance lease
Prepayment
Unearned rebate
Assessed losses
Inventory
Other

14.

28,816
52,897
4,496
11,053
(265)
–
4,158
6,296
1,311

24,477
73,377
18,296
–
(639)
20,501
2,823
4,667
(4,950)

16,469
57,705
24,981
–
–
17,544
–
6,336
–

108,762

138,552

123,035

1,935
–
–
–

1,610
–
–
–

1,432
100
–
466

1,935

1,610

1,998

INVESTMENTS
Investment in associates
Evening Star Trading Proprietary Limited
Limpopo Pharmaceutical Wholesale and Distribution Proprietary Limited
Pharmacy Development Academy Proprietary Limited
Alpha – Pharm

The associates are not considered to be material to the group. Pharmacy Development Academy Proprietary Limited is in the
process of liquidating, and therefore the investment value is Rnil.
Refer to note 4 for more information on the group structure and percentage holdings of associates and subsidiaries. All other
subsidiaries measured at cost in the separate financial statements and associates in note 4 are immaterial and therefore not
shown above.

15.

INVENTORIES
Finished goods
Costs of inventories recognised as cost of sales

16.

2016
R’000

2015
R’000

2014
R’000

2,806,572

2,334,035

1,925,327

11,534,533

9,917,018

7,845,447

TRADE AND OTHER RECEIVABLES
Trade receivables
Provision for bad debts

452,675
(588)

379,326
–

399,122
–

Net trade receivables
Other receivables
VAT
Prepayment

452,087
284,567
27,743
3,410

379,326
110,788
35,214
82,355

399,122
73,448
24,271
70,652

767,807

607,683

567,493

Trade receivables are non-interest-bearing and are generally on terms of 7 to 30 days.
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Other receivables are non-interest-bearing and generally on terms of 30 days. Other receivables consist of rebates and logistic fee
receivables as well as credit card debtors and other sundry receivables.
As at 28 February 2015 and 2014, no impairment of trade and other receivables was raised as the amount was deemed to be
recoverable.
As at 29 February 2016, the age analysis of trade receivables is as follows:

2016
2015

Total
R’000

Neither past
due nor
impaired
R’000

Past due but not impaired
< 30 days
R’000

30 – 60 days
R’000

452,087
379,326

396,424
329,235

33,010
27,856

11,539
4,454

60 – 90 days 90 – 120 days
R’000
R’000
1,186
8,938

845
1,216

> 120 days
R’000
9,083
7,627

Trade debtors over 120 days in the current year are mainly on payment plans and have been meeting the payment requirements
and therefore not provided for at year end.
No trade debtors for the company are past due nor impaired therefore no age analysis is presented.
Refer to note 27 on credit risk of trade and other receivables.
Group
Trade and other receivable relating to CJ Pharmaceutical Enterprises Limited amounting to R369 million (2015: R235 million) were
pledged as security for the overdraft facilities with Nedbank. These overdraft facilities are to be covered at all times by a gross
debtor book value of R200 million after deduction of any debtor outstanding for 120 days or longer.
17.

18.

SHARE CAPITAL
2016
R’000

2015
R’000

2014
R’000

Authorised
10,000,000 ordinary no par value shares
Issued and fully paid
5,296,308 (2015: 1,212,121; 2014: 1,200,000) ordinary no par value shares

1,352,074

199,101

178,401

Reconciliation of shares issued
Opening balance
Shares issued

199,101
1,152,973

178,401
20,700

89,200
89,201

Closing balance

1,352,074

199,101

178,401

TRADE AND OTHER PAYABLES
Trade payables
Lease straight-lining accrual
Other payables

1,681,241
18,434
54,618

1,191,237
15,974
97,829

1,104,323
12,579
77,591

1,754,293

1,305,040

1,194,493

Trade and other payables are non-interest-bearing and are generally on terms of 7 to 60 days.
Other payables consist of payables relating to payroll as well as general accruals.
Refer to note 27 on liquidity risk management. Refer to notes 23 and 24 for further information on the leases.

126

19.

LOANS RECEIVABLE/(PAYABLE)
Loans receivable
Directors loans
NCI shareholders loans
Related parties (note 25)
Other loans

Other loans mainly relate to loans given to Optipharm, Eurolab, ASU and
Phyto OTC Health which are companies within the pharmaceutical industry.
Loans payable
Directors loans
NCI shareholders loans
Related parties (note 25)
Nedbank
Investec

26,363
8,762
99,309
64,238

1,440
–
42,108
19,410

864
–
–
13,860

198,672

62,958

14,724

–
13,192
13,737
97
–

550
31,585
–
15
–

571
43,435
–
674
300,416

27,026

32,150

345,096

Related party and other loans are considered to be short term in nature as they are payable on demand and do not bear interest.
Loans with subsidiaries and other loans are considered to be short term in nature as they are payable on demand and do not bear
interest. The loan from Investec Limited in 2014 (secured against inventory) attracted interest at 7.45% p.a. The Investec borrowing
in the current period relates to a working capital overdraft facility and therefore is included in bank overdraft.
20.

EMPLOYEE RELATED OBLIGATIONS

Leave pay
Bonus

2016
R’000

2015
R’000

2014
R’000

73,286
29,155

62,597
24,822

42,648
16,166

102,441

87,419

58,814

35,401
41,625

33,429
31,913

58,380
30,839

77,026

65,342

89,219

The bonus is dependent on the group performance as well as individual
ratings. These provisions are dependent on company performance and/or
the movement of staff.
21.

DEFERRED REVENUE
Loyalty benefit points scheme
Gift vouchers

Loyalty benefit points scheme and gift vouchers
Deferred revenue liability is recognised for expected loyalty benefit points and gift vouchers redeemed by customers for purchases
made by participating customers for the loyalty points and gift vouchers purchased for cash during the last three years, based on
past experience of the level of redemptions. It is expected that a majority of these will be redeemed in the next financial year and
all will have been redeemed within two years of the reporting date. Assumptions used to calculate the liability are based on current
redemption rates at existing stores which are between 80% and 90% (2015: 80% and 90%; 2014: 60% and 70%).

127

22.

FINANCE LEASE LIABILITY

Minimum payments due
– Within one year
– Within five years
– Over five years
Less: future finance charges
Present value of minimum payments
Present value of minimum payment due:
– Within one year
– Within five years
– Over five years
Non-current liabilities
Current liabilities

2016
R’000

2015
R’000

2014
R’000

59,676
279,611
4,066,935

2,816
2,296
–

2,809
3,041
–

4,406,222
(3,752,002)
654,220

5,112
(438)
4,674

5,850
(459)
5,391

–
–
654,220

2,467
2,207
–

2,453
2,938
–

654,220

4,674

5,391

651,679
2,541

2,207
2,467

2,938
2,453

654,220

4,674

5,391

Capitalised finance leases relate to motor vehicles and land and buildings and the interest rates are linked to prime at the contract
date. The capitalised finance leases relating to motor vehicles are secured by the motor vehicles (refer to note 11).
In the current year the Dis‑Chem Distribution’s lease was renegotiated and is now classified as a finance lease due to the renewed
terms instead of an operating lease. The lease term for the land and buildings is 30 years with an escalation of 8%, subject to review
by an independent expert valuer on 1 June 2022, 2029, 2036 and 2043 respectively for the purpose of determining that the rental
payable is on market-related terms. The leased land and buildings were recognised at its fair value of R619 million at the date of
modification (refer to note 11). The effective interest rate of the finance lease liability amounts to 14.7%. This lease was entered
into with a related party, Columbia Falls Property 7 Proprietary Limited (refer to note 26). Due to the effective interest rate, the lease
payments for the first five years will only service interest on the finance lease. Capital will only be settled after five years.
23.

OPERATING LEASE LIABILITY

Operating lease liability
– Current portion
– Non-current portion

2016
R’000

2015
R’000

2014
R’000

18,434
170,872

15,974
246,089

12,579
193,511

189,306

262,063

206,090

The group has entered into commercial property leases in respect of its retail stores. These non-cancellable leases have remaining
terms of between 1 and 12 years. The leases include an escalation clause of 7% to 8% which has been straight-lined over the
remaining period of the lease only in terms IAS 17 – Leases. No material contingent rentals are paid.
In the current year the Dis‑Chem Distribution’s lease was renegotiated and is now classified as a finance lease due to the renewed
terms (refer to note 22).
24.

COMMITMENTS

Commitments under non-cancellable operating leases, payable as follows:
Within one year
Within five years
Over five years
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2016
R’000

2015
R’000

2014
R’000

266,920
757,897
609,461

282,090
1,114,684
848,278

170,349
711,542
900,881

1,634,278

2,245,052

1,782,772

25.

NOTES TO THE STATEMENT OF CASH FLOWS
25.1

Cash generated by operations
2016
R’000

2015
R’000

2014
R’000

817,871

657,443

609,490

150,774
96,466
(7,315)
15,022
11,684
(20,307)
(72,757)
–
(344)
588

122,379
25,480
(6,416)
28,605
(23,877)
(208)
55,973
–
(59)
–

104,813
8,750
(7,286)
(22,490)
45,048
97
79,822
2,174
(65)
–

991,682

859,320

820,353

(135,714)
(5,124)
(472,537)
(160,712)
447,219

(48,234)
(312,946)
(408,708)
(40,190)
107,381

74,850
19,477
(327,927)
(63,932)
192,593

(326,868)

(702,697)

(104,939)

19,904
(212,326)
(44,080)

63,279
(203,069)
(19,904)

6,611
(202,561)
(63,279)

(236,502)

(159,694)

(259,229)

Cash and cash equivalents
Cash and cash equivalents comprise the following:
Cash on hand and balances with banks
Bank overdrafts

273,209
(1,529,708)

26,952
(472,247)

23,336
(60,969)

Cash and cash equivalents

(1,256,499)

(445,295)

(37,633)

Profit before tax
Adjustments for:
– Depreciation and amortisation
– Finance costs
– Finance income
– Increase in employee obligations
– Increase/(decrease) in deferred revenue
– Profit on sale of tangible and intangible assets
– Increase in the lease liability straight-lining
– Impairment of goodwill
– Share of profit in associates
– Increase in provision for bad debt

25.2

25.3

25.4

Movement in working capital
(Increase)/decrease in loans receivable
(Decrease)/increase in loans payable
Increase in inventories
Increase in trade and other receivables
Increase in trade and other payables

Taxation paid
Net amount receivable at beginning of the year
Amount charged excluding deferred tax
Net amount receivable at end of the year

Cash at bank earns interest at floating rates based on daily bank
deposit rates.
25.5

26.

Material non-cash items
The following material non-cash items occurred during the period:
Additions of land and buildings under finance lease included in
property, plant and equipment (note 11)
Recapitalisation of shares (note 17)

619,000
1,152,973

–
–

–
–

RELATED PARTY TRANSACTIONS
Outstanding balances as at 29 February 2016, 28 February 2015 and 28 February 2014 are unsecured and settlement occurs in
cash. There have been no guarantees provided or received for any related party payables or receivables.
The ultimate controlling party of the group and company is Ivlyn Proprietary Limited (2015: The Saltzman Family Trust) that holds
68.5% (2015: 68.6%) of the shares in Dis‑Chem Pharmacies Proprietary Limited.
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Group
2016
Related party transaction with a company that is controlled/jointly controlled by a person that has significant influence over
Dis‑Chem group:

Related party
Columbia Falls Property 7 Pty Ltd
Josneo Pty Ltd
Eleador Pty Ltd
Minlou Pty Ltd

Sales/
(Purchases)
R’000
–
–
–
–

Loan
receivable/
Trade and
Trade and
(payable) other receivable other payable
R’000
R’000
R’000
–
84,309
15,000/(7,002)
(6,735)

–
–
–
–

–
–
–
–

Leases paid
R’000
53,544
–
–
–

2015
Related party transaction with a company that is controlled/jointly controlled by a person that has significant influence over
Dis‑Chem group:
Loan
Sales/
receivable/
Trade and
Trade and
(Purchases)
(payable) other receivable other payable
Leases paid
Related party
R’000
R’000
R’000
R’000
R’000
Dis‑Chem CC04
Dis‑Chem CC07
Columbia Falls Property 7 Pty Ltd
Josneo Pty Ltd

(3,603)
–
–
–

–
–
–
42,108

130
32
–
–

(138)
–
–
–

–
–
72,064
–

Group
2014
Related party transaction with a company that is controlled/jointly controlled by a person that has significant influence over
Dis‑Chem group:
Loan
Sales/
receivable/
Trade
(Purchases)
(payable)
receivable Trade payable
Leases paid
Related party
R’000
R’000
R’000
R’000
R’000
Dis‑Chem CC04
Dis‑Chem CC07
Dis‑Chem CC05
Shareholder loans
Columbia Falls Property 7 Pty Ltd

(4,387)
–
–
–
–

–
–
–
864/(571)
–

193
1,105
16
–
–

(148)
–
–
–
–

–
–
–
–
50,629

For further information in regards to loans receivable/payable, trade receivables and trade payables and finance lease payable
refer to note 19, 16, 18 and 22 respectively. The amount owing by the group to Columbia Falls Property 7 Proprietary Limited on the
finance lease at 29 February 2016 amounted to R659 million.
Compensation of key management
Short-term employee benefits
Post-employment benefits
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2016
R’000

2015
R’000

2014
R’000

35,905
575

33,271
355

16,408
236

36,480

33,626

16,644

27.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The group’s principal financial instruments comprise loans, cash and short term deposits. The main purpose of these financial
instruments is to provide finance for the group’s operations. The group has various other financial instruments such as trade
receivables and trade payables, which arise directly from its operations.
The main risks arising from the group’s financial instruments are interest rate risk, liquidity risk, and credit risk. The group has
immaterial foreign exchange risk. The board reviews and agrees policies for managing each of these risks, which are summarised
below.
The fair value of the financial assets and liabilities approximates carrying amount.
Classification of financial instruments

February 2016
Assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investments
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents
Liabilities
Finance lease liability
Operating lease liability
Trade and other payables
Employee obligations
Deferred revenue
Loan payable
Tax payable
Bank overdraft

February 2015
Assets
Property, plant and equipment
Intangible asset
Deferred taxation
Investments
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents
Liabilities
Finance lease liability
Operating lease liability
Trade and other payables
Employee obligations
Deferred revenue
Loan payable
Tax payable
Bank overdraft

Financial
instrument
R’000

Financial liability
at amortised
cost
R’000

Financial asset
– loans and
receivables
R’000

Non-financial
instruments
R’000

–
–
–
–
–
740,064
198,672
–
273,209

–
–
–
–
–
–
–
–
–

–
–
–
–
–
740,064
198,672
–
273,209

918,979
35,253
108,762
1,935
2,806,572
27,743
–
58,644
–

–
–
1,735,859
–
–
27,026
–
1,529,708

–
–
1,735,859
–
–
27,026
–
1,529,708

–
–
–
–
–
–
–
–

654,220
170,872
18,434
102,441
77,026
–
14,564
–

Financial
instrument
R’000

Financial liability
at amortised
cost
R’000

Financial asset
– loans and
receivables
R’000

Non-financial
instruments
R’000

–
–
–
–
–
490,114
62,958
–
26,952

–
–
–
–
–
–
–
–
–

–
–
–
–
–
490,114
62,958
–
26,952

291,401
31,406
138,552
1,610
2,334,035
117,569
–
38,373
–

–
–
1,289,066
–
–
32,150
–
472,247

–
–
1,289,066
–
–
32,150
–
472,247

–
–
–
–
–
–
–
–

4,674
246,089
15,974
87,419
65,342
–
18,469
–
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February 2014
Assets
Tangible assets
Intangible assets
Deferred taxation
Investments
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents
Liabilities
Operating lease liability
Finance lease obligation
Trade and other payables
Employee obligations
Deferred revenue
Loan payable
Tax payable
Bank overdraft

Financial
instrument
R’000

Liability at
amortised cost
R’000

Loans and
receivables
R’000

Non-financial
instruments
R’000

–
–
–
–
–
472,570
14,724
–
23,336

–
–
–
–
–
–
–
–
–

–
–
–
–
–
472,570
14,724
–
23,336

207,934
25,457
123,035
1,998
1,925,327
94,923
–
67,446
–

–
–
1,181,914
–
–
345,096
–
60,969

–
–
1,181,914
–
–
345,096
–
60,969

–
–
–
–
–
–
–
–

193,511
5,391
12,579
58,814
89,219
–
4,167
–

The main risks arising from the group’s financial instruments are market risk (comprising interest rate risk), liquidity risk and credit
risk. The board reviews and agrees policies for managing each of these risks, which are summarised below.
Credit risk
The carrying amount of financial assets represents the maximum credit exposure which relates to trade and other receivables,
loans receivables and positive cash and cash equivalents.
Trade and other receivables
The group is exposed to credit risk in relation to trade and other receivables from its retail and wholesale business.
The maximum exposure to credit risk for trade receivables (excluding intercompany) is as follows:

Retail
Wholesale

2016
R’000

2015
R’000

2014
R’000

153,237
298,850

166,064
213,262

190,496
208,626

In relation to the retail business, trade receivables primarily relate to amounts recoverable from medical aids while in distribution,
customers (excluding intercompany) are primarily independent pharmacists and other pharmaceutical companies.
The risk is managed through formal procedures for granting of credit to trade debtors. Credit quality of underlying customers is
assessed before credit is granted and re-assessed on a regular basis. The higher credit risk for the group sits within the wholesale
business which grants credit to a number of independent pharmacies. The group determines the provision for doubtful debt by
means of applying an appropriate percentage based on past history to the relevant age buckets of the trade debtors. The process
for managing wholesale credit risk is to allow 10 days after payment is due for customer to pay. If payment is not subsequently
made after following up with the customer, the customer’s account will be suspended until payment is received or a payment plan
is implemented.
Although significant concentrations of credit exist these are regularly monitored and generally with established medical aids.
The provision for doubtful debts is reviewed regularly.
Cash and cash equivalents
With respect to the credit risk arising from cash resources, the group’s exposure to credit risk arises from the default of the
counterparty with the maximum exposure equal to the carrying amount of these resources.
The group manages and monitors daily funding requirements and has limited foreign currency exposure. Surplus funds are
invested with banking institutions of a high credit standing.
Loans
The group is exposed to credit risk in relation to loans with directors and other parties. The risk is managed through formal
procedures for granting of these loans. The recoverability of these loans are assessed annually. Based on past payment history,
the credit quality of these loans are considered to be of a high credit standing.
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Interest rate risk
The group’s exposure to the risk of changes in market interest rates relates primarily to the group’s short term bank borrowings with
floating interest rates as well interest incurred on overdraft facilities.
As part of the process of managing the group’s interest rate risk, interest rate characteristics of new borrowings and refinancing of
existing borrowings are positioned according to anticipated movements in interest rates. Funds on call earn interest at prevailing
market call rates. Interest payable on bank borrowings fluctuates in accordance with prime bank lending rates.
If the interest rate, with all other variables held constant, increased or decreased by 200 average basis points (2015: 100; 2014: 50)
at year-end, the impact of the company’s profit before tax would be approximately R20 million (2015: R5 million; 2014: not material).
The sensitivity analysis for both periods presented was based on the average balance of the funds during the period on the bank
borrowings and finance lease liability.
Liquidity risk
The group has a general banking facility of R100 million (2015: R100 million; 2014: R50 million) with Nedbank and a corporate
call account with Investec as a working capital overdraft facility of R600 million. The group also has an unsecured facility up to
R1.5 billion with Absa Bank Limited.
CJ Pharmaceutical has a revolving credit facility of R10 million to be used by way of vehicle and asset finance and general banking
facility of R160 million with Nedbank. An additional seasonal facility of R40 million was available during the first quarter of the year.
The table below summarises the maturity profile of the group’s financial liabilities at year end, based on contractual and undiscounted
payments.

Year ended 29 February 2016
Trade and other payables
Loans payable
Bank overdraft

Year ended 28 February 2015
Trade and other payables
Loans payable
Bank overdraft

Year ended 2 February 2014
Trade and other payables
Loans payable
Bank overdraft

28.

On demand
R’000

Less than
12 months
R’000

Greater than
12 months
R’000

Total
R’000

–
26,929
–

1,735,859
97
1,529,708

–
–
–

1,735,859
27,026
1,529,708

26,929

3,265,664

–

3,292,593

On demand
R’000

Less than
12 months
R’000

Greater than
12 months
R’000

Total
R’000

–
31,585
–

1,289,066
565
472,247

–
–
–

1,289,066
32,150
472,247

31,585

1,761,878

–

1,793,463

On demand
R’000

Less than
12 months
R’000

Greater than
12 months
R’000

Total
R’000

–
43,435
–

1,181,914
301,661
60,969

–
–
–

1,181,914
345,096
60,969

43,435

1,544,544

–

1,587,979

CAPITAL MANAGEMENT
The primary objective of the group’s capital management is to ensure that it maintains a strong credit rating and healthy capital
ratios in order to support its business and maximise shareholder value.
The group considers share capital and retained income as capital. The board of directors considers capital requirements from time
to time and makes adjustments accordingly. The company monitors capital using gearing ratio.
No changes were made in the objectives, policies and processes for managing capital during the years ended 29 February 2016,
28 February 2015 and 28 February 2014.
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29.

RECONCILIATION OF PREVIOUSLY REPORTED FINANCIAL INFORMATION OF THE Dis‑Chem PHARMACIES
PROPRIETARY LIMITED GROUP TO THESE GROUP ANNUAL FINANCIAL STATEMENTS
The group re-assessed its accounting policy to account for business combinations under common control when applying the
pooling of interest method. The group previously applied a prospective application when it acquired Dis‑Chem Consolidated
(DConsol) and therefore the combined entity was not restated for periods before the combination under common control occurred.
During the current period the group voluntarily elected to change their accounting policy and restate periods prior to the
combination to reflect the combination as if it had occurred from the beginning of the earliest period presented, regardless of the
actual date of the combination, as the group believes this provides reliable and more relevant information to users as it enhances
the comparability of results from period to period.
The acquisition of DConsol occurred on 1 June 2013. The history behind this acquisition can be summarised as follows:
Prior to the 2012 calendar year, Dis‑Chem CC (DCC) owned the legacy 21 retail pharmacies established by the founding members.
The assets and liabilities associated with these pharmacies were sold as a business to Dis‑Chem Consolidated Proprietary Limited
(DConsol) during the 2006 calendar year in exchange for preference shares issued by DConsol to the shareholders of DCC. During
the 2012 calendar year, through a series of transactions, DPharm became the 100% shareholder of DConsol. On 1 June 2013,
100% of the business of DConsol was acquired by DPharm, with DPharm taking on all the assets and liabilities of the legacy
24 retail pharmacies held by DConsol and accounted for in terms of the accounting policy applicable to business combinations
under common control. Hence as of 1 June 2013 DConsol retail pharmacies operated out of DPharm.
1 March 2014, a date after the acquisition date, is the earliest date presented in the annual financial statements for the financial
year ended 29 February 2016. As a result none of the asset and liabilities line items in the group annual financial statements will
change due to the change in accounting policy as it relates to the abovementioned acquisition.
On 1 January 2016, DPharm acquired the business of DDist as a subsidiary through a series of transactions. This will result in the
wholesale business of DDist being consolidated into the DPharm group consolidated financial statements for the financial period
ended 29 February 2016 in terms of the accounting policy applicable to business combinations under common control.
The application of the pooling of interest (common control) method retrospectively has resulted in the restatement of the previous
consolidated financial statements of DPharm.
The impact of the above transactions restatement is as follows on the group:
2014
(previously
stated in
DPharm group
financial
statements)
R’000
Assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investment in associates
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents
Liabilities
Finance lease liability
Operating lease obligation
Trade and other payables
Employee obligations
Deferred revenue
Loans payable
Taxation payable
Bank overdraft
Equity
Non-controlling interest
Share capital
Opening retained earnings
SOCI
Dividend
Common control reserve
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Acquisition
of DConsol(1)
R’000

Inter-company
Acquisition elimination and
of DDist(2) common control
R’000
R’000

Total
R’000

164,426
25,403
89,640
1,998
1,244,192
487,890
20,556
67,270
23,336

–
–
–
–
–
–
–
–
–

43,562
–
30,425
–
686,258
487,988
1,492
176
–

(54)
54
2,970
–
(5,123)
(408,385)
(7,324)
–
–

207,934
25,457
123,035
1,998
1,925,327
567,493
14,724
67,446
23,336

(5,391)
(130,575)
(1,198,992)
(57,320)
(89,219)
(345,879)
(4,167)
(60,414)

–
–
–
–
–
–
–
–

–
(62,936)
(398,081)
(1,494)
–
(6,541)
–
(555)

–
–
402,580
–
–
7,324
–
–

(5,391)
(193,511)
(1,194,493)
(58,814)
(89,219)
(345,096)
(4,167)
(60,969)

–
–
(410,739)
(203,066)
–
(166,489)

–
–
(87,177)
127,,979
(56,051)
23,207

(63,578)
(178,401)
(284,543)
(100,581)
394,349
–

–
–
176,784
(232,925)
56,141
–

(63,578)
(178,401)
(605,675)
(408,593)
394,439
(143,282)

2014
(previously
stated in
DPharm group
financial
statements)
R’000
Statement of comprehensive
income
Turnover
Gross profit
Profit before interest and tax
Profit before taxation
Total comprehensive income

9,174,241
1,854,881
217,430
216,243
119,382

Acquisition
of DConsol(1)
R’000

870,129
172,433
240,406
240,816
232,925

Inter-company
Acquisition elimination and
of DDist(2) common control
R’000
R’000

3,682,904
513,700
282,680
282,058
203,066

(3,406,275)
(65,462)
(129,627)
(129,627)
(127,979)

Total
R’000

10,320,999
2,475,552
610,889
609,490
427,394

(1)

DConsol is already incorporated in the statement of financial position of DPharm (group) at 28 February 2014, but only partially incorporated from the date
of acquisition for the year ended 28 February 2014 in the statement of comprehensive income. The adjustment is for the retrospective application of the
pooling of interest method.

(2)

DDist has never been consolidated by DPharm. DPharm is adjusted for the retrospective application of the pooling of interest method.

Notes to the statement of comprehensive income:
2015
(previously
stated in
DPharm group
financial
statements)
R’000
Assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investment in associates
Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents
Liabilities
Finance lease liability
Operating lease obligation
Trade and other payables
Employee obligations
Deferred revenue
Loans payable
Taxation payable
Bank overdraft
Equity
Non-controlling interest
Share capital
Retained earnings
Common control reserve
Statement of comprehensive
income
Turnover
Gross profit
Profit before interest and tax
Profit before taxation
Total comprehensive income

Acquisition
of DConsol
R’000

Inter-company
Acquisition elimination and
of DDist common control
R’000
R’000

Total
R’000

212,876
31,351
95,508
1,610
1,416,250
522,724
47,707
38,373
26,952

–
–
–
–
–
–
–
–
–

78,525
55
38,363
–
861,979
693,505
43,601
–
–

–
–
4,681
–
55,806
(608,546)
(28,350)
–
–

291,401
31,406
138,552
1,610
2,334,035
607,683
62,958
38,373
26,952

(4,674)
(159,118)
(1,337,429)
(85,569)
(65,342)
(33,635)
(2,367)
(471,588)

–
–
–
–
–
–
–
–

–
(86,971)
(500,829)
(1,850)
–
(26,882)
(16,102)
(659)

–
–
533,218
–
–
28,367
–
–

(4,674)
(246,089)
(1,305,040)
(87,419)
(65,342)
(32,150)
(18,469)
(472,247)

(83,346)
(199,101)
48,818
–

–
–
–
–

–
–
(897,546)
(185,189)

12,903,730
2,371,655
287,072
272,535
195,366

–
–
–
–
–

4,952,080
627,938
400,302
395,835
283,741

–
–
(8,383)
23,207

(4,945,216)
(6,017)
(10,926)
(10,927)
(9,216)

(83,346)
(199,101)
(857,111)
(161,982)

12,910,594
2,993,576
676,448
657,443
469,891
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30.

EVENTS AFTER REPORTING PERIOD
The following material transactions have taken place since 31 August 2016:

31.

•

On 1 September 2016, Dis‑Chem acquired Minlou Holdings Proprietary Limited’s interest in CJ Pharmaceutical Enterprises
Proprietary Limited, CJ Pharmaceutical Marketing Proprietary Limited, The Local Choice Proprietary Limited, Evening Star
Proprietary Limited and Pharmacy Development Academy Proprietary Limited through the issue of 126,498 shares in Dis‑Chem
Pharmacies Proprietary Limited. This firstly resulted in the Group owning 100% of the shares in CJ Pharmaceutical Enterprises
Proprietary Limited, CJ Pharmaceutical Marketing Proprietary Limited and The Local Choice Proprietary Limited, which were
all subsidiaries of the Group before and after the transaction. Secondly, the Group now owns a controlling interest of 51.3% and
70% of the shares in Evening Star Proprietary Limited and Pharmacy Development Academy Proprietary Limited respectively,
which were previously accounted for as investments in associates.

•

Dis‑Chem has agreed to acquire the non-controlling interests in nine of its partner stores on listing for the upfront consideration
of R36 million in cash and R113 million in Dis‑Chem Pharmacies Proprietary Limited shares as well as a deferred consideration
payable over five years if certain performance targets are met.

•

Upon listing the finance lease with Columbia Falls Property 7 Proprietary Limited will be amended resulting in the effective
interest rate of the finance lease liability changing as from 1 December 2016.

•

On 30 September 2016, a 150-for-1 share split took place and therefore increased the number of shares in issue. This has been
taken into account in the calculation of the weighted average number of shares used in the calculation of earnings and diluted
earnings per share as if the shares were in issue for the whole period and all earlier periods presented.

•

Dis‑Chem adopted two share plans, namely a Share Appreciation Rights Plan (“SAR”) and a Forfeitable Share Plan (“FSP”)
(collectively referred to as “the share plans”) which were approved by special resolution of the shareholders after 31 August
2016, to incentivise, motivate and retain the right calibre of employees.

DIRECTORS’ EMOLUMENTS
Executive directors for services of company and group
February 2016
Paid by company in group
B I Epstein
I Saltzman
L Saltzman
N M Hegarty
R Morais
S Saltzman
S Goetsch
L van der Watt
K S Sterling
February 2015
Paid by company in group
B I Epstein
I Saltzman
L Saltzman
N M Hegarty
R Morais
S Saltzman
S Goetsch
L van der Watt
K S Sterling
February 2014
Paid by company in group
B I Epstein
I L Saltzman
L F Saltzman
N M Hegarty
R Morais
S E Saltzman
S Goetsch
L van der Watt
K S Sterling
*

Bonus
R’000

Pension
R’000

Total
R’000

3,517
10,679
4,528
3,384
3,379
3,493
3,542
–
3,383

–
–
–
–
–
–
–
–
–

72
72
72
72
72
72
72
–
72

3,589
10,751
4,600
3,456
3,451
3,565
3,614
–
3,455

Remuneration*
R’000

Bonus
R’000

Pension
R’000

Total
R’000

1,707
6,039
5,506
2,039
2,045
1,606
2,686
660
1,618

–
–
–
–
9,366
–
–
–
–

36
36
36
36
60
79
36
–
36

1,743
6,075
5,542
2,075
11,471
1,685
2,722
660
1,654

Remuneration*
R’000

Bonus
R’000

Pension
R’000

Total
R’000

1,488
3,277
2,843
1,529
2,085
1,404
1,779
660
1,343

–
–
–
–
–
–
–
–
–

18
18
18
18
50
78
18
–
18

1,506
3,295
2,861
1,547
2,135
1,482
1,797
660
1,361

Remuneration includes salaries, expense allowance and other fees received as directors.

The directors do not have service contracts with the group.
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Remuneration*
R’000

Annexure 2

Independent Reporting Accountants’ Report on the CONSOLIDATED
Historical Financial Information of Dis‑Chem as at and for the
Financial Years Ended 28 February 2014, 28 February 2015 and
29 February 2016
The Directors
Dis‑Chem Pharmacies Proprietary Limited
23 Stag Road
Midrand
1682
Dear Sirs
Independent Reporting Accountant’s Report on the Consolidated Historical Financial Information of Dis‑Chem Pharmacies
Proprietary Limited
Introduction
At your request, we present our Reporting Accountant’s Report on the Consolidated Historical Financial Information of Dis‑Chem
Pharmacies Proprietary Limited as at and for the three years ended 28 February 2014, 28 February 2015, and 29 February 2016, (the
“Historical Financial Information”) for inclusion in the Pre-listing Statement to be dated on or about 28 October 2016 (“PLS”). This report
is required for the purposes of complying with Section 8.48 of the Listings Requirements of the JSE Limited (the “JSE Listings
Requirements”) (the “Listings Requirements”) and is given for the purpose of complying with those requirements and for no other
purpose. We are the independent auditors of Dis‑Chem Pharmacies Proprietary Limited.
To the fullest extent permitted by law we do not assume any responsibility and will not accept any liability to any other person for any loss
suffered by any such other person as a result of, arising out of, or in connection with this report or our statement, required by and given
solely for the purposes of complying with the Listings Requirements and consenting to its inclusion in the PLS.
Responsibility of the Directors
The Directors of Dis‑Chem Pharmacies Proprietary Limited are responsible for the compilation, contents and preparation of the PLS in
accordance with the Listings Requirements. The Directors are also responsible for the fair presentation in accordance with International
Financial Reporting Standards (“IFRS”) of the Consolidated Historical Financial Information contained therein to which this Independent
Reporting Accountant’s Report relates, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatements, whether due to fraud or error.
Historical Financial Information subjected to audit
We have audited the consolidated historical financial information as at and for the three years ended 28 February 2014, 28 February
2015, and 29 February 2016, attached as Appendix 1 to the PLS to be dated on or about 28 October 2016, prepared in accordance with
IFRS and in compliance with the JSE Listings Requirements.
Responsibility of the Independent Reporting Accountant’s on the Consolidated Historical Financial Information as at and for the
three years ended 28 February 2014, 28 February 2015, and 29 February 2016
Our responsibility is to express an audit opinion on the Consolidated Historical Financial Information as at and for the three years ended
28 February 2014, 28 February 2015, and 29 February 2016 included in Annexure 1 to the PLS based on our audit.
We conducted our audit of the Consolidated Historical Financial Information as at and for the three years ended 28 February 2014, 28
February 2015, and 29 February 2016 in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the Consolidated Historical
Financial Information is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the Consolidated Historical
Financial Information for the three years ended 28 February 2014, 28 February 2015, and 29 February 2016. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the Consolidated Historical
Financial Information, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the Consolidated Historical Financial Information as at and for the three years ended 28
February 2014, 28 February 2015, and 29 February 2016 in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the Consolidated Historical Financial Information as at and for the three years ended 28 February
2014, 28 February 2015, and 29 February 2016.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Opinion on Consolidated Historical Financial Information as at and for the three years ended 28 February 2014, 28 February 2015,
and 29 February 2016
In our opinion, the Consolidated Historical Financial Information as at and for the three years ended 28 February 2014, 28 February 2015,
and 29 February 2016 consisting of the consolidated financial position of Dis‑Chem Proprietary Limited and its consolidated financial
performance and its consolidated cash flows as at and for the three years ended 28 February 2014, 28 February 2015, and 29 February
2016 included in the PLS has been prepared, in all material respects, in accordance with the Listings Requirements.

Ernst & Young Inc.
Director: Allister Jon Carshagen
Registered Auditor
Reporting Accountant Specialist
28 October 2016
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Annexure 3

Interim Historical Financial Information of Dis‑Chem as at and
for the Six Months Ended 31 August 2015 and 2016
Dis‑Chem PHARMACIES
PROPRIETARY LIMITED
Registration Number 2005/009766/07
REVIEWED INTERIM
CONDENSED CONSOLIDATED RESULTS
for the six months ended 31 August 2016
The preparation of the Group’s reviewed interim condensed consolidated financial statements was supervised by the Chief Financial
Officer, Rui Morais CA(SA).
Dis‑Chem PHARMACIES PROPRIETARY LIMITED
Financial performance
Dis‑Chem Pharmacies Proprietary Limited and its subsidiaries (collectively, ‘the Group’) revenue rose 16.6% to R8.7 billion
(2015:R7.5 billion) from the prior comparable period primarily as a result of the opening of 10 new stores and the effect of maturing store
spaces.
Excluding the effect of the reclassification of the operating lease to a finance lease in June 2015, group earnings before interest, tax,
depreciation and amortisation (EBITDA), increased 29% to R613.8 million and operating margin improved by 34.3% to R536.3 million.
Trading performance
The Group has identified two reportable segments being Retail and Wholesale. The Retail Business accounts for approximately 90% of
the group’s revenue and achieved a revenue growth of 17.5% during the comparable period, whist Wholesale achieved 27.6%.
Average inventory days remained at 81 days. Inventory levels remained flat due to the investment in two new stores during the six month
period. Average trade payable days remained constant at 48 days.
Dividends
Dividends amounting to R870 million were declared and paid to shareholders on 29 March 2016 (2015: R58.8 million on 29 May 2015
and R86 million on 24 June 2015). Dividends per share amounted to R164 per share (2015: R48 and R71 per share respectively).
Approval
The interim condensed consolidated financial statements of the Group were authorised for issue in accordance with a resolution of the
directors on 5 October 2016.
On behalf of the Board
Ivan Saltzman
Chief Executive Officer

Rui Morais
Chief Financial Officer

5 October 2016

5 October 2016
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CONDENSED CONSOLIDATED STATeMENT OF COMPREHENSIVE INCOME
Six months to
31 August
2016
(Reviewed)
R’000

Six months to
31 August
2015
(Reviewed)
R’000

Year to
28 February
2016
(Audited)
R’000

8,718,914

7,474,442

15,508,284

Turnover
Cost of sales

8,478,300
(6,465,978)

7,219,289
(5,548,259)

15,061,293
(11,534,533)

Gross profit
Other income
Other expenses
Transaction costs

2,012,322
228,978
(1,702,003)
(3,000)

1,671,030
251,868
(1,431,960)
–

3,526,760
439,676
(3,059,758)
–

Operating profit
Net finance income

536,297
(121,810)

490,938
(31,803)

906,678
(89,151)

– Finance income
– Finance costs

11,636
(133,446)

3,285
(35,088)

7,315
(96,466)

Revenue

Share of profit from an associate
Profit before taxation
Taxation
Total comprehensive income for the period, net of tax
Profit attributable to:
– Equity holders of the parent
– Non-controlling interests
Earnings per share (cents)
– Basic
– Diluted
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501

201

344

414,988
(117,115)

459,336
(135,853)

817,871
(242,116)

297,873

323,483

575,755

269,603
28,270

298,463
25,020

512,755
62,980

33.9
33.9

164.2
164.2

212.0
212.0

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at
31 August
2016
(Reviewed)
R’000

As at
31 August
2015
(Reviewed)
R’000

1,077,687

1,062,365

1,064,929

925,136
32,211
117,904
2,436

937,959
30,168
92,426
1,812

918,979
35,253
108,762
1,935

Current assets

4,100,812

3,233,839

4,104,904

Inventories
Trade and other receivables
Loans receivable
Taxation receivable
Cash and cash equivalents

2,862,856
814,944
247,056
54,587
121,369

2,375,443
591,072
105,632
75,481
86,211

2,806,572
767,807
198,672
58,644
273,209

Total assets

5,178,499

4,296,204

5,169,833

104,048

1,371,846

722,566

Share capital
Common control reserve
Retained earnings

1,352,074
(990,991)
(257,035)

199,101
161,982
1,010,763

1,352,074
(990,991)
361,483

Non-controlling interests

119,479

100,453

117,117

Total equity
Non-current liabilities

223,527
846,359

1,472,299
796,704

839,683
822,551

Finance lease liability
Operating lease obligation

670,845
175,514

631,159
165,545

651,679
170,872

ASSETS
Non-current assets
Property, plant and equipment
Intangible assets
Deferred taxation
Investments in associates

EQUITY AND LIABILITIES
Equity attributable to equity holders of parent

As at
28 February
2016
(Audited)
R’000

Current liabilities

4,108,613

2,027,201

3,507,599

Trade and other payables
Employee obligations
Deferred revenue
Finance lease obligation
Loans payable
Taxation payable
Bank overdraft

1,620,414
98,451
85,828
2,420
12,624
–
2,288,876

1,223,992
81,345
65,378
2,467
134,571
–
519,448

1,754,293
102,441
77,026
2,541
27,026
14,546
1,529,708

Total equity and liabilities

5,178,499

4,296,204

5,169,833

28.14

809.76

347.22

Net asset value per share (cents)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Share
capital
R’000
Balance at 28 February 2015 (audited)
Total comprehensive income for the year
Dividends paid

199,101

Balance at 31 August 2015 (reviewed)
Total comprehensive income
for the year
Shares issued in common control transaction
Dividends paid

199,101

–

Common
Retained
earnings
R’000

Noncontrol
reserve
R’000

857,111
298,463
(144,811)
1,010,763

161,982
–
–
161,982

Controlling
interest
R’000
83,346
25,020
(7,913)
100,453

Total
R’000
1,301,540
323,483
(152,724)
1,472,299

–
1,152,973

214,312
–
(863,592)

–
(1,152,973)

37,960
–
(21,296)

252,272
–
(884,888)

Balance at 29 February 2016 (audited)
Total comprehensive income for the year
Dividends paid
Acquisition of non-controlling interests

1,352,074
–
–
–

361,483
269,603
(870,000)
(18,121)

(990,991)
–
–
–

117,117
28,270
(19,641)
(6,267)

839,683
297,873
(889,641)
(24,388)

Balance at 31 August 2016

1,352,074

(257,035)

(990,991)

119,479

223,527

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
Six months to
31 August
2016
(Reviewed)
R’000

Six months to
31 August
2015
(Reviewed)
R’000

Year to
28 February
2016
(Audited)
R’000

Cash flow from operating activities

(806,712)

112,649

Cash inflow from trading operations
Movement in working capital
Finance income received
Finance costs paid
Taxation paid
Dividends paid

622,538
(300,082)
11,636
(114,400)
(136,763)
(889,641)

479,113
(46,584)
3,285
(25,137)
(145,304)
(152,724)

991,682
(326,868)
7,315
(66,327)
(236,502)
(1,037,612)

Cash flow from investing activities

(79,908)

(100,591)

(142,892)

(25,435)
(55,221)

(21,658)
(79,433)

(44,930)
(179,721)

Additions to property, plant and equipment and intangible assets
– To maintain operations
– To expand operations
Proceeds on disposal of property, plant and equipment and intangible
assets

748

(668,312)

500

81,759

Cash flow from financing activities

(24,388)

–

–

Acquisition of non-controlling interests

(24,388)

–

–

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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(911,008)
(1,256,499)

12,058
(445,295)

(811,204)
(445,295)

(2,167,507)

(433,237)

(1,256,499)

HEADLINE EARNINGS
As at
31 August
2016
(Reviewed)
R’000

As at
31 August
2015
(Reviewed)
R’000

As at
28 February
2016
(Audited)
R’000

Reconciliation of profit for the year to headline earnings
Profit attributable to equity holders of the parent
– earnings
Profit on disposal of property, plant and equipment and intangible assets
Taxation

269,603
(398)
111

298,463
(390)
109

512,775
(20,249)
5,706

Headline earnings

269,316

298,182

498,232

Earnings per share (cents)
Headline earnings per share (cents)
Diluted earnings per share (cents)
Diluted headline earnings per share (cents)
Reconciliation of shares in issues to weighted average number of
shares in issue
Total numbers of shares in issue at beginning of the year
Shares issued during the year weighted for the period held
Additional shares through share split

33.9
33.9
33.9
33.9

164.2
164.0
164.2
164.0

212.0
206.0
212.0
206.0

5,296,308
–
789,149,892

1,212,121
–
180,606,029

1,212,121
400,084
240,218,545

Total numbers of shares in issue at the end of the year

794,446,200

181,818,150

241,830, 750

On 30 September 2016, a 150-for-1 share split took place and therefore increased the number of shares in issue. This has been taken
into account in the above calculation of the weighted average number of shares as if the shares were in issue for the whole period and
all earlier periods presented.
The total weighted average number of shares in issue for the year equals the total weighted average diluted number of shares in issue
for the year as the Group has no share options or other instruments that would result in a dilutive impact.
SEGMENTAL INFORMATION
The Group has identified two reportable segments being Retail and Wholesale:
Six months to 31 August 2016 (reviewed)

External customers
Inter-segment
Total turnover
Cost of sales
Gross profit
Other income
Other expenses (excluding depreciation and
amortisation)
Depreciation and amortisation
Net finance costs
EBITDA
Capital expenditure
Total assets
Total liabilities
Gross profit margin
EBITDA margin
Operating margin

Retail
R’000

Wholesale
R’000

Intergroup
R’000

Total
R’000

7,639,945
–

838,355
4,503,452

–
(4,503,452)

8,478,300
–

7,639,945
(5,814,243)

5,341,807
(4,942,407)

(4,503,452)
4,290,672

8,478,300
(6,465,978)

1,825,702
282,132

399,400
5,722

(212,780)
(58,876)

2,012,322
228,978

(1,474,964)
61,415
(68,758)

(392,798)
(16,126)
(53,052)

240,300
–
–

(1,627,462)
77,541
(121,810)

12,324

(31,356)

632,870
(71,118)
3,986,169
3,865,167
23.9%
8.3%
7.5%

(9,538)
3,418,497
1,975,249
7.5%
0.2%
(0.1%)

–
(2,226,167)
(885,444)

613,838
(80,656)
5,178,499
4,954,972
23.7%
7.2%
6.3%
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Six months to 31 August 2015 (reviewed)

External customers
Inter-segment
Total turnover
Cost of sales
Gross profit
Other income
Other expenses (excluding
depreciation and amortisation)
Depreciation and amortisation
Net finance costs
EBITDA
Capital expenditure
Total assets
Total liabilities
Gross profit margin
EBITDA margin
Operating margin

Retail
R’000

Wholesale
R’000

Intergroup
R’000

Total
R’000

6,502,974
–

716,315
3,469,398

–
(3,469,398)

7,219,289
–

6,502,974
(4,959,465)

4,185,713
(3,835,528)

(3,469,398)
3,246,734

7,219,289
(5,548,259)

1,543,509
198,529

350,185
89,590

(222,664)
(36,251)

1,671,030
251,868

(1,235,072)
(55,030)
(6,367)

(358,122)
(19,741)
(25,436)

236,005
–
–

(1,357,189)
(74,771)
(31,803)

81,653

(22,910)

565,709

–
(856,827)
(792,394)

(101,091)
4,296,204
2,823,905

506,966
(65,436)
2,120,864
2,071,941

(35,655)
3,032,167
1,544,358

23.7%
7.8%
6.9%

8.4%
2.0%
1.5%

23.1%
7.8%
6.8%

13,573,393
–

1,487,900
7,444,913

–
(7,444,913)

15,061,293
–

13,573,393
(10,329,480)

8,932,813
(8,169,741)

(7,444,913)
6,964,688

15,061,293
(11,534,533)

3,243,913
430,134
(2,660,048)
(113,585)
(14,109)

763,072
96,783
(751,492)
(37,189)
(75,042)

(480,225)
(87,241)
502,556
–
–

3,526,760
439,676
(2,908,984)
(150,774)
(89,151)

EBITDA

1,013,999

108,363

(64,910)

1,057,452

Capital expenditure
Total assets
Total liabilities

(155,156)
3,812,444
3,131,629

(69,495)
3,312,618
1,938,148

12 months to 29 February 2016 (restated audited)
External customers
Inter-segment
Total turnover
Cost of Sales
Gross profit
Other income
Other expenses (excl. depreciation and amortisation)
Depreciation and amortisation
Net finance costs

Gross profit margin
EBITDA margin
Operating margin

23.9%
7.5%
6.6%

–
(1,955,229)
(739,627)

8.5%
1.2%
0.8%

(224,651)
5,169,833
4,330,150
23.4%
7.0%
6.0%

12 months to 28 February 2015 (restated audited – voluntary disclosure)
External customers
Inter-segment

11,607,940
–

1,302,654
5,054,494

–
(5,054,494)

12,910,594
–

Total turnover
Cost of Sales

11,607,940
(8,835,999)

6,357,148
(5,811,471)

(5,054,494)
4,730,452

12,910,594
(9,917,018)

Gross profit
Other income
Other expenses (excl. depreciation and amortisation)
Depreciation and amortisation
Net finance costs

2,771,941
371,649
(2,278,057)
(91,346)
(9,384)

545,677
39,063
(632,997)
(31,033)
(9,680)

(324,042)
(45,898)
351,491
–
–

2,993,576
364,814
(2,559,563)
(122,379)
(19,064)

(48,257)

(18,449)

798,827

(66,421)
2,096,212
1,165,907

–
(638,828)
(571,615)

(211,944)
3,532,970
2,231,430

EBITDA
Capital expenditure
Total assets
Total liabilities
Gross profit margin
EBITDA margin
Operating margin
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865,533
(145,523)
2,075,586
1,637,138
23.9%
7.5%
6. 7%

8.6%
(0.8%)
(1.3%)

23.2%
6.2%
5.2%

Retail
R’000

Wholesale
R’000

Intergroup
R’000

Total
R’000

9,987,451
–

333,548
3,535,628

–
(3,535,628)

10,320,999
–

Total turnover
Cost of Sales

9,987,451
(7,664,370)

3,869,176
(3,480,704)

(3,535,628)
3,299,627

10,320,999
(7,845,447)

Gross profit
Other income
Other expenses (excl. depreciation and amortisation)
Depreciation and amortisation
Net finance costs

2,323,081
308,083
(1,901,071)
(91,119)
2,304

388,472
17,188
(399,190)
(13,694)
(3,768)

(236,001)
(34,538)
249,678
–
–

2,475,552
290,733
(2,050,583)
(104,813)
(1,464)

12 months to 28 February 2014 (restated audited – voluntary disclosure)
External customers
Inter-segment

EBITDA
Capital expenditure
Total assets
Total liabilities
Gross profit margin
EBITDA margin
Operating margin

730,093
(47,786)
1,848,624
1,645,920
23.3%
7.3%
6.4%

6,470
(42,273)
1,603,316
733,430
10.0%
0.2%
(0.2%)

(20,861)

715,702

–
(495,190)
(427,690)

(90,059)
2,956,750
1,951,660
24.0%
6.9%
5.9%

During the 2017 financial period, the composition of the financial information reviewed by the chief operating decision maker was
amended to incorporate the performance of its operating segments through a change in the allocation of rebates and fees earned by the
wholesale segment between the two operating segments. The changes to the segment measures have been considered by the group
under the general principles of IAS 1.41 which requires comparatives to be restated when a reclassification of financial information is
performed. This has resulted in the revenue line item previously reported in the segments being restated in order to show the effect of
this change. A reconciliation from amounts previously reported in the segments for the comparative interim period ended 31 August 2015
is not provided as this is the first interim financial statements prepared by the Group. The following table shows the impact of this
restatement:
12 months to 29 February 2016
Retail
R’000

Wholesale
R’000

Intergroup
R’000

Total
R’000

Turnover – previously reported
Change in fees charged

13,573,393
–

9,237,646
(304,833)

(7,749,746)
304,833

15,061,293
–

Turnover

13,573,393

8,932,813

(7,444,913)

15,061,293

748,218
(639,855)

(64,910)
–

1,057,452
–

(64,910)

1,057,452

EBITDA – if previously reported
Change in fees charged
EBITDA

374,144
639,855
1,013,999

108,363

12 months to 28 February 2015
Turnover – previously reported
Change in fees charged

11,750,656
(142,716)

6,602,980
(245,832)

(5,443,042)
388,548

12,910,594
–

Turnover

11,607,940

6,357,148

(5,054,494)

12,910,594

EBITDA – if previously reported
Change in fees charged

349,059
516,474

468,217
(516,474)

(18,449)
–

798,827
–

EBITDA

865,533

(48,257)

(18,449)

798,827

12 months to 28 February 2014
Turnover – previously reported
Change in fees charged

9,987,451
–

4,117,933
(248,757)

(3,784,385)
248,757

10,320,999
–

Turnover

9,987,451

3,869,176

(3,535,628)

10,320,999

(20,861)
–

715,702
–

(20,861)

715,702

EBITDA – if previously reported
Change in fees charged

402,170
327,923

EBITDA

730,093

334,393
(327,923)
6,470
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COMMITMENTS
As at
31 August
2016
(Reviewed)
R’000
Operating lease commitments:
– Within 1 year
– 1 to 5 years
– Over 5 years
Finance lease commitments
– Within 1 year
– 1 to 5 years
– Over 5 years

As at
31 August
2015
(Reviewed)
R’000

As at
28 February
2016
(Audited)
R’000

252,528
925,719
477,134

251,584
1,000,977
654,405

266,920
757,897
609,461

58,984
287,050
4,026,025

54,615
265,787
4,106,272

59,676
279,611
4,066,935

Notes to the REVIEWED INTERIM CONDENSED CONSOLIDATED RESULTS
1.

These interim condensed consolidated financial results for the six months ended 31 August 2016 have been prepared in
accordance with International Accounting Standard (IAS) 34 Interim Financial Reporting and the requirements of the Companies
Act of South Africa. The interim condensed consolidated financial statements do not include all the information and disclosures
required in the annual financial statements, and should be read in conjunction with the Group’s annual financial statements as at
28 February 2016.
The accounting policies and methods of computation used in the preparation of the interim condensed consolidated financial
results are consistent in all material respects with those applied in the Group’s annual financial statements as at 28 February 2016
as none of the following new standards, interpretations and amendments effective as of 1 March 2016 have had material impact
on the annual consolidated financial statements of the Group or the interim condensed consolidated financial statements of the
Group. These are:

2.

•

IFRS 14 Regulatory Deferral Accounts

•

Amendments to IFRS 11 Joint Arrangements: Accounting for Acquisitions of Interests

•

Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and Amortisation

•

Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants

•

Amendments to IAS 27: Equity Method in Separate Financial Statements

•

Annual Improvements 2012 – 2014 Cycle

•

Amendments to IAS 1 Disclosure Initiative

•

Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entities: Applying the Consolidation Exception

Dis‑Chem enters into certain transactions with related parties. A finance lease has been entered into with Columbia Falls Property
7 Proprietary Limited on which rental of R28 million was incurred during the six month period (2015: R27 million). This finance lease
obligation amounted to R669 million at 31 August 2016 (2015: R629 million).
Amounts owing from Josneo Proprietary Limited and Eleador Proprietary Limited at 31 August 2016 amounted to R84 million and
R12 million respectively (2015: R12 million and R7 million). These loans will be settled in full by year end.

3.

There were no impairments of assets in the current and prior comparable period.

4.

In regards to dividends paid during the period, refer to page 139.

5.

The financial assets and liabilities are measured at amortised cost and the fair value of the financial assets and liabilities approximate
carrying amounts.

6.

There were no business combinations during the current or prior comparable period but the non-controlling interest of Dis‑Chem
Riverside Lifestyle Mall Proprietary Limited and Dis‑Chem Mooirivier Mall Proprietary Limited was bought in the current interim
period as indicated in the Statement of Cash Flows.
For the year ended 29 February 2016, the Group re-assessed its accounting policy to account for business combinations under
common control when applying the pooling of interest method. The Group previously did not restate comparative information when
it acquired Dis‑Chem Consolidated Proprietary Limited (DConsol) for the comparative periods presented before the business
combination under common control occurred.
During the year ended 29 February 2016, the Group voluntarily elected to change their accounting policy and restate comparative
periods presented prior to the business combination as if the transaction had occurred from the beginning of the earliest period
presented, regardless of the actual date of the combination. The Group believed this change in accounting policy provides reliable
and more relevant information to users as it enhances the comparability of results from period to period.
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The acquisition of DConsol occurred on 1 June 2013. The history behind this acquisition can be summarised as follows:
Prior to the 2012 calendar year, Dis‑Chem CC (DCC) owned the legacy 21 retail pharmacies established by the founding members.
The assets and liabilities associated with these pharmacies were sold as a business to DConsol during the 2006 calendar year in
exchange for preference shares issued by DConsol to the shareholders of DCC. During the 2012 calendar year, through a series
of common control transactions, the Group became the 100% shareholder of DConsol. On 1 June 2013, 100% of the business of
DConsol was acquired by the Group, with the Group taking on all the assets and liabilities of the legacy 24 retail pharmacies held
by DConsol. This acquisition was accounted for in terms of the Group’s accounting policy applicable to business combinations
under common control. Due to the change in accounting policy effected during the year ended 29 February 2016, the accounting
for this transaction was restated retrospectively to reflect the change in accounting policy.
On 1 January 2016, the Group acquired the business of Dis‑Chem Distribution Proprietary Limited (DDist) as a subsidiary through
a series of common control transactions. This resulted in the wholesale business of DDist being consolidated into the Group’s
consolidated financial statements for the financial period ended 29 February 2016 in terms of the amended accounting policy
applicable to business combinations under common control.
7.

8.

The following material transactions have taken place since 31 August 2016:
•

On 1 September 2016, Dis‑Chem acquired Minlou Holdings Proprietary Limited’s interest in CJ Pharmaceutical Enterprises
Proprietary Limited, CJ Pharmaceutical Marketing Proprietary Limited, The Local Choice Proprietary Limited, Evening Star
Proprietary Limited and Pharmacy Development Academy Proprietary Limited through the issue of 126,498 shares in Dis‑Chem
Pharmacies Proprietary Limited. This firstly, resulted in the Group owning 100% of the shares in CJ Pharmaceutical Enterprises
Proprietary Limited, CJ Pharmaceutical Marketing Proprietary Limited and The Local Choice Proprietary Limited, which were
all subsidiaries of the Group before and after the transaction. Secondly, the Group now owns a controlling interest of 51.3% and
70% of the shares in Evening Star Proprietary Limited and Pharmacy Development Academy Proprietary Limited respectively,
which were previously accounted for as investments in associates.

•

Dis‑Chem has agreed to acquire the non-controlling interests in nine of its partner stores on listing for the upfront consideration
of R36 million in cash and R113 million in Dis‑Chem Pharmacies Proprietary Limited shares as well as a deferred consideration
payable over 5 years if certain performance targets are met.

•

Upon listing the finance lease with Columbia Falls Property 7 Proprietary Limited will be amended resulting in the effective
interest rate of the finance lease liability changing as from 1 December 2016.

•

On 30 September 2016, a 150-for-1 share split took place and therefore increased the number of shares in issue. This has been
taken into account in the calculation of the weighted average number of shares used in the calculation of earnings and diluted
earnings per share as if the shares were in issue for the whole period and all earlier periods presented.

•

Dis‑Chem adopted two share plans, namely a Share Appreciation Rights Plan (“SAR”) and a Forfeitable Share Plan (“FSP”)
(collectively referred to as “the share plans”) which were approved by special resolution of the shareholders after 31 August
2016, to incentivise, motivate and retain the right calibre of employees.

These reviewed interim condensed consolidated results have been reviewed by independent external auditors Ernst & Young Inc.
Any reference to future financial performance included in this announcement has not been reviewed or reported on by the Group’s
external auditors. This interim report should be read in conjunction with the latest audited annual financial statements.

147

SUPPLEMENTARY INFORMATION
Directors
I L Saltzman
L F Saltzman
S E Saltzman
R Morais
L Nestadt
M Bowman
A Coovadia
J Mthimunye

(South African)
(South African)
(South African) (alternate to LF Saltzman)
(South African)
(South African) (Appointed 4 October 2016)
(South African) (Appointed 4 October 2016)
(South African) (Appointed 4 October 2016)
(South African) (Appointed 4 October 2016)

Company registration number
2005/009766/07
Registered office
23 Stag Road
Midrand
1682
Company secretary
Whitney Thomas Green
Registered auditors
Ernst & Young Inc.
102 Rivonia Road
Sandton
Johannesburg
2196
South Africa

148

Annexure 4

Independent Reporting Accountants’ Review Report on the
Interim Historical Financial Information of Dis‑Chem
The Directors
Dis‑Chem Pharmacies Proprietary Limited
23 Stag Road
Midrand
1682
Dear Sirs
Independent Reporting Accountant’s Report on the Condensed Interim Historical Financial Information of Dis‑Chem Pharmacies
Proprietary Limited
Introduction
At your request, we present our Reporting Accountant’s Report on the Condensed Interim Historical Financial Information of Dis‑Chem
Pharmacies Proprietary Limited as at and for the six month period ended 31 August 2016 and 31 August 2015, (the “Condensed Interim
Historical Financial Information”) for inclusion in Annexure 3 the Pre-listing Statement to be dated on or about 28 October 2016 (“PLS”).
This report is required for the purposes of complying with Section 8.48 of the Listings Requirements of the JSE Limited (the “JSE Listings
Requirements”) (the “Listings Requirements”) and is given for the purpose of complying with those requirements and for no other
purpose. We are the independent auditors of Dis‑Chem Pharmacies Proprietary Limited.
To the fullest extent permitted by law we do not assume any responsibility and will not accept any liability to any other person for any loss
suffered by any such other person as a result of, arising out of, or in connection with this report or our statement, required by and given
solely for the purposes of complying with the Listings Requirements and consenting to its inclusion in the PLS.
Responsibility of the Directors
The Directors of Dis‑Chem Pharmacies Proprietary Limited are responsible for the compilation, contents and preparation of the PLS in
accordance with the Listings Requirements. The directors are responsible for the preparation and presentation of these Condensed
Interim Historical Financial Information in accordance with the International Financial Reporting Standard, (IAS) 34 Interim Financial
Reporting, the SAICA Financial Reporting Guides, as issued by the Accounting Practices Committee and Financial Pronouncements as
issued by Financial Reporting Standards Council, JSE Listings Requirements and the requirements of the Companies Act of South Africa,
and for such internal control as the directors determine is necessary to enable the preparation of interim financial statements that are free
from material misstatement, whether due to fraud or error.
Condensed Interim Historical Financial Information subjected to review
We have reviewed the Condensed Interim Historical Financial Information as at and for the six months ended 31 August 2016 and
31 August 2015, attached as Annexure 3 to the PLS to be dated on or about 28 October 2016, prepared in accordance with IAS 34 and
in compliance with the JSE Listings Requirements.
Responsibility of the Independent Reporting Accountant’s on the Condensed Interim Historical Financial Information as at and
for the six months ended 31 August 2016 and 31 August 2015
Our responsibility is to express a review opinion on the Condensed Interim Historical Financial Information based on our review.
Scope of Review
We conducted our review of the Condensed Interim Historical Financial Information in accordance with the International Standards on
Review Engagements (ISRE) 2410, Review of Interim Financial Information performed by the Independent Auditor of the Entity. ISRE
2410 requires us to conclude whether anything has come to our attention that causes us to believe that the interim financial statements
are not prepared in all material respects in accordance with the applicable financial reporting framework. This standard also requires us
to comply with relevant ethical requirements.
A review of the interim condensed consolidated financial information in accordance with ISAE 2410 is a limited assurance engagement.
We perform procedures, primarily consisting of making inquiries of management and others within the Group, as appropriate, applying
analytical procedures, and evaluating the evidence obtained.
The procedures performed in a review are substantially less than those performed in an audit conducted in accordance with International
Standards on Auditing. Accordingly, we do not express an audit opinion on these Condensed Interim Historical Financial Information.

149

Conclusion on the Condensed Interim Historical Financial Information as at and for the six months ended 31 August 2016 and
31 August 2015
Based on our review, nothing has come to our attention that the Condensed Interim Historical Financial Information as at and for the six
months ended 31 August 2015 and 31 August 2015 included in Annexure 3 of the PLS has not been prepared, in all material respects,
in accordance with International Financial Reporting Standard, (IAS) 34 Interim Financial Reporting, the SAICA Financial Reporting
Guides as issued by the Accounting Practices Committee and Financial Pronouncements as issued by Financial Reporting Standards
Council, JSE Listings Requirements and the requirements of the Companies Act of South Africa.

Ernst & Young Inc.
Director: Allister Jon Carshagen
Registered Auditor
Reporting Accountant Specialist
Date: 28 October 2016
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Annexure 5

Pro Forma Financial Information of the Group
The pro forma consolidated statement of comprehensive income and the pro forma consolidated statement of financial position have
been prepared to show the financial effects of:
–– the acquisition of Minlou Holdings Proprietary Limited’s minority shareholding in CJ Pharmaceuticals, CJ Marketing, The Local Choice,
Pharmacy Development Academy Proprietary Limited and Evening Star Proprietary Limited (the “CJ Group”);
–– the acquisition of the non-controlling shareholders’ interests in nine of Dis‑Chem’s partner stores;
–– the impact of the primary capital raise on listing and the effect on the capital structure;
–– the impact of the Share Repurchase;
–– the share incentive schemes;
–– the transaction costs associated with the listing; and
–– change in the finance lease terms as a result of the listing.
(collectively “the Pro Forma Adjustments”)
The pro forma financial effects are calculated for the interim period ending 31 August 2016 for purposes of the consolidated statement
of comprehensive income and as at 31 August 2016 for purposes of the consolidated statement of financial position. These pro forma
financial effects are prepared for illustrative purposes only, to provide information about how the Pro Forma Adjustments might have
affected the financial information presented by Dis‑Chem and, because of their pro forma nature, may not give a fair reflection on
Dis‑Chem’s financial position, results of operations, changes in equity or cash flows after the Pro Forma Adjustments.
The directors of Dis‑Chem are responsible for the preparation of the pro forma financial information. The pro forma financial information
has been prepared using accounting policies that are consistent with IFRS and with the basis on which the historical financial information
has been prepared in terms of the accounting policies of Dis‑Chem. The pro forma financial information has been prepared in accordance
with the accounting policies of the Company, the Listings Requirements and the revised Guide on Pro Forma Financial Information issued
by SAICA.
The independent reporting accountants’ assurance report on the compilation of the pro forma financial information is included as
Annexure 6 to this Pre-listing Statement.
Pro Forma Statement of Comprehensive Income

Figures in R’000

Before(1)

Acquisition
of the CJ
Group(2)

Acquisition
of noncontrolling
interests
in partner
stores(3)

Impact
of the
primary
capital
raise(4)

Impact of
the Share
Repurchase
and effect
of the
capital
structure(5)

Incentive
schemes(6)

Listing
costs(7)

Change
in finance
lease
terms(8)

8,718,914

25,295

–

–

–

–

–

39,456

Turnover
Cost of sales

8,478,300
(6,465,978)

25,704
(19,701)

–
–

–
–

–
–

–
–

–
–

–
–

Gross profit
Other income
Other expenses
Transaction costs

2,012,322
228,978
(1,702,003)
(3,000)

6,003
(467)
(3,003)
–

–
–
–
–

–
–
–
–

–
–
–
–

–
–
(4,351)
–

–
–
–
(3,662)

Operating profit
Net finance costs

536,297
(121,810)

2,533
58

–
(5,475)

–
–

–
30,653

(4,351)
–

(3,662)
–

Interest received
Interest paid

11,636
(133,446)

58
–

–
(5,475)

–
–

–
30,653

–
–

–
–

–

–

–

–

Revenue

Share of profit from
associates

501

(501)

–

Profit before taxation
Taxation

414,988
(117,115)

2,090
(656)

(5,475)
–

Total comprehensive
income for the year,
net of tax

297,873

1,434

(5,475)

–
–

After the
pro forma
adjustments
8,783,665
8,504,004
(6,485,679)

– 2,018,325
–
228,511
(533) (1,709,890)
–
(6,662)
(533)
36,495

530,284
(60,079)

39,456
(2,961)

51,150
(111,229)

–

–

30,653
(8,583)

(4,351)
1,218

(3,662)
–

35,962
(10,070)

470,205
(135,206)

22,070

(3,133)

(3,662)

25,892

334,999
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Figures in R’000

Before(1)

Acquisition
of the CJ
Group(2)

Profit attributable to:
Owners of the parent
269,603
6,838
Non-controlling
interest
28,270
(5,404)
Total comprehensive
income attributable
to:
Owners of the parent
269,603
6,838
Non-controlling
interest
28,270
(5,404)
Earnings per share
(cents)
33.9
Diluted earnings per
share (cents)
33.9
Headline earnings per
share (cents)
33.9
Diluted headline
earnings per share
(cents)
33.9
Issued number of
794,446,200 18,974,700
ordinary shares
Weighted average
number of ordinary
shares in issue
794,446,200 18,974,700
Weighted average
diluted number of
ordinary shares in
issue
794,446,200 18,974,700
Earnings attributable
to owners of the
parent
269,603
6,838
Profit on sale of assets
(398)
–
Taxation
111
–
Headline earnings

269,316

6,838

Acquisition
of noncontrolling
interests
in partner
stores(3)

Impact
of the
primary
capital
raise(4)

Impact of
the Share
Repurchase
and effect
of the
capital
structure(5)

8,241

–

22,070

(13,716)

–

–

8,241

–

22,070

(13,716)

–

–

Incentive
schemes(6)

Listing
costs(7)

Change
in finance
lease
terms(8)

(3,133)

(3,662)

25,892

325,849

–

9,150

25,892

352,849

–

9,150

–

(3,133)
–

–

(3,662)
–

After the
pro forma
adjustments

37.9
37.9
37.8

37.8
6,206,923 237,002,431 (195,906,541)

–

–

– 860,723,713

6,206,923 237,002,431 (195,906,541)

–

–

– 860,723,713

6,206,923 237,002,431 (195,906,541)

50,812

–

– 860,774,525

8,241
–
–

–
–
–

22,070
–
–

(3,133)
–
–

(3,662)
–
–

25,892
–
–

325,849
(398)
111

8,241

–

22,070

(3,133)

(3,662)

25,892

325,562

Notes:
(1) The financial information in the “Before” column has been extracted without adjustment from the reviewed interim condensed consolidated financial information of
Dis‑Chem which is set out in Annexure 3. The financial statements of Dis‑Chem were reviewed by Ernst & Young Inc. who issued an ISRE 2410 review report on the
interim historical financial information.
(2) On 1 September 2016, Dis‑Chem acquired Minlou Holdings Proprietary Limited’s interest in the CJ Group. The column entitled “Acquisition of the CJ Group” is
based on the following assumptions:
i.

Pharmacy Development Academy Proprietary Limited and Evening Star Proprietary Limited were treated as associates before 1 September 2016. Dis‑Chem
will control these entities after the acquisition of Minlou Holdings Proprietary Limited’s interest in these entities, and consequently the relevant income from
associate has been reversed and the income statement line items have been consolidated;

ii.

CJ Pharmaceutical, CJ Marketing and Local Choice became wholly owned subsidiaries of Dis‑Chem with a resultant decrease in the profit attributable to noncontrolling interest and an increase in profit attributable to the owners of the parent.

iii.

126,498 Dis‑Chem shares (before the share split; equivalent to 18,974,700 Dis‑Chem shares after the share split) were issued to Minlou Holdings Proprietary
Limited as consideration

iv.

This adjustment is expected to have a continuing effect on Dis‑Chem

(3) Dis‑Chem has agreed to acquire the non-controlling interests in 9 of its partner stores on Listing. The column titled “Acquisition of non-controlling shareholders’
interests in partner stores” is based on the following assumptions:
i.

The non-controlling interests are being acquired on Listing for an upfront consideration (R36 million in cash and R113 million in new Dis‑Chem shares
(6,206,923 new Dis‑Chem shares based on the mid-point of the Offer Price Range)) and a deferred consideration of a further 1x profit, of each respective
partner stores, times the respective minority interests each year for 5 years to be paid in cash if performance targets are met;

ii.

The adjustment is based on performance targets that will be agreed on an annual basis with each selling non-controlling shareholder. It is assumed that the
partner stores will meet the performance targets in all five years and that the selling non-controlling shareholders will therefore be entitled to the deferred
consideration. The present value of estimated deferred consideration is recognised as a liability which is unwound over the 5 year period;

iii.

A discount rate of 12.9% has been used to present value the deferred consideration. It is assumed that this discount rate is applicable at the both the
beginning and end of the period presented for the pro forma financial information, and hence no fair value adjustment is recorded;

iv.

The interest expense associated with the unwind of the deferred consideration liability is assumed to be of a capital nature for tax purposes and therefore has
no tax impact;

v.

This adjustment is expected to have a continuing effect on Dis‑Chem.

(4) The column entitled “Impact of the primary capital raise” reflects that there will be no impact on the Statement of Comprehensive Income as a result of the primary
capital raise of R4,325 million (based on the mid-point of the Offer Price Range).
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(5) The column entitled “Impact of the Share Repurchase and the effect on the capital structure” comprises the reversal of the interest charge and related tax effect as
a result of the reduction in interest-bearing debt and is based on the following assumptions:
i.

R750 million of the capital raised on listing will be retained by the Company of which R700 million will be used to reduce Dis‑Chem’s interest-bearing debt,
while the residual R50 million will be used for general corporate purposes, which are not anticipated to have any impact on the Statement of Comprehensive
Income;

ii.

The interest-bearing debt bears interest at 3 month JIBAR plus 1.4% (8.758%) and is tax deductible; and

iii.

This adjustment is expected to have a continuing effect on Dis‑Chem.

The Share Repurchase by Dis‑Chem of some of the shares from the Dis‑Chem shareholders on Listing at the Offer price, which based on the mid-point of the Offer
Price Range will be equal to R3,575 million, has no impact on the Statement of Comprehensive Income.
(6) Dis‑Chem has introduced a new incentive scheme which will come into effect post-listing. The column entitled “Incentive schemes” is based on the following
assumptions:
i.

Share appreciation rights plan:
– Number of share appreciation rights issued: 3,921,595;
–V
 alue of each share appreciation right: R5.98 (key assumptions in determining the value: share price: R18.25, being the mid-point of the Offer Price Range;
strike price: R18.25; volatility: 25.00%; risk free rate: 8.65%; dividend yield: 2.00%; attrition rate 5.00%; exercise multiple: 1.80; all vesting targets met);

ii.

Forfeitable share plan:
– Number of shares issued under the forfeitable share plan: 304,872;
– Expected value of the forfeitable shares: R18.25 (key assumptions in determining the value: the share price is the mid-point of the Offer Price Range; attrition
rate: 5.00%, dividend frequency: half yearly);

iii.

Vesting period for both share incentive plans: 3 years; and

iv.

This adjustment is expected to have a continuing effect on Dis‑Chem.

(7) Once off listing costs of R149 million will be incurred by Dis‑Chem, however, a portion of the capital raising fees will be recouped from the shareholders that will be
party to the Share Repurchase. The column titled “Listing costs” is based on the following assumptions:
i.

The costs are assumed to be of a capital nature for tax purposes and therefore have no tax impact;

ii.

The mid-point of the offer range has been used to estimate the capital raising fees due to the Bookrunners;

iii.

The fees payable to the Bookrunners and 80% of the fees payable to the legal advisers and reporting accountant relate to the capital raise (“Capital Raising
Fees”);

iv.

The percentage of the Capital Raising Fee recouped from the shareholders participating in the Share Repurchase is the primary capital raised to fund the Share
Repurchase over the total primary capital raised (17% borne by the Company and 83% by the shareholders participating in the Share Repurchase); and

v.

80% of the total costs after the recoupment will be capitalised against share capital while the rest of the costs will be expensed.

(8) Dis‑Chem has renegotiated the lease terms on its Johannesburg distribution centre which is contingent on the listing. As the change in the lease terms will be
material the original finance lease liability and asset has been derecognised and a new finance lease liability and asset have been recognised. The adjustments
reflected in the column titled “Change in finance lease terms” reflects the changes in depreciation, interest and tax due to the change in lease terms and is based
on the following revised terms that will cause a reduction in interest charge due to a lower effective interest rate:
i.

Annual escalation of 8%, subject to review by an independent expert valuer on 1 June 2022, 2029, 2036 and 2043 respectively for the purpose of determining
that the rental payable is on market-related terms;

ii.

Effective interest rate of 9.93%; and

iii.

The overall lease term remains 30 years.

(9) Dis‑Chem’s total issued number of shares and weighted average number of shares is 794,446,200 after the 150-for-1 share split but before the impact of the
Pro Forma Adjustments.
(10) None of the Pro Forma Adjustments are added back in the calculation of headline earnings.

Pro forma Statement of Financial Position

Figures in R’000
Assets
Non-current
assets
Property, plant
and equipment
Intangible assets
Deferred taxation
Investments in
associates

Acquisition
of noncontrolling
Acquisition
interests
of the CJ
in partner
Before(1)
Group(2)
stores(3)

1,077,687
925,136
32,211
117,904
2,436

(1,202)

Impact
of the Share
Impact Repurchase
of the
and the
primary
effect on
capital the capital
raise(4) structure(5)

Incentive
schemes(6)

Listing
costs(7)

Change in
finance
After the
lease
pro forma
terms(8) adjustments

–

–

–

–

–

(2,210)

1,074,275

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

16,427
–
(18,637)

942,010
32,998
99,267

(2,436)

–

–

–

–

–

447
787
–

–

–

4,111,461

–

2,869,435

–
–

820,086
245,530

4,100,812

17,649

–

4,325,294

Inventories
Trade and other
receivables
Loans receivable
Taxation
receivable
Cash and cash
equivalents

2,862,856

6,579

–

–

–

–

12,142
(1,526)

–
–

–
–

–
–

–
–

–

–

–

–

55,041

–

–

121,369

Total assets

54,587

454

–

–

121,369

–

–

4,325,294

(4,325,294)

–

5,178,499

16,447

–

4,325,294

(4,325,294)

–

(7,000)

–

Current assets

814,944
247,056

(4,325,294)

–

–
(7,000)
–

(7,000)

(2,210)

5,185,736
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Figures in R’000
Equity and
liabilities
Equity
attributable to
equity holders of
the parent
Share capital
Common control
reserve
Share-based
payment reserve
Retained earnings

Acquisition
of noncontrolling
Acquisition
interests
of the CJ
in partner
(1)
(2)
Before
Group
stores(3)

Impact
of the Share
Impact Repurchase
of the
and the
primary
effect on
capital the capital
raise(4) structure(5)

104,048

76,453

(100,283)

4,325,294

1,352,074

346,288

113,276

4,325,294

–

–

–

(990,991)

(3,575,294)

Incentive
schemes(6)

–

(30,311)

47,923

847,830

–

–

(26,649)

–

6,110,283

–

–

–
(257,035)

–
(269,835)

–
(213,559)

–

Non-controlling
interest

119,479

(67,023)

(28,799)

–

Total equity

223,527

9,430

(129,082)

4,325,294

Liabilities
Non-current
liabilities

846,359

970

70,033

–

–

–

670,845

198

–

–

–

–

772

–

–

–

–

70,033

175,514

–

4,108,613

Finance lease
liability
Loans from
shareholders
Provision for
contingent
consideration
Operating lease
liability
Current liabilities

Listing
costs(7)

Change in
finance
After the
lease
pro forma
(8)
terms adjustments

–
(3,575,294)
–

–

–
(3,662)

(990,991)

–
47,923

–
(4,271,462)
23,657

47,923

871,487

–

(50,133)

867,229

–

–

(50,133)

620,910

–

–

–

–

772

–

–

–

–

–

70,033

–

–

–

–

–

–

175,514

6,047

59,049

–

–

23,311

–

3,447,020

1,620,414

9,775

–

–

–

–

(10,000)

–

1,620,189

98,451
85,828

4
–

–
–

–
–

–
–

–
–

–
–

–
–

98,455
85,828

2,420

–

–

–

–

–

–

–

2,420

–
–

–
–

–
–

–
–
–

22,599
12,621
–
1,604,908

(750,000)

–

–

–

–

(3,575,294)

–

–

(30,311)

Trade and other
payables
Employee
obligations
Deferred revenue
Finance lease
obligation
Provision for
contingent
consideration
Loans payable
Taxation payable
Bank overdraft

–
12,624
–
2,288,876

–
(3)

22,599

–
–

(3,729)

36,450

–

(750,000)

–

33,311

Total liabilities

4,954,972

7,017

129,082

–

(750,000)

–

23,311

(50,133)

4,314,249

Total equity and
liabilities

5,178,499

16,447

–

4,325,294

(4,325,294)

–

(7,000)

(2,210)

5,185,736

NAV per share
(cents)
28.1
Tangible NAV per
share (cents)
9.2
Number of
ordinary shares in
issue at the end of
the period
794,446,200 18,974,700

101.3
85.9

6,206,923 237,002,431 (195,906,541)

–

–

– 860,723,713

Notes:
(1) The financial information in the “Before” column has been extracted without adjustment from the reviewed interim condensed consolidated financial information of
Dis‑Chem which is set out in Annexure 3. The financial statements of Dis‑Chem were reviewed by Ernst & Young Inc. who issued an ISRE 2410 review report on the
interim historical financial information.
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(2) On 1 September 2016, Dis‑Chem acquired Minlou Holdings Proprietary Limited’s interest in the CJ Group. The column entitled “Acquisition of the CJ Group” is
based on the following assumptions:
i.

Pharmacy Development Academy Proprietary Limited and Evening Star Proprietary Limited were treated as associates before the effective date. Dis‑Chem
will control these entities after the acquisition of Minlou Holdings Proprietary Limited’s interest, and consequently the relevant investment in associate balance
has been reversed and the fair value of their assets and liabilities have been consolidated in the statement of financial position and goodwill has been
recognised for the excess of the purchase consideration over the net asset value;

ii.

CJ Pharmaceutical, CJ Marketing and Local Choice became wholly owned subsidiaries of Dis‑Chem with a resultant decrease in the non-controlling interest;
and

ii.

126,498 Dis‑Chem shares (before the share split; equivalent to 18,974,700 Dis‑Chem shares after the share split) were issued to Minlou Holdings Proprietary
Limited as consideration, which based on the mid-point of the Offer Price Range equals a total consideration of R346 million.

(3) Dis‑Chem has agreed to acquire the non-controlling shareholders’ interests in 9 of its partner stores on Listing. The column titled “Acquisition of non-controlling
shareholders’ interests in partner stores” is based on the following assumptions:
i.

The non-controlling shareholders’ interests are being acquired for an upfront consideration (R36 million in cash and R113 million in new Dis‑Chem shares
(6,206,923 new Dis‑Chem shares based on the mid-point of the Offer Price Range)) and a deferred consideration of a further 1x profit, of each of the respective
partner stores, times the respective minority interests each year for 5 years to be paid in cash if performance targets are met;

ii.

The adjustment is based on performance targets that will be agreed on an annual basis with each selling non-controlling shareholder. It is assumed that the
partner stores will meet the performance targets in all five years and that the selling non-controlling shareholders will therefore be entitled to the deferred
consideration. The present value of the estimated deferred consideration is recognised as a liability in the consolidated statement of financial position
(R70 million as non-current liability and R22.6 million as a current liability);

iii.

A discount rate of 12.9% has been used to present value the deferred consideration.

(4) The column entitled “Impact of the primary capital raise” reflects the increase in share capital as a result of the primary capital raise of R4,325 million (based on the
mid-point of the Offer Price Range)
(5) The column entitled “Impact of the Share Repurchase and the effect on the capital structure” reflects the impact of the Share Repurchase by Dis‑Chem of some of
the shares from Dis‑Chem shareholders on Listing at the Offer price and the decrease in interest-bearing debt and is based on the following assumptions:
i.

The Share Repurchase will be done at the Offer Price which will be equal to R3,575 million (based on the mid-point of the Offer Price Range);

ii.

The Share Repurchase amount will reduce retained earnings; and

ii.

R750 million of the capital raised on listing will be retained by the Company of which R700 million will be used to reduce Dis‑Chem’s interest-bearing debt
which is reflect in bank overdraft, while the residual R50 million will be used for general corporate purposes and will reduce the bank overdraft.

(6) Dis‑Chem has introduced a new incentive scheme which will come into effect post listing. Dis‑Chem’s incentive scheme consists of share appreciation rights and
forfeitable shares which will be issued to senior employees. The accounting impact is recognised over the vesting period of the incentive scheme and accordingly
there is no impact on the statement of financial position on day one.
(7) Once off listing costs of R138.8 million will be incurred by Dis‑Chem, however, a portion of the capital raising fees will be recouped from the shareholders that will
be party to the Share Repurchase. The column titled “Listing costs” is based on the following assumptions:
i.

The costs are assumed to be of a capital nature for tax purposes and therefore have no tax impact;

ii.

The mid-point of the offer range has been used to estimate the capital raising fees due to the Bookrunners;

iii.

The fees payable to to the Bookrunners and 80% of the fees payable to the legal advisers and reporting accountant relate to the capital raise (“Capital Raising
Fees”);

iv.

The percentage of the Capital Raising Fee recouped from the shareholders participating in the Share Repurchase is the primary capital raised to fund the Share
Repurchase over the total primary capital raised (17% borne by the Company and 83% by the shareholders participating in the Share Repurchase); and

v.

80% of the total costs after the recoupment will be capitalised against share capital while the rest of the costs will be expensed.

(8) Dis‑Chem has renegotiated the lease terms on its Johannesburg distribution centre which is contingent on listing. As the change in the lease terms will be material
the original finance lease liability and asset has been derecognised and a new finance lease liability and asset have been recognised. The adjustments reflected
in the column titled “change in finance lease terms” reflects the change in value of the finance lease asset, finance lease liability, the profit on derecognition of the
previous finance lease asset and liability and the consequential tax effect of the transaction. The adjustments is based on the assumption that the new lease was
implemented on 31 August 2016 on the following revised terms:
i.

Annual escalation of 8%, subject to review by an independent expert valuer on 1 June 2022, 2029, 2036 and 2043 respectively for the purpose of determining
that the rental payable is on market-related terms;

ii.

Effective interest rate of 10.0%; and

iii.

The overall lease term remains 30 years.

(9) Dis‑Chem’s total issued number of shares is 794,446,200 after the 150-for-1 share split but before the impact of the Pro Forma Adjustments.
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Annexure 6

Independent Reporting Accountants’ Report on the Compilation
of Pro Forma Financial Information of the Group
The Directors
Dis‑Chem Pharmacies Proprietary Limited
23 Stag Road
Midrand
1682

28 October 2016

Independent Reporting Accountant’s Assurance report on the compilation of the pro forma financial information included in a
Pre-listing Statement
We have completed our assurance engagement to report on the compilation of pro forma financial information of Dis‑Chem Pharmacies
Proprietary Limited by the directors. The pro forma financial information, as set out in Annexure 5 on pages 151 to 155 of the Pre-listing
Statement relating to Dis‑Chem Pharmacies Proprietary Limited’s offer for subscription by Dis‑Chem Pharmacies Proprietary Limited and
the offer for sale of certain shares held by existing shareholders, consists of the statement of comprehensive income for the interim six
month period ended 31 August 2016, the statement of financial position at 31 August 2016 and the pro forma financial effects (collectively
the “pro forma financial information”). The pro forma financial information has been compiled by the directors on the basis of the
applicable criteria specified in the JSE Limited (JSE) Listings Requirements.
The pro forma financial information has been compiled by the directors to illustrate the impact of the corporate actions, described on
page 151 of the Pre-listing Statement, on the company’s financial position as at 31 August 2016, and the company’s financial performance
for the six month period then ended, as if the corporate actions had taken place at 1 March 2016. As part of this process, information
about the company’s financial position and financial performance has been extracted by the directors from the company’s interim annual
financial results for the period ended 31 August 2016, on which a review report has been published.
Directors’ Responsibility for the Pro Forma Financial Information
The directors are responsible for compiling the pro forma financial information on the basis of the applicable criteria specified in the JSE
Listings Requirements as described on page 151 of the Pre-listing Statement. The directors of Dis‑Chem Pharmacies Proprietary Limited
are also responsible for the financial information from which it has been prepared.
Our Independence and Quality Control
We have complied with the Code of Ethics for Professional Accountants issued by the International Ethics Standards Board for
Accountants and the Code of Professional Conduct for Registered Auditors issued by the Independent Regulatory Board for Auditors,
which includes independence and other requirements founded on fundamental principles of integrity, objectivity, professional competence
and due care, confidentiality and professional behaviour.
In accordance with International Standard on Quality Control 1, Ernst and Young Inc. maintains a comprehensive system of quality
control including documented policies and procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.
Reporting Accountant’s Responsibility
Our responsibility is to express an opinion about whether the pro forma financial information has been compiled, in all material respects,
by the directors on the basis specified in the JSE Listings Requirements. We conducted our engagement in accordance with the
International Standard on Assurance Engagements (ISAE) 3420, Assurance Engagements to Report on the Compilation of Pro forma
Financial Information Included in a Prospectus which is applicable to an engagement of this nature. This standard requires that we
comply with ethical requirements and plan and perform our procedures to obtain reasonable assurance about whether the directors have
compiled the pro forma financial information, in all material respects, on the basis specified in the JSE Listings Requirements.
For purposes of this engagement, we are not responsible for updating or reissuing any reports or opinions on any historical financial
information used in compiling the pro forma financial information, nor have we, in the course of this engagement, performed an audit or
review of the financial information used in compiling the pro forma financial information.
As the purpose of pro forma financial information included in a Pre-Listing Statement is solely to illustrate the impact of a significant
corporate action or transaction on unadjusted financial information of the entity as if the transaction had occurred or had been undertaken
at an earlier date selected for purposes of the illustration, we do not provide any assurance that the actual outcome of the transaction at
31 August 2016 would have been as presented.
A reasonable assurance engagement to report on whether the pro forma financial information has been compiled, in all material respects,
on the basis of the applicable criteria involves performing procedures to assess whether the applicable criteria used by the directors in
the compilation of the pro forma financial information provides a reasonable basis for presenting the significant effects directly attributable
to the transaction, and to obtain sufficient appropriate evidence about whether:
•

The related pro forma adjustments give appropriate effect to those criteria; and

•

The pro forma financial information reflects the proper application of those adjustments to the unadjusted financial information.

Our procedures selected depend on our judgement, having regard to our understanding of the nature of the company, the transaction
in respect of which the pro forma financial information has been compiled, and other relevant engagement circumstances.
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Our engagement also involves evaluating the overall presentation of the pro forma financial information. We believe that the evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.
Opinion
In our opinion, the pro forma financial information has been compiled, in all material respects, on the basis of the applicable criteria
specified by the JSE Listings Requirements and described on page 151 of the Pre-listing Statement.

Ernst & Young Inc.
Director: Allister Jon Carshagen CA(SA)
Registered Auditor
Reporting Accountant Specialist
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Annexure 7

Additional Particulars of the Directors of the Company and its
Major SubsidiarY and Senior Management of the Group
Directors of Major Subsidiary
Subsidiary

Name, age and nationality

Position

Business address

Dis‑Chem Distribution Proprietary Limited

Ivan Leon Saltzman (66) (South African)
Brian Ian Epstein (57) (South African)
Saul Eytan Saltzman (36) (South African)

Director
Director
Director

23 Stag Road, Midrand, 1682
23 Stag Road, Midrand, 1682
23 Stag Road, Midrand, 1682

Other directorships of directors and Senior Management
The names of all companies and partnerships of which the Directors, members of Senior Management and directors of the Major
Subsidiary have been a director or partner at any time in the five years preceding the date of issue of this Pre-listing Statement are listed
below:
Name

Position

Company/Partnership

Position still held (Y/N)

Ivan Leon Saltzman

Member
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Dexters Office Automation CC
K2011102307 (Pty) Ltd
Geniob Trading (Pty) Ltd
Dis‑Chem Oncology (Pty) Ltd
Dis‑Chem Festival Mall (Pty) Ltd
Dis‑Chem Glen Acres (Pty) Ltd
Dis‑Chem Property Holdings (Pty) Ltd
Public Health Enhancement Fund (NPC)
BCP Nutrition (Pty) Ltd
Roelan Trading 45 (Pty) Ltd
Josneo (Pty) Ltd
Dis‑Chem Secunda (Pty) Ltd
Dis‑Chem Worcester (Pty) Ltd
Dis‑Chem Joint Venture No 18 (Pty) Ltd
Dis‑Chem Goldfields Mall (Pty) Ltd
MSDS No 4 (Pty) Ltd
MSDS No 3 (Pty) Ltd
MSDS No 2 (Pty) Ltd
MSDS No 1 (Pty) Ltd
Dis‑Chem Joint Venture No 21 (Pty) Ltd
Dis‑Chem Park Station (Pty) Ltd
Dis‑Chem Joint Venture No 20 (Pty) Ltd
Dis Chem Joint Venture No 22 (Pty) Ltd
Dis Chem Joint Venture No 23 (Pty) Ltd
Bothomed Dis‑Chem Pharmacies Joint Venture (Pty) Ltd
Dis Chem Joint Venture No 25 (Pty) Ltd
Martian Properties Limited Incorporated In (British Virgin Islands)
(External Company)
Ivlyn (Pty) Ltd
Ivlyn No 4 (Pty) Ltd
Ivlyn No 3 (Pty) Ltd
Ivlyn No 2 (Pty) Ltd
Ivlyn No 1 (Pty) Ltd
MSDS Holdings (Pty) Ltd
MSDS No 5 (Pty) Ltd
MSDS No 6 (Pty) Ltd
MSDS No 7 (Pty) Ltd
MSDS No 8 (Pty) Ltd
Dis‑Chem Properties No 2 (Pty) Ltd
Vision Raslow (Pty) Ltd
Vision The Glen (Pty) Ltd

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
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Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Name

Lynette Frances Saltzman

Position

Company/Partnership

Position still held (Y/N)

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Vision Westwood (Pty) Ltd
Aubsel Investments (Pty) Ltd
Vision Olympus (Pty) Ltd
Vision Woodmead (Pty) Ltd
Raslouw Lifestyle Centre (Pty) Ltd
Capensis Investments 193 (Pty) Ltd
Bene Development Company (Pty) Ltd
Pharma Logistical Solutions (Pty) Ltd
Dis‑Chem Properties No 3 (Pty) Ltd
City Square Trading 43 (Pty) Ltd
Dusty Moon Investments 193 (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Pendio Investments (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Rxl Pharmaceuticals (Pty) Ltd
Joint Venture Optometry Vaalmall (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd
Head Office Vision (Pty) Ltd
Vision Ruimsig (Pty) Ltd
Vision Greenstone (Pty) Ltd
Vision Benmore (Pty) Ltd
Billingsleg Properties (Pty) Ltd
Vision Operations (Pty) Ltd
Eye Love (Pty) Ltd
Vision Boksburg (Pty) Ltd
Union Square Properties 96 (Pty) Ltd
Xtls Investments 143 (Pty) Ltd
Ossington Properties (Pty) Ltd
Dis‑Chem Hemmingways (Pty) Ltd
Dis‑Chem Highveld Mall (Pty) Ltd
Dis‑Chem Cape Road (Pty) Ltd
Dis‑Chem Riverside Lifestyle Mall (Pty) Ltd
Dis‑Chem Cape Town Airport (Pty) Ltd
Dis‑Chem Distribution (Pty) Ltd
Dis‑Chem Finance (Pty) Ltd
Dis‑Chem Krugersdorp (Pty) Ltd
Dis‑Chem Garden Route Mall (Pty) Ltd
Dis‑Chem The Galleria Amanzimtoti (Pty) Ltd
Dis‑Chem Flamwood Value Centre (Pty) Ltd
Dis‑Chem Brooklyn Mall (Pty) Ltd
Dis‑Chem Savanna Mall (Pty) Ltd
Dis‑Chem Woodlands Boulevard (Pty) Ltd
Dis‑Chem North Cape Mall (Pty) Ltd
Dis‑Chem Three Rivers (Pty) Ltd
Dis‑Chem Nicolway (Pty) Ltd
Dis‑Chem Glenfair (Pty) Ltd
Dis‑Chem Ballito Junction (Pty) Ltd
Dis‑Chem Loch Logan (Pty) Ltd
Dis‑Chem Bayside Mall (Pty) Ltd
Dis‑Chem Southcoast Mall (Pty) Ltd
Dis‑Chem Mooirivier Mall (Pty) Ltd
200 Rivonia Road (Pty) Ltd
Biogen Sa (Pty) Ltd
Dis‑Chem Jeffreys Bay (Pty) Ltd

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Director
Director
Director
Director
Director

K2011102307 (Pty) Ltd
Josneo (Pty) Ltd
The Dis‑Chem Foundation (NPC)
MSDS No 4 (Pty) Ltd
MSDS No 3 (Pty) Ltd

Yes
No
Yes
Yes
Yes
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Name

Position

Company/Partnership

Position still held (Y/N)

Director
Director
Director

Yes
Yes
Yes

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

MSDS No 2 (Pty) Ltd
MSDS No 1 (Pty) Ltd
Martian Properties Limited Incorporated In (British Virgin Islands)
(External Company)
Ivlyn (Pty) Ltd
Sauta (Pty) Ltd
Ivlyn No 4 (Pty) Ltd
Ivlyn No 3 (Pty) Ltd
Ivlyn No 2 (Pty) Ltd
Ivlyn No 1 (Pty) Ltd
MSDS Holdings (Pty) Ltd
MSDS No 5 (Pty) Ltd
MSDS No 6 (Pty) Ltd
MSDS No 7 (Pty) Ltd
MSDS No 8 (Pty) Ltd
Dis‑Chem Properties No 2 (Pty) Ltd
Dis‑Chem Properties No 3 (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd
Union Square Properties 96 (Pty) Ltd

Rui Manuel Morais

Member
Director
Director
Director

Uoto Distributors CC
Josneo (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd

No
Yes
Yes
Yes

Brian Ian Epstein

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Busdis (Pty) Ltd
Dis‑Chem Oncology (Pty) Ltd
Dis‑Chem Festival Mall (Pty) Ltd
Dis‑Chem Glen Acres (Pty) Ltd
Dis‑Chem Property Holdings (Pty) Ltd
Dis‑Chem Secunda (Pty) Ltd
Dis‑Chem Worcester (Pty) Ltd
Dis‑Chem Joint Venture No 18 (Pty) Ltd
Dis‑Chem Goldfields Mall (Pty) Ltd
Dis‑Chem Joint Venture No 21 (Pty) Ltd
Dis‑Chem Park Station (Pty) Ltd
Dis‑Chem Joint Venture No 20 (Pty) Ltd
Dis Chem Joint Venture No 22 (Pty) Ltd
Dis Chem Joint Venture No 23 (Pty) Ltd
Bothomed Dis‑Chem Pharmacies Joint Venture (Pty) Ltd
Dis Chem Joint Venture No 25 (Pty) Ltd
Dis‑Chem Properties No 2 (Pty) Ltd
Capensis Investments 193 (Pty) Ltd
Pharma Logistical Solutions (Pty) Ltd
Dis‑Chem Properties No 3 (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd
Columbia Falls Properties 7 (Pty) Ltd
Dis‑Chem Hemmingways (Pty) Ltd
Dis‑Chem Highveld Mall (Pty) Ltd
Dis‑Chem Cape Road (Pty) Ltd
Dis‑Chem Riverside Lifestyle Mall (Pty) Ltd
Dis‑Chem Distribution (Pty) Ltd
Dis‑Chem Finance (Pty) Ltd
Dis‑Chem Krugersdorp (Pty) Ltd
Dis‑Chem Garden Route Mall (Pty) Ltd
Dis‑Chem The Galleria Amanzimtoti (Pty) Ltd
Dis‑Chem Flamwood Value Centre (Pty) Ltd

Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
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Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Name

Stanley Richard
Nathaneal Goetsch

Position

Company/Partnership

Position still held (Y/N)

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Dis‑Chem Brooklyn Mall (Pty) Ltd
Dis‑Chem Savanna Mall (Pty) Ltd
Dis‑Chem Woodlands Boulevard (Pty) Ltd
Dis‑Chem North Cape Mall (Pty) Ltd
Dis‑Chem Three Rivers (Pty) Ltd
Dis‑Chem Mall Of The North (Pty) Ltd
Dis‑Chem Nicolway (Pty) Ltd
Dis‑Chem Glenfair (Pty) Ltd
Dis‑Chem Ballito Junction (Pty) Ltd
Dis‑Chem Loch Logan (Pty) Ltd
Dis‑Chem Bayside Mall (Pty) Ltd
Dis‑Chem Southcoast Mall (Pty) Ltd
Dis‑Chem Mooirivier Mall (Pty) Ltd
Dis‑Chem Jeffreys Bay (Pty) Ltd

Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Sole Director Stansh (Pty) Ltd

Yes

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Apiesdoring Properties (Pty) Ltd
Dis‑Chem Properties (Pty) Ltd
GENIOB Trading (Pty) Ltd
BCP Nutrition (Pty) Ltd
Dis‑Chem Foundation (NPC)
SGFT Investment Holdings (Pty) Ltd
Gallon Trading (Pty) Ltd
Dis‑Chem Properties No 2 (Pty) Ltd
ERF 1749 PLETT (Pty) Ltd
Dis‑Chem Properties No 3 (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
RZT ZELPY 4444 (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd
Biogen SA (Pty) Ltd

No
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Niall Maurice Hegarty

Member
Member
Member
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Unit 17 Hyde Park Boulevard CC
Unit 6 Hyde Park Boulevard CC
Enzel 151 CC
Niajul (Pty) Ltd
Niall Hegarty Family Properties (Pty) Ltd
Dis‑Chem Foundation (NPC)
Fort Strength Investments (Pty) Ltd
Dis‑Chem Properties No 2 (Pty) Ltd
Apiesdoring Properties (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd
Autograph Public Relations and Marketing (Pty) Ltd

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Kevin Selwyn Sterling

Director
Director
Director
Director
Director
Director
Director
Director
Director

Kevlu (Pty) Ltd
Dis‑Chem Properties No 2 (Pty) Ltd
Selwyn Sterling Properties (Pty) Ltd
Keon Property (Pty) Ltd
Drakenstein Farmaseutiese Groothandel (Pty) Ltd
Dis‑Chem Properties No 3 (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Saul Eytan Saltzman

Director
Director
Member
Director
Director

Health Adventures (Pty) Ltd
Sauta (Pty) Ltd
Dexters Office Automation CC
Dis‑Chem Oncology (Pty) Ltd
Dic-Chem Festival Mall (Pty) Ltd

No
Yes
Yes
Yes
Yes
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Name

Laurence Michael
Nestadt
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Position

Company/Partnership

Position still held (Y/N)

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

Chem Glen Acres (Pty) Ltd
Dis‑Chem Property Holdings (Pty) Ltd
Josneo (Pty) Ltd
Dis‑Chem Secunda (Pty) Ltd
Dis‑Chem Worcester (Pty) Ltd
Dis‑Chem Joint Venture No 18 (Pty) Ltd
Dis‑Chem Goldfields Mall (Pty) Ltd
Dis‑Chem Joint Venture No 21 (Pty) Ltd
Dis‑Chem park Station (Pty) Ltd
Dis‑Chem Joint Venture No 20 (Pty) Ltd
Dis‑Chem Joint Venture No 22 (Pty) Ltd
Dis‑Chem Joint Venture No 23 (Pty) Ltd
Bothomed Dis‑Chem Joint Venture (Pty) Ltd
Dis‑Chem Joint Venture No 25 (Pty) Ltd
Ivlyn (Pty) Ltd
Pharma Logistical Solutions (Pty) Ltd
Dis‑Chem Pharmacies (Pty) Ltd
Dis‑Chem Consolidated (Pty) Ltd
Dis‑Chem Midrand (Pty) Ltd
Shelfzone 134 (Pty) Ltd
Dis‑Chem Hemmingways (Pty) Ltd
Dis‑Chem Highveld Mall (Pty) Ltd
Dis‑Chem Cape Road (Pty) Ltd
Dis‑Chem Riverside Lifestyle Mall (Pty) Ltd
Dis‑Chem Cape Town Airport (Pty) Ltd
Dis‑Chem Distribution (Pty) Ltd
Dis‑Chem Finance (Pty) Ltd
Dis‑Chem Krugersdorp (Pty) Ltd
Dis‑Chem Garden Route Mall (Pty) Ltd
Dis‑Chem the Galleria Amanzimtoti (Pty) Ltd
Dis‑Chem Flamwood Value Centre (Pty) Ltd
Dis‑Chem Brooklyn Mall (Pty) Ltd
Dis‑Chem Savanna Mall (Pty) Ltd
Dis‑Chem Woodland s Boulevard (Pty) Ltd
Dis‑Chem North Cape Mall (Pty) Ltd
LS3 Properties (Pty) Ltd
Dis‑Chem Three Rivers (Pty) Ltd
Dis‑Chem Mall of the North (Pty) Ltd
Dis‑Chem Nicolway (Pty) Ltd
Dis‑Chem Glenfair (Pty) Ltd
Dis‑Chem Ballito Junction (Pty) Ltd
Dis‑Chem Loch Logan (Pty) Ltd
Dis‑Chem Bayside Mall (Pty) Ltd
Dis‑Chem Southcoast Mall (Pty) Ltd
Dis‑Chem Mooiriver Mall (Pty) Ltd
Dis‑Chem Jeffreys Bay (Pty) Ltd

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Director

140 Second Street Properties (Pty) Limited

Yes

Director
Director
Director
Director
Director
Director
Member
Director
Director
Director
Director

Alderbalm Trading (Pty) Limited
Argo Investment Managers Mauritius
Basfour 422 (Pty) Limited
Blora Properties (Worcester) (Pty) Limited
Blue Label Telecoms Limited
Dis-Chem Pharmacies (Pty) Limited
Driveway Finance CC
Erf 78 Bedford Park Residents Association Limited
Global Bloodstock Logistics (Pty) Limited
Global Capital Properties (Pty) Limited
Global Capital (Pty) Limited

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Name

Position

Company/Partnership

Position still held (Y/N)

Director
Director
Director
Director
Director
Director
Director
Director
Member
Director
Member
Director
Director
Director
Director
Director
Director
Director
Director

Hanger 12 Rand (Pty) Limited
Hanger 14 Rand (Pty) Limited
Huddle Investments (Pty) Limited
Independent Motor Holdings (Pty) Limited
Jastry Property Investments (Pty) Limited
JRL Auto Trading (Pty) Limited
Melrose Motor Investments (Pty) Limited
National Airways Corporation (Pty) Limited
Nestadt Brothers (Pty) Limited
Pacol Investments (RF) (Pty) Limited
Polca Holdings (Pty) Limited
Selldirect Cellular (Pty) Limited
Selldirect Risk Management (Pty) Limited
Selldirect Marketing (Pty) Limited
Selldirect Mobile (Pty) Limited
Selldirect Solutions (Pty) Limited
The Global Leisure Corporation (Pty) Limited
Universal Partners Limited
Yonbor Nominees (Pty) Limited

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Mark John Bowman

Director
Director
Director
Director
NonExecutive
Director

Amalgamated Beverage Industries Ltd
Export Compliance Services (Pty) Ltd
Queenstown Bottlers (Pty) Ltd
SABMiller Africa (Pty) Ltd
Tiger Brands Ltd

Yes
Yes
Yes
Yes
Yes

Anuschka Nathoo
Coovadia

Member

Analytix Healthcare Solutions CC

Yes

Johannes Sanyana
Mthimunye

Director
Elderberry Investments 144 (Pty) Ltd
Incorporator/ STRAT Health (Pty) Ltd
Director

Yes
Yes

Director

Blue Label Investments (Pty) Ltd

No

Director

Devcon Solutions (Pty) Ltd

No

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Non–
Executive
Director
Non–
Executive
Director

Gobodo Investments Inc
Humulani Investments (Pty) Ltd
Humulani Marketing (Pty) Ltd
Parkrun Southern Africa (Pty) Ltd
SANGRILOR (Pty) Ltd
New Heights 101 (Pty) Ltd
Alvert Pumpmor (Pty) Ltd
Aloecap (Pty) Ltd
Aloecap BEE Private Equity Managers (Pty) Ltd
Aloecap Corporate Advisors (Pty) Ltd
Aloecap Investments 2 (Pty) Ltd
Aloecap Private Equity Investments 1 (Pty) Ltd
Aloecap Private Equity Investments 5 (Pty) Ltd
Aloecap Technologies (Pty) Ltd
Becker Electronics (Pty) Ltd
Becker Engineering (Pty) Ltd
Becker Mining Africa (Pty) Ltd
Becker Mining South Africa (Pty) Ltd
Bellambie Mining and Industrial (Pty) Ltd
Blue Label Distribution (Pty) Ltd

Yes
No
No
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
No
No
Yes

Blue Label Telecoms (Pty) Ltd

Yes
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Name

164

Position

Company/Partnership

Position still held (Y/N)

Director
Director
Member
NonExecutive
Director
Member
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Alternate
Director
Director
Director
Director
Director
Director
Director
Member

Edge to Edge 27 (Pty) Ltd
Emis Sales 2002 (Pty) Ltd
Extra Dimensions 1067 CC
Fountain Civil Engineering (Pty) Ltd

Yes
No
Yes
Yes

Grapevine Property Investments 103 CC
Gurb Investments (Pty) Ltd
Hatfield Holdings (Pty) Ltd
Hatfield Property Holdings (Pty) Ltd
Hatfield Ventures (Pty) Ltd
Hatven Centre (Pty) Ltd
Hatvern Commercial (Pty) Ltd
Hatvern Imports (Pty) Ltd
Hatvern Randburg (Pty) Ltd
Ikapho Investments (Pty) Ltd
Ikemeleng Holdings (Pty) Ltd
Imirabho Investment Holdings (Pty) Ltd
Imirabho Investments (Pty) Ltd
Internet Filing (Pty) Ltd
Invicta Holdings Ltd

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No

Ionize Technology (Pty) Ltd
Kusasa Pressure Systems (Pty) Ltd
Mining Pressure Systems (Pty) Ltd
Prestasi Sureafrika Holdings (Pty) Ltd
St Andrew’s School for Girls NPO
T-Junction Trade and Invest 105 (Pty) Ltd
TSI Financial and Investment Services CC

Yes
Yes
Yes
Yes
Yes
Yes
Yes

Service contracts of directors and senior management
Executive Directors and Senior Management
Service agreements with the Executive Directors and the members of Senior Management were previously un-documented. Formal
written service agreements with the Executive Directors and members of Senior Management recording their terms of service with the
Company are in the process of being entered into. The material terms of these service agreements are set out below. These agreements
are generally in accordance with market standards.
In terms of their respective service agreements, each Executive Director and member of Senior Management is entitled to a gross annual
remuneration package payable to him/her which is allocated towards (i) a base salary, (ii) pension fund contributions by the Company
(iii) travel allowances and (iv) other benefits. For details of remuneration paid to Executive Directors and members of Senior Management
for the financial year ended 29 February 2016 see the section of this Pre-listing Statement titled “Appointment, Qualification and Borrowing
Powers of Directors – Remuneration of Directors”.
In addition to the gross annual remuneration package described above, Executive Directors and members of Senior Management are
entitled to consideration for annual incentive bonus payments based on the fulfilment of certain targets set by the Board. No such annual
incentive bonuses were paid to Executive Directors and members of Senior Management in the last financial year. Going forward such
annual incentive bonuses will be determined by the Remuneration Committee which has responsibility for the determination of specific
remuneration packages and bonuses for each of the Executive Directors, senior management and the Chairman. See table below for
further details regarding the terms of service of the Executive Directors and members of Senior Management of the Company.
The service contracts of Executive Directors and members of Senior Management contain a three month notice period for termination of
employment (exclusive of termination for any reasons justifying summary dismissal in law) and all of the Executive Directors and members
of Senior Management are subject to restraints of trade.
No activities are performed by the Directors and/or the members of Senior Management outside of the Company that are significant to
the Company.
Non-Executive Directors
The Non-executive Directors have no fixed term of appointment except as rotation of Directors is required by the Company’s memorandum
of incorporation. In terms of their service agreements, Non-executive directors who wish to resign from the Board are required to give
three months written notice to that effect. Each Non-executive Director is entitled to fixed annual fee for their service to the Company,
details of which are set out below.
Non-executive Director
Laurence (Larry) Nestadt (Chairman)
Mark Bowman
Anuschka Coovadia
Joe Mthimunye

Annual Remuneration per annum
R2,500,000.00
R477,000.00
R289,000.00
R539,000.00
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Details of THE Major SubsidiarY of the Company
Major Subsidiary of the Company
Name and
registration number
Dis‑Chem Distribution Proprietary Limited
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Percentage
ownership
100%

Date and country
of incorporation

Main
business

Date of becoming
subsidiary

6 April 2009

Distribution and wholesale

6 April 2009
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Columbia Falls Properties
7 Proprietary Limited

Columbia Falls Properties
7 Proprietary Limited

Columbia Falls Properties
7 Proprietary Limited

Eleadora Proprietary
Limited

Dis‑Chem Properties No. 3
Proprietary Limited

Dis‑Chem Pharmacies
Proprietary Limited

Dis‑Chem Pharmacies
Proprietary Limited

Dis‑Chem Pharmacies
Proprietary Limited

CJ Pharmaceutical
Enterprises Limited

Dis‑Chem Distribution
Proprietary Limited

Warehouse and Offices
situate at Erf 35077 and 35078
Bellville Township

Erf 1732, 99 & 100
Delmas, Mpumalanga
(Delmas Warehouse)

Portion 183 of Portion 9 of the
farm Allandale No. 10-IR Cnr,
Stag Road and Le Roux Road,
Midrand (Warehouse, Office
and Sundry Buildings)

Allandale Retail and Business
Park (Dis‑Chem call centre)

Stand No. 846 and 847
Township Halfway House,
Extension 119 (Warehouse and
ancillary buildings)

Location

2,060 m2

2,932.94 m2

Sundry Outbuildings
179 m2

2

1 March 2013

1 July 2015

1 June 2015

Warehouse 24, 803 m2
Offices 3,299 m

1 June 2015

1 June 2015

Commencement
Date

2,174m2

20,839 m2

Floor space

5 years
(expires 28 February 2018)
Option to renew the lease
for 2 periods of 5 years
each

1 renewal period of 4 years
and 11 months

10 years
(expires 30 June 2025)

30 years
(expires 31 May 2045)
Option to renew for 5 years

30 years
(expires 31 May 2045)
Option to renew for 5 years

30 years
(expires 31 May 2045)
Option to renew for 5 years

Tenure and Unexpired Term
of the Lease

R277 136.65pm***

R16 936.28pm**

R1,845,649.99pm*

R78.68/m2 *

R63.14/m2 *

Current Monthly
Rental

***The rental payable escalates at rate of 7.5% annually.

**The rental payable escalates at rate of 8% annually.

*The rental payable escalates at rate of 8% annually, subject to review by an independent expert valuer on 1 June 2022, 2029, 2036 and 2043 respectively for the purpose of determining that the rental payable is on market-related terms.

Lessor

Lessee

Details of the principal immovable properties leased by the Company and its Major Subsidiary as at 29 February 2016 are as follows:

Details of Principal Immovable Properties Leased or Owned

Annexure 9

Annexure 10

Details of Material Borrowings and Material Inter-Company
Loans
Material Third-Party Borrowings
This section contain details, as at the Last Practicable Date, of:
•

material loans made to the Company, its Major Subsidiary and any subsidiary of the Company where such loans are material to the
Company; and

•

material financial and other documents.

Details of all outstanding loan capital are listed as material borrowings of the Company, its Major Subsidiary or any subsidiary where such
loans are material to the Company as at the Last Practicable Date. There are no material loans receivable outstanding made by the
Group/Company, its Major Subsidiary or any subsidiary where such loans are material to the Company, to third parties.
Material loans made by third parties to the Group and its Major Subsidiary, or any subsidiary where such loans are material to the
Company, and other material financial and other documents in South Africa
Absa Facilities Mandate Letter
On 30 September 2016, Dis‑Chem Pharmacies (Pty) Ltd entered into a mandate letter (the “Mandate Letter”) with Absa Bank Limited
(“Absa”), regarding senior terms loans of up to to R800,000,000 (“Proposed Senior Term Loans”), a senior revolving credit facility of up
to R700,000,000 (for the settlement of existing bridge facilities) and an overdraft of up to R700,000,000 (collectively the “Proposed
Facilities”). Dis‑Chem intends to replace the Investec Facility and the Bridge Facility (as defined below) with the Proposed Facilities
shortly after Listing. Pursuant to the Mandate Letter, Absa has been appointed to arrange the Proposed Facilities on behalf of Dis‑Chem
on an exclusive basis for a period of three months from the date of the signed Mandate Letter. The provisions of the Proposed Facilities
are subject to due diligence, approval by Absa’s credit committee, the terms and conditions of the Mandate Letter and other
documentation, as well as the execution of legal documentation to the satisfaction of the parties.
The Proposed Facilities are expected to be guaranteed by wholly owned material subsidiaries of Dis‑Chem as required to meet the
guarantor coverage test. The Mandate Letter contemplates that Dis‑Chem shall ensure that at all times the aggregate contribution of the
Material Subsidiaries to EBITDA, revenue and total assets represents at least 90% of the consolidated EBITDA revenue and total assets
of the Group. The Proposed Facilities are expected to be secured by a GNB over moveable assets and a cession of book debts.
Any legal documentation in connection with the Proposed Facilities is expected to include certain events of default, and Absa’s obligation
to provide funds is expected to be subject to certain conditions, in each case as is customary for facilities of this nature. Such
documentation is also expected to contain certain covenants which restrict Dis‑Chem’s ability to incur additional indebtedness, including
the following ratio tests which are to be measured quarterly on a rolling 12-month basis:
•

Total Debt to EBITDA ratio shall not exceed 2.50x;

•

Interest Cover Ratio shall not be less than 3.00x; and

•

Debt Service Cover Ratio shall not be less than 1.30x.

There are expected to be penalties in the event of prepayment of the Proposed Senior Term Loans:
•

Year 1 – 2.00%

•

Year 2 – 1.00%

•

Year 3 – 0.50%

The penalties are expected to be waived on the portion of Absa debt refinanced by Absa (or to the extent repaid out of internally
generated cash flows) and are expected to apply in respect of any prepayment pursuant to funding raised through a rights issuance.
The Proposed Senior Term Loans are expected to have capital repayments of R150 million per year in the financial years 2018 through
2020. Pursuant to the indicative terms of the Proposed Facilities, there is also expected to be a bullet payment due in 2021 in the amount
of R350 million.
Investec Facility Agreement
On 7 August 2013, Dis‑Chem entered into a secured facility agreement (the “Investec Facility Agreement”) with Investec, providing for
an amount of up to R300 million available for drawdown during the Availability Period (as defined in the Investec Facility Agreement) at
an interest rate of prime less 1.55% for purposes of funding Dis‑Chem’s working capital requirements. Following amendments on or
about 20 August 2013, 19 December 2014 and during December 2015, the Availability Period was extended to 15 December 2016, and
the amount available for drawdown was increased to R600 million (the “Investec Facility”). Pursuant to separate security documents
entered into in connection with the Investec Facility Agreement (the “Investec Security Documents”), the available R600 million facility
is secured by GNB’s over stock in Dis‑Chem Pharmacies and Dis‑Chem Distribution up to the value of R500 million.
Investec’s obligation to make amounts available to the Dis‑Chem pursuant to the Investec Facility Agreement are subject to certain
conditions, such as no event of default or potential event of default under the Investec Facility Agreement and the Investec Security
Documents; no material adverse event; the Investec Security Documents being in full force and effect; and no economic failure which
renders it unlawful, impossible or uneconomical for Investec to advance amounts under the Investec Facility Agreement.
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The Investec Facility Agreement includes certain events of default including, but not limited to, payment defaults; breaches of obligations
under any of the Investec Facility Agreement or Investec Security Documents; certain judgements against Dis‑Chem or encumbrances
or levies against its assets which meet a certain threshold; insolvency type events; change to the nature of Dis‑Chem’s business or
inability to continue conducting Dis‑Chem’s business; audit qualification; and the Saltzman Family Trust holding less than 50.1% of the
total issued share capital of the Company and/or Dis‑Chem Distribution. The occurrence of an event of default would result in, among
other things, mandatory prepayment of any and all amounts advanced by Investec to Dis‑Chem.
The Investec Facility Agreement also contains certain covenants which restrict Dis‑Chem’s ability to incur additional indebtedness in
excess of R100 million without the prior written consent of Investec or to encumber (or take similar action with respect to) any of
Dis‑Chem’s assets subject to certain exceptions.
Absa Bridge FacilityAgreement
On 11 February 2016, Dis‑Chem entered into an unsecured facility agreement with Absa (the “Bridge Facility Agreement”). Pursuant to
the Bridge Facility Agreement, up to R1,500,000,000 (the “Bridge Facility”) is available for utilisation by Dis‑Chem upon the delivery of
a utilisation request to Absa.
The Bridge Facility Agreement contains certain financial covenants, including maintenance of an EBITDA to Finance Charges ratio (as
defined thereunder) of no less than 2.5 times and a Total Debt to EBITDA ratio (as defined thereunder) of no more than 2.5 times.
The Bridge Facility Agreement includes certain events of default customary for financings of this nature including but not limited to nonpayment, breaches of obligations under the finance documents, cross default or acceleration of other financial indebtedness, audit
qualification, insolvency type events or other events or circumstances reasonably likely to have a material adverse effect on Dis‑Chem,
any guarantor (or its abilty to perform its obligations under the finance documents) or the Group taken as a whole. The Bridge Facility
Agreement included guarantees provided by Dis‑Chem Pharmacies Proprietary Limited and Dis‑Chem Distribution Proprietary Limited.
Interest is payable at a rate per annum equal to the JIBAR plus the agreed margin, which for the period from 1 October 2016 until the
termination date of the agreement is 1.3% compounded quarterly in arrears. Interest is payable on the last calendar day of each month.
Under the Bridge Facility Agreement, distributions to shareholders are not permitted without lender consent.
The Bridge Facility Agreement includes mandatory prepayment triggers customary for debt financings such as, but not limited to,
enforcement action under sanctions laws and related measures as may be imposed by certain international authorities and governments,
disposals of a major part of Dis‑Chem’s assets and changes in control in Dis‑Chem. A listing on the exchange operated by the JSE or
other exchange also triggers mandatory prepayment under the Bridge Facility Agreement unless certain provisions are complied with,
and Dis‑Chem has taken the necessary steps to ensure compliance with such provisions and/or to obtain a waiver from the lender with
respect to such provisions.
Nedbank General Banking Facilities
On 4 December 2014, Dis‑Chem entered into a facility letter (the “Nedbank Facility Letter”) with Nedbank Limited (“Nedbank”) pursuant
to which the following facilities have been made available to Dis‑Chem Pharmacies (Pty) Ltd and Dis‑Chem Distribution (Pty) Ltd
(together, the “Borrowers”):
•

a R100,000,000 general banking facility (to be used by way of an overdraft facility and/or forward exchange contracts) at an interest
rate of prime less 0.25%;

•

a revolving credit line facility of R5,000,000, to be used by way of a vehicle-and-asset finance facility;

•

letters of guarantee facility in the sum of R12,000,000; and

•

facilities in de minimis amounts to be used for costs associated with Dis‑Chem’s fleet of vehicles (collectively, the “General Banking
Facilities”).

The General Banking Facilities are granted on a fluctuating basis, without a specific expiry date, and arrangements in respect of any
unutilised facilities are subject to review and amendment at Nedbank’s discretion.
The General Banking Facilities are secured by, inter alia, limited cross-suretyships in the sum of R120,000,000 (incorporating cessions
of claims) in favour of Nedbank by the Borrowers. Pursuant to the Nedbank Facility Letter, the Borrowers on a combined basis must
maintain a total facilities to EBITDA ratio (as defined thereunder) of no more than 1.9 times.
Nedbank CJ Pharmaceuticals Facilities
On 4 December 2014, Dis-Chem entered into a facility letter (the “CJ Pharmaceuticals Facility Letter”) with Nedbank pursuant to which
the following facilities have been made available to CJ Pharmaceuticals Enterprise Limited (“CJ Pharmaceuticals”):
•

a revolving credit line facility of R10,000,000, to be used by way of a vehicle-and-asset finance facility;

•

a R160,000,000 general banking facility (to be used by way of an overdraft facility) at an interest rate of prime less 0.25%; and

•

an additional seasonal facility of R40,000,000 which was activated on 21 July 2016 and is available to the CJ Pharmaceuticals until
20 October 2016 and is extendable on request.

(collectively, the “CJ Pharmaceuticals Facilities”).
The CJ Pharmaceuticals Facilities are granted on a fluctuating basis, without a specific expiry date, and arrangements in respect of any
unutilised facilities are subject to review and amendment at Nedbank’s discretion.
The CJ Pharmaceuticals Facilities are secured by (i) limited cross-suretyships in the sum of R80,000,000 (incorporating cessions of
claims) in favour of Nedbank by Dis-Chem Pharmacies (Pty) Ltd and Dis-Chem Distribution (Pty) Ltd and (ii) a security cession of all
present and future debtors. Pursuant to the CJ Pharmaceuticals Facility Letter, overdraft facilities are to be covered at all times by a gross
debtor book value of R200,000,000 of CJ Pharmaceuticals’ debtors, excluding certain debtors specified by Nedbank; if the debtor cover
decreases below this amount, the facilities will decrease by such shortfall. Such covenant is monitored on a monthly basis.
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Material Inter-Company Loans
As at 31 August 2016, the Group had inter-company loan balances outstanding, none of which is material. These loans do not form the
subject of specific agreements. In each instance, the loans are made from time to time and there are no specific repayment periods in
respect of these loans. These loans are:
•

made to provide capital and fund transactions between operating subsidiaries and the relevant holding company;

•

interest free;

•

payable on demand; and

•

unsecured (by virtue of being intra-Group in nature).
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Repurchase Shareholders
The table below identifies the interests of the Repurchase Shareholders in the Ordinary Shares immediately before Listing and immediately
after Listing. All interests shown are beneficial unless otherwise stated.

Shareholders
Ivlyn Proprietary Limited(2)
Business Venture Investments
No.1651 Proprietary Limited (RF)
Stansh Proprietary Limited
Niajul Proprietary Limited
Minlou Holdings Proprietary
Limited
Busdis Proprietary Limited
Kevlu Proprietary Limited
Sauta Proprietary Limited
Melnique Proprietary Limited
Total

As at Last Practicable Date
Number
Percentage
of Ordinary
of Issued
Shares share capital
3,627,867
66.9%

Immediately prior to Listing
Number
Percentage
of Ordinary
of Issued
Shares share capital
544,180,050
66.9%

Upon Listing and after the
Offer and Share Repurchase
Percentage
Number
of Issued
of Ordinary
Shares(1) share capital(1)
457,338,620
53.1%

524,335
566,281
283,141

9.7%
10.4%
5.2%

78,650,250
84,942,150
42,471,150

9.7%
10.4%
5.2%

0
71,386,898
35,693,512

0%
8.3%
4.1%

126,498
94,380
94,380
52,962
52,962

2.3%
1.7%
1.7%
1.0%
1.0%

18,974,700
14,157,000
14,157,000
7,944,300
7,944,300

2.3%
1.7%
1.7%
1.0%
1.0%

15,946,676
11,897,795
11,897,795
6,676,531
6,676,531

1.9%
1.4%
1.4%
0.8%
0.8%

5,422,806

100.0%

813,420,900

100.0%

617,514,359

71.7%

(1) The number of Ordinary Shares and percentage of issued share capital upon Listing and after the Offer and Share Repurchase are based on the following
assumptions: (i) that the Offer Price is set at the mid-point of the Offer Price Range; (ii) that the Repurchase Shareholders sell a sufficient number of Repurchase
Shares to achieve a “free float” of 28.3% (after the issue of Ordinary Shares in connection with the acquisition of non-controlling interests in certain of Dis-Chem’s
partner stores); (iii) that the Company issues sufficient Offer Shares to raise gross proceeds of R750 million plus the amount of the Total Share Repurchase Price;
and (iv) that the Put Option is not exercised.
(2) Ivlyn Proprietary Limited is an entity owned by the Saltzman Family Trust in which Ivan Saltzman and Lynette Saltzman have a beneficial interest.

Lock-up arrangements
The Company is subject to certain lock-up arrangements pursuant to the Placement Agreement and the Repurchase Shareholders (save
for Business Venture Investments No. 1651 Proprietary Limited (RF), which will dispose of all its shares in the Company under the Share
Repurchase) and the Executive Directors and certain members of Senior Management (some of whom hold their ordinary Shares through
a Repurchase Shareholder) are subject to certain lock-up arrangements pursuant to separate lock-up agreements under which they
have agreed not to issue, sell or otherwise dispose of any Ordinary Shares or any securities substantially similar to the Ordinary Shares
(as the case may be) for a specified period after the date of Listing, subject to certain exceptions, without the consent of the Joint Global
Co-ordinators (for themselves and on behalf of the Banks). In the case of the Company, these limitations will apply for a period of 180
days after the date of Listing. In the case of the Repurchase Shareholders (save for Business Venture Investments No. 1651 Proprietary
Limited (RF)), the Directors and members of Senior Management, these limitations will apply for a period of 365 days after the date of
Listing.
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Extracts from the Memorandum of Incorporation of the Company
and its Major SubsidiarY
Extracts from the Company’s memorandum of incorporation (the “MOI”) are set out below:
4.

DIRECTORS AND OFFICERS
4.1

4.2

172

Composition of the board of directors
4.1.1

This Memorandum specifies 4 directors as the minimum number of directors of the Company, which number is
higher than the minimum number of directors required in terms of section 66(2) of the Act.

4.1.2

Subject to 9.2 and the Listings Requirements, the shareholders shall elect the directors, and shall be entitled to
elect one or more alternate directors, in accordance with the provisions of section 68(1) of the Act.

4.1.3

This Memorandum does not provide for the appointment of any person as an ex officio director of the Company.

4.1.4

Subject to 9.2, this Memorandum does not stipulate any additional qualifications or eligibility requirements than
those set out in the Act or the Listings Requirements for a person to become or remain a director or a prescribed
officer of the Company; provided that, for as long as the Listings Requirements require it, the board, through its
committee delegated responsibility to consider nominations, should recommend eligibility of directors.

4.1.5

Subject to the Act and this Memorandum, at every annual general meeting of the Company, one third of the nonexecutive directors (as determined in accordance with the Listings Requirements) for the time being or, if their
number is not a multiple of three, then the number nearest to, but not less than one-third or if there are less than
three, then all the non-executive directors shall retire from office. The non-executive directors so to retire at every
annual general meeting shall be those who have been longest in office since their last election. As between nonexecutive directors of equal seniority, the non-executive directors so to retire shall, unless they otherwise agree
among themselves, be selected by lot; provided that notwithstanding anything to the contrary in this Memorandum:
4.1.5.1

if at the date of any annual general meeting any non-executive director shall have held office for
a period of three years since his last election or appointment (computed from his last election,
appointment or date upon which he was deemed re-elected), he shall retire at such meeting either as
one of the non-executive directors to retire in terms of this 9.1.6, or in addition to the non-executive
directors who retire in terms of this 9.1.6;

4.1.5.2

a non-executive director who intends to retire voluntarily at the annual general meeting may be taken
into account in determining the one third of the non-executive directors to retire at such meeting;

4.1.5.3

the identity of the non-executive directors to retire at such annual general meeting shall be determined
as at the date of the notice convening such meeting; and

4.1.5.4

a non-executive director retiring at an annual general meeting shall retain office until the close or
adjournment of such meeting.

4.1.6

Retiring directors shall be eligible for re-election to the office of director at any shareholders meeting only upon
the recommendation of the board.

4.1.7

Without derogating from the provisions of the Act, a director shall cease to be a director:
4.1.7.1

if the director gives notice to the Company of the director’s resignation as a director with effect from
the date of, or such later date as is provided for in, such notice;

4.1.7.2

if the director becomes insolvent, or assigns the director’s estate for the benefit of the director’s
creditors or suspends payment of the director’s liabilities or files a petition for the sequestration of the
director’s affairs, or compounds with the director’s creditors; and

4.1.7.3

if the director is requested in writing by all the director’s co-directors to resign.

Vacancies
4.2.1

The board may appoint any person who satisfies the requirements for election as a director to fill any vacancy and
serve as a director on a temporary basis until the vacancy is filled by election in accordance with section 68(1)
of the Act.

4.2.2

If the number of directors falls below the minimum provided for in this Memorandum, the remaining directors must
as soon as possible and in any event not later than three months from the date that the number of directors falls
below the minimum, fill the vacancies or call a shareholders meeting for the purpose of filling the vacancies. If
required by the Listings Requirements:
4.2.2.1

the appointment of a director to fill a vacancy or as an addition to the board must be confirmed by
shareholders at the next annual general meeting; and

4.2.2.2

after the expiry of the three month period the remaining directors shall be permitted to act for the
purpose of filling vacancies or calling shareholders meetings for the purpose of filling the vacancies.

4.3

Authority of the board of directors
The authority of the board to manage and direct the business and affairs of the Company, as contemplated in section 66(1),
is not limited, restricted or qualified by this Memorandum.

4.4

4.5

4.6

4.7

Directors’ meetings
4.4.1

This Memorandum does not restrict the directors from acting otherwise than at a meeting, as contemplated in
section 74(1) of the Act, and, for so long as it is required by the Listings Requirements, any resolution passed in
terms of this 9.4.1 must be inserted in the minute book of the Company.

4.4.2

The percentage or number of directors upon whose request a meeting of the board must be called in terms of
section 73(1) of the Act is not amended by this Memorandum.

4.4.3

This Memorandum does not restrict the board from conducting meetings, or directors from participating in
meetings, by electronic communication, as contemplated in section 73(3) of the Act.

4.4.4

The authority of the board to determine the manner and form of giving notice of its meetings is not limited, restricted
or qualified.

4.4.5

The authority of the board to proceed with a board meeting in accordance with the requirements of section 73(5)
(a) of the Act, despite a failure or defect in giving notice of the meeting applies without limitation, restriction or
qualification.

4.4.6

The quorum requirement for a directors’ meeting to begin, the voting rights at such a meeting, and the requirements
for approval of a resolution at such a meeting, as set out in section 73(5) of the Act, are not varied by this
Memorandum.

4.4.7

Subject to the Listings Requirements, in the case of an equality of votes at any meeting of the directors, the
chairman shall have a second or casting vote.

Chairman
4.5.1

The directors may elect from their number a chairman and a deputy chairman, or two or more deputy chairmen,
and decide the period for which each is to hold office. The directors may also remove any of them from such office
at any time. If neither a chairman nor a deputy chairman has been appointed or if at any meeting of the directors,
neither the chairman nor a deputy chairman is present within five minutes after the time appointed for holding the
meeting, the directors present may choose one of their number to be chairman of the meeting.

4.5.2

If at any time there is more than one deputy chairman, the right in the absence of the chairman to preside at a
meeting of the directors or of the Company shall be determined as between the deputy chairmen present, if more
than one, by seniority in length of appointment or otherwise as resolved by the directors.

Directors compensation and financial assistance to directors
4.6.1

The ability of the Company to pay remuneration to its directors for their service as directors in accordance with
section 66(9) of the Act applies without limitation, restriction or qualification.

4.6.2

This Memorandum does not limit, restrict or qualify the authority of the board to authorise the Company to provide
direct or indirect financial assistance to directors or persons related to directors contemplated in section 45 of the
Act.

Indemnification of directors, officers and employees
4.7.1

For the purposes of this 9.7, ‘director’ shall have the meaning ascribed to that term in section 78(1) of the Act.
The ability of the Company to advance expenses to a director to defend any legal proceedings arising from his
service to the Company, or to indemnify a director against such expenses if the proceedings are abandoned or
exculpate the director or arise in respect of any liability for which the Company may indemnify the director in terms
of sections 78(5) and 78(6) of the Act applies without limitation, restriction or qualification.

4.7.2

This Memorandum does not limit, restrict or qualify the ability of the Company to indemnify a director in respect of
any liability arising out of the director’s service to the Company to the fullest extent permitted by the Act.

4.7.3

Subject to the provisions of the Act, every director and other officer or employee of the Company (Indemnified
Person) shall be indemnified and held harmless by the Company against, and it shall be the duty of the directors
out of the funds of the Company to pay, all costs, losses and expenses, including reasonable travelling and
subsistence expenses, which any such Indemnified Person may incur or become liable to pay by reason of any
contract entered into, or any act or omission done or omitted to be done by him in the discharge of his duties or
in his capacity as such Indemnified Person, unless such an act or omission is attributable to his own negligence,
default, breach of duty or breach of trust.

4.7.4

Subject to the provisions of the Act, no Indemnified Person shall be liable for:
4.7.4.1

any act or omission of any other Indemnified Person; or

4.7.4.2

joining in any receipt or other act; or

4.7.4.3

any loss or expense suffered by the Company in consequence of any absence of, or any defect in, any
title to any property acquired by order of the directors for or on behalf of the Company; or

4.7.4.4

any absence of, or defect in, any security upon which any of the monies of the Company shall be
invested; or

173

4.7.4.5

any loss or damage arising from the insolvency or delictual act of any person with whom any monies,
shares or assets shall be deposited; or

4.7.4.6

any loss or damage occasioned by any error of judgement or oversight on the part of such Indemnified
Person; or

4.7.4.7

any other loss, damage or misfortune whatever which shall happen in or in relation to the execution of
his office or employment,

unless the same be attributable to his own negligence, default, breach of duty or breach of trust.
4.7.5

4.8

This Memorandum does not limit, restrict or qualify the ability of the Company to purchase insurance to protect a
director against any liability or expenses for which the Company is permitted to indemnify a director in terms of
the Act and this Memorandum, or to protect the Company against any contingency including, but not limited to:
4.7.5.1

any expenses that the Company is permitted to advance or for which the Company is permitted to
indemnify a director in terms of the Act; or

4.7.5.2

any liability for which the Company is permitted to indemnify a director in terms of the Act.

Committees and delegation
4.8.1

Without derogating from any of the provisions of the Act, nothing in this Memorandum (including this 9.8) limits,
restricts or qualifies the authority of the board to appoint any number of committees, or to delegate to any such
committee or any executive director of the Company any of the authority of the board.

4.8.2

Except to the extent that any board resolution establishing a committee provides otherwise, the members of the
committee:

4.8.3

4.9

4.8.2.1

may include persons who are not directors of the Company but any such person must not be ineligible
or disqualified to be a director in terms of section 69 of the Act. Any such persons shall not have a vote
on any matter to be decided by the committee;

4.8.2.2

may consult with or receive advice from any person;

4.8.2.3

may be remunerated for their services as such; and

4.8.2.4

provided that the committee is duly constituted, have the full authority of the board in respect of any
matter referred to it.

Without derogating from any of the provisions of the Act, the board may from time to time, where it has established
a committee or delegated any authority of the board to an executive director of the Company in terms of 9.8.1 and
9.8.2 above include in any such delegation the power to sub-delegate the powers referred to in 9.8.1 and 9.8.2
above to such person or persons as the committee or the executive director thinks fit, subject to such terms and
conditions as the committee or the executive director thinks fit, and may from time to time revoke, withdraw, alter
or vary all or any such powers.

Director may be employed in the Company or subsidiary
A director may be employed in any other capacity in the Company or as a director or employee of a subsidiary of the
Company and, in such event, his appointment and remuneration in respect of such other office must be determined by a
disinterested quorum of directors.

4.10

Directors’ travelling and other expenses
Directors may be paid all their travelling and other expenses, properly and necessarily incurred by them in and about the
business of the Company, and in attending meetings of the directors or of committees of the directors; and, if any director is
required to perform extra services, to reside abroad or be specifically occupied about the Company’s business, he may be
entitled to such remuneration as is determined by a disinterested quorum of directors, which may be either in addition to or
in substitution for any other remuneration payable, subject to the provisions of the Act.

4.11

Life directorships
For so long as required by the Listings Requirements, life directorships and directorships for an indefinite period are not
permissible.

SCHEDULE 1
Authorised Shares
A.

B.

Classified shares
1,500,000,000 ordinary no par value shares, each of which shall entitle the holder, subject to any preferences, rights or other share
terms of any class of shares in the Company ranking prior to the ordinary shares:
•

to one vote for every ordinary share at every general meeting or annual general meeting, in person or by proxy;

•

to receive any distribution in accordance with the holder’s voting power;

•

on a liquidation of the Company, to receive the net assets of the Company in accordance with the holder’s voting power;

•

to all of the preferences, rights or other terms set out in the Act and this Memorandum;

•

to any other rights at common law insofar as such rights are not inconsistent with this Memorandum or the Act.

Unclassified shares
None.
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Extracts from Dis‑Chem Distribution’s memorandum and articles of association are set out below:
ISSUE OF SHARES AND DEBENTURES
5.

6.

Subject to the provisions of the Act and any applicable provisions of the memorandum and without prejudice to any special rights
previously conferred on the holders of existing shares, a general meeting, or the directors with prior approval of the company in
general meeting may –
(a)

Issue any shares (including shares with such preferred, deferred or other special rights, or subject to such restrictions
whether in regard to dividend, voting, return of capital or otherwise) as the company may from time to time determine;

(b)

Create, issue and re-issue secured or unsecured debentures;

(c)

With the sanction of a special resolution, issue preference shares which are, or at the option of the company are liable, to be
redeemed on such terms and in such manner as the company before the issue of the shares may determine. The special
resolution sanctioning any such issue shall also rectify by way of an addition to these articles the terms on which and the
manner in which any such preference shares shall be redeemed.

If any shares of the company are issued for the purpose of raising money to defray the expenses of the construction of any works
or buildings or the provision of any plant which cannot be made profitable for a lengthy period, the company may, with the prior
approval of the Minister of Health, pay interest at a rate not exceeding six per centrum (6%) per annum or such lower rate as may,
for the time being, be prescribed by the Minister of Health, on the issued share capital for the period and subject to the conditions
and restrictions specified in the Act, and may charge the same to capital as part of the cost of construction of the works or buildings
or the provision of plant.

DIRECTORS
55.

The minimum number of directors shall not be less than 1 (one). Until the consent to act as a director has been acknowledged by
the Registrar of Companies every subscriber of the memorandum of the company shall be deemed for all purposes to be a director
of the company.

56.

Until a certificate entitling the company to commence business has been issued, the directors and subscribers of the memorandum
shall be jointly and severally liable for all debts and liabilities arising from any business conducted by the company.

57.

A general meeting shall have the power, from time to time, to appoint anyone as a director, either to fill a casual vacancy or as an
additional director.

58.

At any general meeting of a company a motion for the appointment of two or more persons as directors of the company by single
resolution shall not be moved, unless a resolution that it shall be so moved has first been agreed to by the meeting without any vote
being given against it.

59.

The continuing directors may at, notwithstanding any vacancy in their body but, if and for so long as their number is reduced below
the minimum number of directors required to act as such for the time being, the continuing directors may act only to increase the
number of directors to the required minimum, or to summon a general meeting for that purpose: Provided that if there is no director
able or willing to act then any member may convene a general meeting for that purpose.

60.

Neither a director nor an alternate director shall be obliged to hold any qualification shares.

REMUNERATION
61.

The remuneration of the directors and staff is set by the directors annually for a financial year at a directors meeting. Members who
have an e-mail address shall be given notice of such remuneration by e-mail. At the request of any member/s the auditors shall
appoint an independent remuneration specialist provided that the member/s requesting such review pay the costs thereof prior to
any costs being incurred. The company, members and directors will be bound by the finding of such remuneration specialist acting
as an expert. The company pays or reimburses the directors for any company business expenses. The directors can make small
adjustments to remuneration as required without giving notice.

62.

The directors shall be paid all travelling, subsistence, and other expenses properly incurred by them in the execution of their duties
in or about the business of the company and which are authorized or approved by the directors.

ALTERNATE DIRECTORS
63.

Each director shall have the power to nominate any person, whether a member of the company or not, possessing the necessary
qualifications of a directors, to act as alternate director in his place during his absence or inability to act as such director, provided
that the appointment of an alternate director shall be approved by the board which approval shall not be unreasonably withheld and
on such appointment being made, the alternate director shall, in all respects, be subject to the terms, qualifications, and conditions
existing with reference to the other directors of the company.

64.

The appointment of an alternate director shall be revoked if the directors reasonably withdraw their approval to his appointment;
and the alternate director shall cease to hold office, whenever the director who appointment him ceases to be a director or gives
notice to the company that the alternate director representing him has ceased to do so, or in the event of the disqualification or
resignation of any alternate director during the absence or inability to act of the director whom he represents, the vacancy so arising
shall be filled by the chairperson of the directors who shall nominate a person to fill such a vacancy, subject to the approval of the
board.

65.

An alternate director shall –
(a)

Only be entitled to attend or act or vote at any meeting of directors if the director to whom he is an alternate is not present,
provided that he may attend a meeting of directors at which the director to whom he is an alternate is present if the other
directors agree thereto;

(b)

Only be entitled to sign a resolution which may be validly and effectively passed otherwise than at a meeting of directors
in terms of the Act if the director to whom he is an alternate is then absent from the town in which the registered office is
situated or is incapacitated;
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(c)

Subject to the foregoing, generally exercise all the rights of the director to whom he is an alternate in the absence or
incapacity of that director;

(d)

In all respects be subject to the terms and conditions existing with reference to the appointment, rights and duties and the
holding of office of the director to whom is an alternate, but shall not have any claim of any nature whatever against the
company for any remuneration of any nature whatever.

POWERS AND DUTIES OF DIRECTORS
66.

The business of the company shall be controlled and managed by the directors who may pay all expenses incurred in promoting
and incorporating the company, and may exercise all such powers of the company as are not by the Act, or by these articles
required to be exercised by the company in general meeting, subject to these articles, and to the provisions of the Act, and to such
regulations, not inconsistent with the aforesaid articles or provisions, as maybe prescribed by the company in general meeting; but
no regulations prescribed by the company in general meeting shall invalidate any prior act of the directors which would have been
valid if such regulation had not been made.

67.

Subject to compliance with the provisions of the Act, a director shall not be liable (in the absence of any agreement to the contrary)
to account to the company for any profit or other benefit arising out of any contract which directly or indirectly affects or relates to
the company.

68.

A director who has disclosed his interest in any contract or proposed contract in accordance with the Act may be counted in a
quorum for the purpose of a meeting of directors to consider any matter; and shall be entitled to vote in regard to any matter relating
to that contract.

BORROWING POWERS
69.

The directors may exercise all the powers of the company to borrow money and to mortgage or bind its undertaking and property or
any part thereof and to issue debentures, debenture stock and other securities whether outright or as security for any debt, liability
or obligation of the company or of any third party.

MANAGING DIRECTORS
70.

The directors may from time to time appoint one or more of their number to be managing director or joint managing directors of
the company or to be the holder of any other executive office in the company, including for the purpose of these articles the office
of chairperson and may, subject to any contract between him or them and the company, from time to time terminate his or their
appointment and appoint another or others in his or their place or places.

71.

A managing director may be appointed by contract for a maximum period of five (5) years at any one time and he shall not be
subject to retirement by rotation and be taken into account in determining the rotation of retirement of directors, but his appointment
shall determine if he ceases for any reason to be a director.

72.

The directors may from time to time entrust to or confer upon a managing director or manager, for the time being, such of the
powers and authorities vested in them as they may think fit, and may confer such powers and authorities for such time and to
be exercised for such objects and purposes and upon such terms and conditions and with such restrictions as they may think
expedient, and they may confer such powers and authorities either collaterally or to the exclusion of, or in substitution for, all or any
of the powers and authorities of the directors and may from time to time revoke or vary all or any of such powers and authorities.

ROTATION OF DIRECTORS
73.

The company in general meeting may from time to time determine the number of directors, their terms of office and the manner of
their retirement.

74.

If at any meeting at which an election of directors ought to take place the offices of the retiring directors are not filled, unless it is
expressly resolved not to fill such vacancies, the meeting shall stand adjourned and the provisions of articles 40 and 41 shall apply
mutatis mutandis to such adjournment, and if at such adjourned meeting the vacancies are not filled, the retiring directors or such
of them as have not had their offices filled shall be deemed to have been re-elected at such adjourned meeting unless a resolution
for the re-election of any such director shall have been put to the meeting and negatived.

75.

Unless the company in general meeting otherwise determines any casual vacancy occurring on the board of directors may be filled
by the directors, but the director so appointed shall be subject to retirement at the same time as if he had become a director on the
day on which the director in whose stead he is appointed was last elected a director.

76.

The director shall have power at any time and from time to time to appoint a person as an additional director but so that the total
number of directors shall not at any time exceed the number fixed according to these articles and such director shall retire from
office at the next following annual general meeting and shall then be eligible for re-election but shall not be taken into account to
determine which directors are to retire by rotation at such meeting.

INTEREST OF DIRECTORS IN CONTRACTS
79.

(1) A
 director of the company who is in any way, whether directly or indirectly, materially interested in a contract or proposed
contract referred to in sub-article (2), which has been or is to be entered into by the company or who so becomes interested
in any such contract after it has been entered into, shall declare his interest and full particulars thereof as provided in the Act.
The provisions of sub-article (1) shall apply to any contract or proposed contract which is of significance in relation to the company’s
business and which is entered into or to be entered into(a)

In pursuance of a resolution taken or to be taken at a meeting of directors of the company; or

(b)

By a director or officer of the company who either alone or together with others has been authorized by the directors of the
company to enter into such contractor any contract of similar nature

2. (a) For the purposes of sub-article (1) a general notice in writing given to the directors of the company by a director thereof to
the effect that he is a member of a specified company or firm and is to be regarded as interested in any contract which may
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after the date of notice and before the date of its expiry be made with that company or firm, shall be deemed to be a sufficient
declaration of interest in relation to any contract or proposed contract so made or to be made ifi.

The nature and extent of the interest of the said director in such company or firm is indicated in the said notice; and

ii.

At the time the question of confirming or entering into the contract in question is first considered or at the time such director
becomes interested in a contract after it has been entered into, the extent of his interest in such company or firm is not
greater than is stated in the notice.

(b) A
 general notice under (a) may from time to time be amended and shall not be effective beyond the end of the financial year of
the company but may from time to time be renewed.
3. Nothing in this article shall be taken to prejudice the operation of any rule of law restricting directors of a company from having
any interest in contracts with the company.
80.

(1) No declaration of interest by a director under article 79 shall be of any effect unless it is made at or before the meeting of
directors at which the question of confirming or entering into the contract if is first taken into consideration and, if in writing, is
read out to the meeting or each director present states in writing that he has read such declaration.
(2) If for any reason it is not possible for a director to make any such declaration at or before a particular meeting of directors, he
may make it at the first meeting of directors held thereafter at which it is possible for him to do so and shall in that event state
the reason which it was not possible to make it at such particular meeting.

81.

Subject to the provision of section 36 of the Act no resolution which concerns contracts or proposed contracts referred to in article
79 shall be valid unless the provisions of that article and article 80 are complied with.

82.

(1) A director or officer referred to in article 79(2)(b) who is in any way, whether directly or indirectly, materially interested in any
proposed contract to be entered into by him on behalf of the company, shall, before entering into such contract, declare interest
and the full particulars thereof at a meeting of directors as prescribed by article 80 and shall not enter into such contract unless
and until a resolution has been passed by the directors approving thereof.
(2) Any such officer who becomes materially interested in any contract entered into by him on behalf of the company after it was
entered into, shall forthwith declare his interest and the full particulars thereof by written notice given to the directors.
(3) A notice referred to in sub-article (2) may be delivered to the secretary of the company, if the company has a secretary, and the
secretary shall forthwith transmit it to the directors for whom it is intended.
(4) Nothing in this article shall be taken to prejudice the operation of any rule of law restricting an officer of the company from having
an interest in contracts with the company.

83.

If a director of a company is in any way, whether directly or indirectly, materially interested in a contract or proposed contract which
is placed before the company at any meeting thereof for confirmation or authorization, the notice convening any such meeting shall
state the full particulars of the interest in such a contract of the director concerned.

84.

(1) Every declaration of interest made under article 234, 235 or 237 shall be recorded in the minutes of the meeting of directors
at which the declaration is made, and any declaration of interest by any officer under article 237(2) shall be recorded in the
minutes of the first meeting of directors held after the date of the declaration.
(2) Where any such declaration is made in writing, the company shall, unless copies of the minutes are circulated to the directors,
cause the minute recording the declaration to be read out at the first meeting of directors held after the meeting in the minutes
of which the declaration was recorded.

85.

(1) The company shall keep at its registered office or at the office where it is made up a register of interests in contracts in one of
the official languages of the Republic, and shall enter therein the particulars of any declarations of interest made under article
79, 80 or 82 including any amendments under article 79(3)(b).
(2) The provisions of article 101 relating to the inspection of minutes shall mutatis mutandis apply to an inspection of the register of
interest in contracts of directors and officers.

86.

A director may be employed by or hold any office of profit under the company in conjunction with the office of director, other
than that of auditor of the company, and upon such terms as to appointment, remuneration and otherwise as the directors may
determine, and any remuneration so paid may be in addition to the remuneration payable in terms of article 61 of these articles;
Provided that the appointment of a director in any other capacity in the company and his remuneration must be determined by a
disinterested quorum of directors, if there are more than three (3) directors of the company.

SHARE CAPITAL
•

Par Value: The share capital of the Company is 1000.00 rand divided into:
(i)

1000 ORDINARY par value shares of 1.00 rand/cent each

(ii)

0 preference par value shares of 0.00 rand/cent each; and

(iii) 0.00 redeemable preference par value shares of 0.00 rand/cent each.
•

No par value:
(i)

The number of no par value ordinary shares is 0;

(ii)

The number of no par value preference shares is 0; and

(iii) The number of redeemable no par value preference shares is 0.
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Annexure 13

Material Agreements
The material agreements that have been entered into by the Company during the two years preceding the date of this document, other
than in the ordinary course of the business carried on by the Company, are described below.
For a description of the Group’s facilities agreements, see “Annexure 10: Details of Material Borrowings and Material Inter-Company
Loans – Material loans made by third parties to the Group and its Major Subsidiary, or any subsidiary where such loans are material to
the Company, and other material financial and other documents in South Africa”.
For a description of the Repurchase Agreement entered into in connection with the Share Repurchase, see “Particulars of the Offer –
Share Repurchase and Share Capital on the Date of Listing”.
Dis‑Chem Distribution reorganisation
In January 2016, the Group underwent a group reorganisation transaction pursuant to which Dis‑Chem acquired Dis‑Chem Distribution
Proprietary Limited (“Dis‑Chem Distribution”) to form a consolidated group. The reorganisation was implemented by way of an asset for
share agreement (the “Asset for Share Agreement”) between Dis‑Chem Distribution and Dis‑Chem The Villa Shopping Centre Proprietary
Limited (“Villa”), a wholly owned subsidiary of Dis‑Chem Distribution, and an amalgamation transaction agreement (the “Amalgamation
Agreement”) between Dis‑Chem Distribution and Dis‑Chem. Further details of these agreements are set forth under “Incorporation and
Share Capital – Reorganisation” and copies of these agreements will be available for inspection in connection with this Pre-listing
Statement.
In terms of the Asset for Share Agreement, Dis‑Chem Distribution agreed to dispose of its business to Villa in exchange for 800 ordinary
shares in Villa, thus increasing its shareholding in Villa from 200 ordinary shares to 1,000 ordinary shares. Thereafter, in accordance with
the terms of the Amalgamation Agreement, Dis‑Chem Distribution agreed to dispose of the 1,000 ordinary shares it held in Villa
(comprising the entire issued share capital of Villa) to Dis‑Chem in exchange for shares in Dis‑Chem. In anticipation of its winding up,
Dis‑Chem Distribution then distributed the shares held by it in Dis‑Chem to the shareholders of Dis‑Chem Distribution, which shareholders
held shares in Dis‑Chem in the same proportions as their erstwhile shareholding in Dis‑Chem Distribution. Dis‑Chem Distribution was
thereafter wound up and Villa changed its name to “Dis‑Chem Distribution” and continued to carry on the business that had been carried
on by Dis‑Chem Distribution before the reorganisation.
CJ Group Transaction
In September 2016, Dis‑Chem entered into a share purchase agreement (the “ CJ Share Purchase Agreement”) with the minority
shareholder in each of CJ Pharmaceutical Enterprises Proprietary Limited, CJ Pharmaceutical Marketing Proprietary Limited and The
Local Choice (Collectively, “the CJ Group Entities”), Minlou, in terms of which Dis‑Chem agreed to purchase: (i) all of the shares in, and
claims against, the CJ Group Entities held by Minlou that were not already owned by Dis‑Chem, being the remaining 49.9% of the issued
share capital of each CJ Group Entity, resulting in the CJ Group Entities becoming a wholly owned subsidiaries of Dis‑Chem; and (ii) all
of the issued shares in, and claims against, Pharmacy Development held by Minlou, comprising 34.9% of the issued share capital of
Pharmacy Development; and (iii) all of the shares in, and claims against, Evening Star held by Minlou, comprising 25.33% of the issued
share capital of Evening Star. The transactions in (ii) and (iii) resulted in Dis‑Chem increasing its stake in each of Pharmacy Development
and Evening Star to 69.97% and 51.33% respectively with the remaining interest being held by certain minority shareholders. The
purchase consideration for the above shares (the “Sale Shares”) and claims was settled by the issuance of 126,498 new Ordinary Shares
to Minlou (before the 150-to-1 split described in “Incorporation and Share Capital – Alterations to Share Capital”). In terms of the CJ Share
Purchase Agreement, Minlou provided certain representations and warranties to Dis‑Chem in respect of the Sale Shares which are
customary for a transaction of this nature. The CJ Share Purchase Agreement was conditional on: (i) the shareholders of Dis‑Chem
waiving any rights of pre-emption they may have in respect of the Ordinary Shares to be issued by Dis‑Chem as consideration for the
Sale Shares; and (ii) any shareholders of the CJ Group Entities, Pharmacy Development and Evening Star (other than Minlou) waiving
any rights they may have in respect of the Sale Shares. The CJ Share Purchase Agreement became unconditional on 1 September 2016.
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Annexure 14

King III Register
Dis‑Chem PHARMACIES LIMITED
KING III CODE
Preamble
The Board recognises the link between effective governance, sustainable performance and the creation of long term value for all of its
stakeholders. The Board is committed to the principles of transparency, integrity, fairness and accountability, and recognises the need
to implement good corporate governance principles. The Board therefore seeks to apply the principles as set out in King III.
Dis‑Chem has performed an assessment of the application of the principles set out in King III. The assessment is reflected below
together with key actions envisaged to achieve application, where gaps exist.
Key:
Applied
Partially applied/improvement initiatives in progress
Not applicable
Principle

✓
≈
n/a

Applied Comments

Chapter 1 – Ethical leadership and corporate citizenship
1.1.
The Board should
The board operates in accordance with a board charter which holds it responsible for
✓
provide effective
developing and managing the strategy and control of DisChem. The board leads the
leadership based on an
organisation in accordance with principles based on transparency, accountability, integrity
ethical foundation
and ethical leadership. Appointments to the board have been made based on skill, expertise
and experience required to provide DisChem with a strategy which will be sustainable and
ethical and will also take into account the short and long– term impacts on the economy,
society and the environment and internal and external stakeholders. The board will also be
accountable under the code of ethics of DisChem.
1.2.
The Board should
The board ensures that DisChem is, and is seen to be, a responsible corporate citizen by
✓
ensure that the
having regard to not only the financial aspects of the business of DisChem. Under the board
Company is and is
charter, the board is required to consider the impact of DisChem’s operations on society and
the environment in conjunction with its financial performance. The board is cognisant that its
seen to be a
responsible corporate
performance and interaction with stakeholders is guided by the Constitution and the Bill of
citizen
Rights and that it must procure that management develops and implements corporate
citizenship policies and programmes with relevant stakeholders.
1.3.
The Board should
The Board is committed to actively cultivating a culture of ethical conduct. The social and
✓
ethics committee has been established and is mandated to exercise oversight over ethics
ensure that the
management within the Group and to ensure that the board has a full understanding of ethics
Company’s ethics are
managed effectively
related matters. The social and ethics committee will meet at least twice a year. The board
charter, along with DisChem’s code of ethics, requires the board to build and sustain an
ethical corporate culture in DisChem. DisChem’s ethics performance will be assessed and
monitored accordingly.
Chapter 2 – Board and Directors
2.1.
The Board should act
as the focal point for
and custodian of
corporate governance

2.2.

2.3.

The Board should
appreciate that
strategy, risk,
performance and
sustainability are
inseparable
The Board should
provide effective
leadership based on an
ethical foundation

✓

✓

✓

The board will operate in accordance with a board charter which sets out the board’s
responsibilities to ensure that it directs, governs and maintains effective control of DisChem
and that relationships with management and stakeholders are monitored. The board as a
whole is responsible for effective corporate governance. Through its meetings and interaction
with management, the Board ensures that applicable principles are implemented and a high
level of compliance maintained. The board will meet as often as is required to fulfil its duties
but at least four times a year.
In assessing performance and strategy, the board takes cognisance of sustainable
development and risk management in its decision-making. This performance is assessed by
the audit and risk committee and considered at the main board level.

Ethics form part of the values of DisChem and the board. The social and ethics committee is
responsible for giving direction and providing oversight over ethical leadership within the
Group.
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Principle
2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

2.11.

2.12.

2.13.

2.14.

2.15.
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The Board should
ensure that the
Company is and is
seen to be a
responsible corporate
citizen
The Board should
ensure that the
Company’s ethics are
managed effectively
The Board should
ensure that the
Company has an
effective and
independent audit
committee
The Board should be
responsible for the
governance of risk
The Board should be
responsible for
information technology
(IT) governance
The Board should
ensure that the
Company complies
with applicable laws
and considers
adherence to nonbinding rules, codes
and standards
The Board should
ensure that there is an
effective risk-based
internal audit
The Board should
appreciate that
stakeholders’
perceptions affect the
Company’s reputation
The Board should
ensure the integrity of
the company’s
integrated report
The Board should
report on the
effectiveness of the
Company’s system of
internal controls
The Board and its
Directors should act in
the best interests of the
Company

The Board should
consider business
rescue proceedings or
other turnaround
mechanisms as soon
as the Company is
financially distressed
as defined in the South
African Companies Act

Applied Comments
✓

The board ensures that DisChem is, and is seen to be, a responsible corporate citizen by
having regard to not only the financial aspects of the business of DisChem. The Board is
responsible for ensuring that the Group protects and enhances the well-being of the
economy and society.

✓

Ethics are the responsibility of the board as a whole. The management of ethics forms an
important aspect of the Board’s responsibility and focus.

✓

The Group’s audit and risk committee has been established and consists of three independent
non-executive Directors, with the collective skills and experience required to perform their
duties and appropriate to DisChem. The chairman of the board is not a member of the audit
committee. The members of the audit and risk committee have the necessary financial
experience and skills to serve on such a committee.

✓

The board as a whole is responsible for the governance of risk. The audit and risk committee
has been established to assist the board in this regard. Refer to 4.1.

✓

The board as a whole is responsible for the governance of IT. The audit and risk committee
assists the board in this regard. Refer to 5.1.

✓

Compliance with all applicable laws and adherence to non-binding rules, codes and
standards form part of the responsibility of the board and represents the values of DisChem
in its role as a responsible corporate citizen. The various board sub-committees i.e. the audit
and risk and the social and ethics committees, assist the board in monitoring such
compliance.

✓

The audit and risk committee formulates and monitors DisChem’s risk management policies,
monitors DisChem’s governance compliance and oversees the scope and performance of
internal audit.

✓

DisChem engages its stakeholders on multiple levels and this allows DisChem to manage
issues effectively and timeously and also mitigate/reduces the likelihood of reputational
risks. Refer to 8.1.

≈

DisChem will take the necessary measures to ensure the integrity of the integrated report
when it is issued post-Listing, including a multi-faceted approach involving the audit and risk
committee. Refer also to 9.1.

≈

The board will report on the effectiveness of DisChem’s system on internal control.

✓

The board and directors are cognisant of their fiduciary and other duties and responsibilities
under the Companies Act and King III. Directors will be required to exercise objective
judgement and there will be a board agreed process through which directors will be
permitted to take independent advice. The board charter requires disclosure of conflicts of
interest, which are also underpinned by the applicable law and regulations. Appropriate
policies in respect of dealing in securities by the directors, management officials and other
employees will be enforced.
The board monitors the solvency and liquidity of DisChem continuously and will be required
to issue going concern statements. This will enable the board to consider business rescue
against other appropriate measures should DisChem become financially distressed.

✓

Principle
2.16.

2.17.

2.18.

2.19.

2.20.

2.21.

2.22.

2.23.

2.24.

2.25.

2.26.

Applied Comments

The Board should elect
a chairman of the
Board who is an
independent NonExecutive Director. The
CEO of the Company
should not also fulfill
the role of chairman of
the Board
The Board should
appoint the chief
executive officer and
establish a framework
for the delegation of
authority
The Board should
comprise a balance of
power, with a majority
of Non-Executive
Directors. The majority
of Non-Executive
Directors should be
independent
Directors should be
appointed through a
formal process

✓

The chairman of the board is an independent non-executive director. The board charter
formalises the role of the chairman and his/her performance will be assessed annually.
The chief executive officer of DisChem does not also fulfil the role of Chairman.

✓

The board has appointed a chief executive officer of DisChem, as well as key members of
the senior management team, who are required to function in terms of an approvals
framework wherein the board defines its own levels of materiality and delegates functions of
management appropriately.

✓

The majority of the members of the board are non-executive directors and a majority of such
non-executive directors are also independent. In making further appointments to the board,
the board charter requires directors to consider the appropriate skills and experience, as
well as the diversity and demographics required, to ensure that the board can discharge its
functions effectively.

✓

The induction of and
ongoing training and
development of
Directors should be
conducted through
formal processes
The Board should be
assisted by a
competent, suitably
qualified and
experienced company
secretary
The evaluation of the
Board, its committees
and the individual
Directors should be
performed every year
The Board should
delegate certain
functions to wellstructured committees
but without abdicating
its own responsibilities

✓

Appointments to the board are a matter for the consideration of the board as a whole and are
to be made in a formal and transparent manner. In this process, the board is assisted by the
nomination committee, acting under the guidance of the chairman of the board, which will be
tasked with developing and recommending to the board criteria for selection of candidates
to serve on the board and assisting the board with identifying and evaluating suitable
nominees to recommend to shareholders for election.
The nomination committee has the function to ensure that new directors undergo an
appropriate induction process and it recommends to the board the need for board
participation in continued education programmes.

A governance
framework should be
agreed between the
Company and its
subsidiary boards
Companies should
remunerate Directors
and executives fairly
and responsibly
Companies should
disclose the
remuneration of each
individual director and
certain senior
executives

✓

✓

The board has appointed a company secretary who is not a director of DisChem and who
the board believes is suitably qualified and experienced to fulfil his functions in assisting the
board and the chairman appropriately and on an objective, arm’s length basis.

✓

The board charter requires the board to conduct annual evaluations of its performance
against its roles and responsibilities, as well as that of individual directors. Each committee
shall evaluate its own performance and the nomination committee shall monitor and report
to the board periodically on the performance of the committees. An overview of this process
will be disclosed in DisChem’s integrated annual report.
The board has established an audit and risk committee, a nomination and remuneration
committee and a social and ethics committee. Formal terms of reference have been adopted
for each of these committees, which will be reviewed on an annual basis. The composition
of each committee, as well as a description of its terms of reference, will be disclosed in
DisChem’s integrated annual report. Delegating authority to board committees or
management, other than the specific matters for which the audit and risk committee carries
ultimate accountability in terms of the Companies Act, does not mitigate or discharge the
board and its directors of their duties and responsibilities and the board fully acknowledges
this fact. Committee chairpersons report back to the board at board meetings.
As a listed entity, the board and management are cognisant that DisChem must comply with
the listings requirements of the JSE Limited. Particular regard is had to managing the trading
of securities, closed periods and managing price sensitive information. The board charter
requires the board to respect the fiduciary responsibilities of any director serving on a
subsidiary board in a representative capacity.
The remuneration committee ensures that the remuneration policy is aligned with DisChem’s
strategic goals and linked to individual performance.

✓

✓

≈

The remuneration report of DisChem, which will be published in its first integrated annual
report, will disclose the details of the remuneration for all directors and prescribed officers of
DisChem, in accordance with the requirements of the Companies Act, the Listings
Requirements of the JSE Limited and King III.
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Principle
2.27.

Shareholders should
approve the Company’s
remuneration policy

Chapter 3 – Audit Committees
3.1.
The Board should
ensure that the
Company has an
effective and
independent audit
committee
3.2.
Audit committee
members should be
suitably skilled and
experienced
independent NonExecutive Directors
3.3.
The audit committee
should be chaired by
an independent
Non-Executive Director
3.4.
The audit committee
should oversee
integrated reporting
3.5.
The audit committee
should ensure that a
combined assurance
model is applied to
provide a coordinated
approach to all
assurance activities
3.6.
The audit committee
should satisfy itself of
the expertise,
resources and
experience of the
Company’s finance
function
3.7.
The audit committee
should be responsible
for overseeing of
internal audit
3.8.
The audit committee
should be an integral
component of the risk
management process
3.9.
The audit committee is
responsible for
recommending the
appointment of the
external auditor and
overseeing the external
audit process
3.10. The audit committee
should report to the
Board and
shareholders on how it
has discharged its
duties

Applied Comments
≈

Every year, the remuneration report of DisChem, which will be published in its integrated
annual report, will be presented to shareholders to pass a non-binding advisory vote at
DisChem’s annual general meeting.

✓

DisChem has established an audit and risk committee, comprised of independent nonexecutive directors, the terms of reference of which have been approved by the board and
comply with section 94 of the Companies Act and King III.

✓

The members of the audit and risk committee are 3, independent non-executive directors of
DisChem. The members are professionally qualified, financially literate and have the requisite
industry skills and experience.

✓

The chairman of the audit and risk committee is an independent non-executive director.

✓

The terms of reference of the audit and risk committee require the committee to oversee the
integrated annual report and impose suitable duties upon the committee to ensure that this
is attended to.
The terms of reference of the audit and risk committee require the committee to ensure that
an appropriate combined assurance model, which addresses all the significant risks of
DisChem, is implemented.

✓

✓

The terms of reference of the audit and risk committee require the committee to satisfy itself
of the appropriateness of the expertise and adequacy of resources of the finance function of
DisChem, including that of the chief financial officer of DisChem. The results of such a review
will be disclosed in the integrated annual report.

✓

The terms of reference of the audit and risk committee require it to agree and approve the
internal audit plan, evaluate the performance of the internal audit function, ensure that it is
subject to an independent quality review and ensure that the internal audit function is
adequately resourced.
The terms of reference of the audit and risk committee require the committee to oversee
DisChem’s risk management process and in particular, have regard to the financial reporting
risks, internal financial controls, fraud risks and IT governance (including IT risks which
relate to financial reporting).
The audit and risk committee is responsible for overseeing the external audit process, fees,
terms of engagement and remuneration, the policy for non-audit services and Reportable
Irregularities. Accordingly, the audit and risk committee recommends external auditor
appointments to the board.

✓

✓

✓

Chapter 4 – The governance of risk
4.1.
The Board should be
✓
responsible for the
governance of risk

4.2.
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The Board should
determine the levels of
risk tolerance

✓

The terms of reference of the audit and risk committee require the committee to report to the
board on its statutory duties and the duties assigned to it by the board at each board
meeting. The committee is also required to report to shareholders on its statutory duties and
the same will be disclosed in DisChem’s integrated annual report.

The board charter establishes the board’s ultimate responsibility for risk governance. The
audit and risk committee has been established to assist the board in this regard. The terms
of reference of the audit and risk committee require that the committee develops a policy and
plan for a system and process of risk management, which is documented and approved by
the board on an annual basis.
The board charter requires the board to set DisChem’s level of risk tolerance and limits for
DisChem’s risk appetite on an annual basis and monitor the same accordingly.

Principle
4.3.

4.4.

4.5.

4.6.

4.7.

4.8.

4.9.

4.10.

The risk committee or
audit committee should
assist the Board in
carrying out its risk
responsibilities
The Board should
delegate to
management the
responsibility to design,
implement and monitor
the risk management
plan
The Board should
ensure that risk
assessments are
performed on a
continual basis
The Board should
ensure that frameworks
and methodologies are
implemented to
increase the probability
of anticipating
unpredictable risks
The Board should
ensure that
management considers
and implements
appropriate risk
responses
The Board should
ensure continual risk
monitoring by
management
The Board should
receive assurance
regarding the
effectiveness of the risk
management process
The Board should
ensure that there are
processes in place
enabling complete,
timely, relevant,
accurate and
accessible risk
disclosure to
stakeholders

Applied Comments
✓

The audit and risk committee has been established to assist the board in carrying out its risk
responsibilities, overseeing internal financial controls, overseeing financial reporting risks
and overseeing fraud risks as they relate to financial reporting and IT risks as they relate to
financial reporting.

✓

The Chief Financial Officer is accountable to the board for designing, implementing and
monitoring the process of risk management and integrating it into the day-to-day activities of
the Company. The board charter and the terms of reference of the audit and risk committee
will delegate the development of the risk strategy to management through systems and
processes. Management is accountable to integrating risk management into the daily
activities of DisChem.

✓

The audit and risk committee is responsible to ensure that effective and on-going risk
assessments are performed and that a systematic, documented, formal risk assessment is
conducted annually.

✓

The audit and risk committee are required to ensure that the risk management framework
and processes are in place to implement the same are adequate for the purpose of
anticipating unpredicted risks.

✓

The terms of reference of the audit and risk committee requires the committee to ensure that
management develops adequate risk responses. The appropriateness of risk responses is
reviewed by the audit and risk committee as well as the board.

✓

The terms of reference of the audit and risk committee requires the committee to ensure that
there is effective and continual monitoring of risk management and that the responsibility for
monitoring risk is defined in the risk management plan. The audit and risk committee
provides regular feedback to the board on matters within its mandate.
Management provides assurance to the audit and risk committee that the risk management
plan is integrated into the daily activities of DisChem and that internal audit provides a
written assessment of the effectiveness of the system of internal controls and risk management
to the board.

✓

≈

The audit and risk committee will disclose in the integrated annual report any undue,
unexpected or unusual risks, such as material losses. The chief audit executive and the
Group’s external auditors provide oversight in this regard.

Chapter 5 – The governance of Information Technology
5.1.
The Board should be
The board charter requires the board to assume responsibility for IT governance and the
✓
responsible for IT
audit and risk committee assists the board in carrying out these duties by establishing
governance
appropriate IT policies, frameworks and strategy. IT is represented at audit and risk
committee and board level.
5.2.
IT should be aligned
The audit and risk committee ensures that DisChem’s IT strategy is integrated into DisChem’s
✓
with the performance
business processes.
and sustainability
objectives of the
Company
5.3.
The Board should
Management is responsible for the implementation of the structures, processes and
✓
delegate to
mechanisms for the IT governance framework. A suitably qualified and experienced chief
management the
information officer is mandated by the board to guide IT governance within the Group.
responsibility for the
implementation of an IT
governance framework
5.4.
The Board should
The audit and risk committee oversees the value delivery of IT and monitors the return on
✓
monitor and evaluate
investment from significant IT projects. In addition, the committee ensures that processes
significant IT
are in place to protect DisChem’s information systems.
investments and
expenditure
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Principle
5.5.

5.6.

5.7.

Applied Comments

IT should form an
integral part of the
company’s risk
management
The Board should
ensure that information
assets are managed
effectively

✓

A risk committee and
audit committee should
assist the Board in
carrying out its IT
responsibilities

✓

✓

The terms of reference of the audit and risk committee require the committee to ensure that
management demonstrates that DisChem has adequate business resilience arrangements
in place for disaster recovery and that DisChem complies with all IT laws and related rules,
codes and standards.
The board is responsible for IT governance and accordingly ensures that information assets
are identified, managed and treated as important business assets. The terms of reference of
the audit and risk committee require the committee to ensure that systems are in place for
the management of information which includes security, information management and
privacy.
The audit and risk committee require the committee to ensure that IT risks are adequately
addressed and that assurance is given to confirm that adequate controls are in place. The
chief information officer reports to the main boards.

Chapter 6 – Compliance with laws, codes, rules and standards
6.1.
The Board should
DisChem has adequate systems and functions in place to ensure that it complies with all
✓
ensure that the
applicable laws and any instances in respect of exceptions, shortcomings and proposed
changes are managed by the board. The various board sub-committees i.e. the audit and
Company complies
risk and the social and ethics committees, assist the board in monitoring such compliance.
with applicable laws
and considers
adherence to nonbinding rules, codes
and standards
6.2.
The Board and each
The directors appointed to the board of DisChem are suitably skilled and experienced with
✓
individual director
regard to the applicable laws, rules, codes and standards on DisChem and its business. The
should have a working
company secretary keeps the board informed of relevant laws, rules, codes and standards
understanding of the
including any changes. On-going training and updates will be conducted at regular intervals.
effect of the applicable
laws, rules, codes and
standards on the
Company and its
business
6.3.
Compliance risk should
Through DisChem’s risk management framework, the risk management function identifies,
✓
form an integral part of
assesses and responds to compliance risks. This is monitored by the board through the
the Company’s risk
audit and risk committee.
management process
6.4.
The Board should
The responsibility for compliance with legislation is the responsibility of the Chief Financial
✓
delegate to
Officer. The Chief Financial Officer, assisted by the audit and risk committee and, where
management the
necessary, external counsel, is required to design and implement appropriate compliance
implementation of an
structures, processes and systems.
effective compliance
framework and
processes
Chapter 7 – Internal Audit
7.1.
The Board should
ensure that there is an
effective risk based
internal audit
7.2.
Internal audit should
follow a risk based
approach to its plan
7.3.
Internal audit should
provide a written
assessment of the
effectiveness of the
Company’s system of
internal controls and
risk management
7.4.
The audit committee
should be responsible
for overseeing internal
audit
7.5.
Internal audit should be
strategically positioned
to achieve its
objectives
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✓

✓

DisChem has established an internal audit function which the board believes has adequate
skills and resources to perform its prescribed role. The audit and risk committee formulates
and monitors risk management policies, monitors governance compliance and oversees the
scope and performance of internal audit.
The board charter requires a risk-based approach to internal audit planning to be adopted
in assessing the Group’s control environment and aligning it to the risk assessment process.

✓

The board charter requires internal audit to be aligned with the risk assessment process. An
internal audit charter has been established, which ensures that the internal audit function
forms an integral part of the combined assurance model and this model is applied to
financial, operational, compliance and sustainability issues. The assurance model will form
part of an effective governance, risk management and internal control framework.

✓

The audit and risk committee formulates and monitors DisChem’s risk management policies,
monitors Dis‑Chem’s governance compliance and oversees the scope and performance of
internal audit.

✓

DisChem’s independent internal audit function reports to the audit and risk committee. The
internal audit function is suitably skilled and resourced and a quality assurance and
improvement programme has been developed.
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Principle

Applied Comments

Chapter 8 – Governing stakeholder relationships
8.1.
The Board should
The board charter requires the board to ensure that good relations are maintained with
✓
appreciate that
DisChem’s major shareholders and its strategic stakeholders and to build and maintain
stakeholders’
stakeholders’ trust and confidence in DisChem. Engagement with stakeholders is aimed at
perceptions affect a
the establishment of open, interactive relationships.
company’s reputation
8.2.
The Board should
≈
A policy managing relationships with stakeholder groups will be introduced in the forthcoming
year. This policy will include strategies in respect of mechanisms and processes to support
delegate to
management to
constructive shareholder engagement, encourage attendance at annual general meetings
proactively deal with
and disclosure in respect of DisChem’s dealings with stakeholders and the outcomes of
stakeholder
those dealings.
relationships
In exercising decisions in the best interests of DisChem, the board charter also requires
8.3.
The Board should strive
✓
directors to consider the legitimate interests and expectations of its stakeholders.
to achieve the
appropriate balance
between its various
stakeholder groupings,
in the best interests of
the Company
8.4.
Companies should
In compliance with its responsibilities under the Companies Act and the listings requirements
✓
ensure the equitable
of the JSE Limited, the board is cognisant of its duty to ensure that all shareholders are
treatment of
treated equitably.
shareholders
8.5.
Transparent and
≈
A policy establishing communication guidelines with stakeholders will be introduced during
effective
the forthcoming year. In the interim, the board is cognisant of its responsibility to reporting
communication with
clear, concise, complete, timely, relevant and accurate information to stakeholders, whilst
stakeholders is
having regard to the legal and strategic considerations.
essential for building
and maintaining their
trust and confidence
8.6.
The Board should
≈
A policy establishing a formal dispute resolution processes for addressing internal and
ensure that disputes
external disputes will be introduced during the year that follows the reorganisation. In the
are resolved as
interim, DisChem has a practice of including dispute resolution clauses in all of its
effective, efficiently and
agreements.
expeditiously as
possible.
Chapter 9 – Integrated reporting and disclosure
9.1.
The Board should
Through the audit and risk committee, the board ensures that there are controls in place to
✓
ensure the integrity of
enable it to verify and safeguard the integrity of the integrated report. In addition, the audit
the Company’s
and risk committee is tasked with evaluating sustainability disclosures.
integrated report
9.2.
Sustainability reporting
≈
DisChem’s first integrated report will, in addition to commentary on its financial results,
and disclosure should
integrate sustainability and financial reporting.
be integrated with the
Company’s financial
reporting.
9.3.
Sustainability reporting
≈
The audit and risk committee will oversee the compiling of DisChem’s first sustainability
and disclosure should
report and that its disclosures will be independently assured.
be independently
assured
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Dis-Chem Pharmacies Limited

(Former name: Dis-Chem Pharmacies Proprietary Limited)
(Incorporated in the Republic of South Africa)
(Registration number 2005/009766/07)
(JSE share code: DCP)
(ISIN: ZAE000227831)

PRIVATE PLACING APPLICATION FORM
This application form is for the purpose of applying for shares in relation to an offer by Dis-Chem Pharmacies
Limited (the Company) for subscription of up to 238,405,268 ordinary no par value shares in the share
capital of the Company (Offer Shares) by way of a private placement (the Offer), subject to the terms and
conditions, as set out in the pre-listing statement dated 28 October 2016 (Pre-Listing Statement), to which
this application form is attached., The Offer Shares are to be listed in the “Food and Drug Retailers” sector of
the main board of the JSE.
Capitalised terms not defined herein have the same meaning given to them in the Pre-listing Statement.
As described in greater detail in the Pre-Listing Statement, the Offer is only being made to and is only capable
of acceptance by certain qualifying investors, including:
(a) selected institutional investors in the United States who are reasonably believed to be “qualified
institutional buyers” or “QIBs” (as defined in Rule 144A) in reliance on Rule 144A or pursuant to another
exemption from, or in transactions not subject to, the registration requirements of the US Securities Act
of 1933, as amended (US Securities Act);
(b) selected institutional investors outside the United States of America, its territories and possessions, any
state of the United States of America and the District of Columbia in reliance on Regulation S under the
US Securities Act; and
(c) in South Africa, separately, to certain qualifying investors being:
(i)

selected persons falling within one of the specified categories listed in section 96(1)(a) of the South
African Companies Act, 71 of 2008, as amended (South African Companies Act); and

(ii) selected persons, each acting as principal, applying for Offer Shares for a total acquisition cost of
R1,000,000 or more, as contemplated in section 96(1)(b) of the South African Companies Act,
and to whom the Offer will specifically be addressed, and only by whom the Offer will be capable of acceptance
(Qualifying Investors). The Offer is not an invitation to the general public to subscribe for or purchase the
Offer Shares.
The Offer is expected to be made at a subscription price of between 16.25 and 20.25 per Offer Share
(the Offer Price Range). The Offer Price Range is indicative only and may change during the course of the
Offer, and the Offer Price may be set within or outside the Offer Price Range. The initial Offer Price for the
Offer Shares will be determined based on an analysis of market demand and will be released on SENS on
15 November 2016 and published in the South African press on 16 November 2016. Successful applications
will also be advised of allocations on 16 November 2016.
Please refer to the instructions below and the Pre-Listing Statement before completing this application form.
Dematerialised shares
The allocated shares will be transferred to successful Qualifying Investors in dematerialised form only.
Accordingly, all Qualifying Investors must appoint a Central Securities Depository Participant (“CSDP”) directly,
or through a broker, to receive and hold the dematerialised shares on their behalf. Should a shareholder
require a physical share certificate for its shares, it will have to rematerialise its shares following the listing and
should contact its CSDP or broker to do so.

Qualifying Investors should complete this application form in respect of the private placing and hand deliver,
email or post it to one of the following (the Bookrunners):
Goldman Sachs International
Peterborough Court
133 Fleet Street
London EC4A 2BB
United Kingdom
Attention: Equity Capital Markets
Email: john.wilkinson@gs.com

Investec Bank Limited
100 Grayston Drive
Sandton 2196
Johannesburg, South Africa
Attention: Equity Capital Markets
(Attention: Carlyle Whittaker)
Email: Carlyle.Whittaker@Investec.co.za

The Standard Bank of South Africa limited
3rd Floor, East Wing
30 Baker Street
Rosebank, 2196
Johannesburg, South Africa
Attention: Head of Equity Capital Markets
Email: richard.stout@standardbank.co.za

Merrill Lynch International
2 King Edward Street
London EC1A 1HQ
United Kingdom
Attention: Equity Capital Markets
Email: dg.ECM_EMEA_-_Syndicate@baml.com

The completed private placing application form must be received by the relevant Bookrunner by no
later than 12:00 (SAST) on 14 November 2016.
Qualifying Investors must contact their CSDP or broker and advise them that they have submitted the application
form as instructed above. Pursuant to the application, Qualifying Investors must make arrangements with their
CSDP or broker for payment to be made as stipulated in the agreement governing their relationship with their
CSDP or broker, in respect of the shares allocated to them in terms of the private placing by the settlement
date, expected to be 18 November 2016.
Conditions precedent
The Offer remains conditional upon the listing of all of the Offer Shares on the JSE, failing which the Offer and
any acceptance thereof shall not be of any force or effect and no person shall have any claim whatsoever
against the Company, any of the Joint Bookrunners or any other person as a result of the failure of any
condition. If the directors in their discretion determine, the Company shall not be obliged to proceed with the
Offer but reserves the right to do so.
Reservation of rights
The directors of the Company reserve the right to refuse any application(s), either in whole or in part, or to pro
rate any or all application(s) (whether or not received timeously) in any manner as they may, in their sole and
absolute discretion, determine.
The directors of the Company reserve the right to accept or reject, either in whole or in part, any private
placing application form should the terms contained in the Pre-Listing Statement, of which this private placing
application form forms part, and the instructions herein not be properly complied with.

To the Directors:
Dis-Chem Pharmacies Limited
1.

I/We, the undersigned, confirm that we have full legal capacity to contract and, having read the PreListing Statement, a copy of which was specifically addressed and delivered to me/us, hereby irrevocably
apply for and request you to accept my/our application for the undermentioned number of shares in the
Company at a price expected to be between 16.25 and 20.25 per share (or such lower price as maybe
applicable) or any lesser number that may, in your absolute discretion, be allotted to me/us, subject to
the memorandum of incorporation of the Company.

2.

I/We confirm that I/we am/are a Qualifying Investor and that my/our information provided by me/us, or on
my/our behalf, to the Company and/or the Bookrunners (including in this application form) is, and will be,
true and correct at all the relevant times and the Company and the Bookrunners will not be held liable in
any way whatsoever or howsoever arising for any loss or damage caused as result of, or in connection
with, my/our information.

3.

I/We hereby acknowledge that I/we have read and understood the contents of the selling and transfer
restrictions set out in the Pre-Listing Statement under the heading “Selling and Transfer Restrictions” and,
by my/our signature hereto, I/we hereby agree to observe and be bound by such restrictions.

4.

I/We wish to receive my/our allocated shares in dematerialised form and will hand this private placing
application form to the relevant Bookrunner and will provide appropriate instructions to my/our CSDP or
broker, as the case may be, with regard to the application herein and the payment thereof, as stipulated
in the agreement governing my/our relationship with my/our CSDP or broker, as the case may be. I/We
accept that payment in respect of these applications will be, in terms of the custody agreement entered
into between me/us and my/our CSDP or broker, as the case may be, on a delivery versus payment basis.

5.

I/We understand that the subscription for Offer Shares in terms of the Pre-Listing Statement is conditional
on the granting of a listing of the shares of the Company, by 18 November 2016 or such later date as the
directors may determine, on the JSE Limited, and is otherwise subject to the terms and conditions set
out in the Pre-Listing Statement.

Dated:

Telephone number:

Signature:
Assisted by (where applicable):
Surname of individual or name of corporate body

Mr
Mrs
Miss
Other title

Full names (if individual)
Postal address (preferably PO Box address)

Postal code

Tel:

Email

Fax:
Total number of ordinary shares applied for

Required information must be completed by CSDP or broker with their stamp and signature affixed
hereto.
CSDP name
CSDP contact person
CSDP telephone number
CSA or bank CSD account number
Scrip account number
Settlement bank account number
Stamp and signature of CSDP or broker

This application, if accepted by the Company, in its sole discretion, will constitute a legal contract
between Company and the applicant, and be subject to the terms and conditions set out in the
Pre-Listing Statement. Should there be any conflict between the terms set out in this application form
and the terms and conditions set out in the Pre-Listing Statement, the Pre-Listing Statement shall
prevail. Application forms will not be accepted unless the above information has been furnished.
Instructions:
1. The Offer is only open to Qualifying Investors, and application by way of this application form may only be made by Qualifying
Investors. Applications are irrevocable and may not be withdrawn once submitted.
2. Applications must be in multiples of 100 shares.
3. CSDPs and brokers will be required to retain this application form for presentation to the directors of the Company if required.
4. Please refer to the terms and conditions of the Offer set out in the Pre-Listing Statement. Applicants should consult their broker or
other professional advisor in case of doubt as to the correct completion of this application form.
5. Applicants need to have appointed a CSDP or broker and must advise their CSDP or broker in terms of the custody agreement
entered into between them and their CSDP or broker. Payment will be made on a delivery versus payment basis.
6. If payment is dishonoured, or not made for any reason, the Company may, in its sole discretion, regard the relevant application as
invalid or take such other steps in regard thereto as it may deem fit.
7. No payment should be submitted with this application form.
8. No receipts will be issued for application forms.
9. All alterations on this application form must be authenticated by full signature.
10. Blocked Rands may be used by emigrants and non-residents of the common monetary area (comprising the Republic of South Africa
and Namibia and the Kingdoms of Swaziland and Lesotho) for payment in terms of this and reference should be made to the section
in the Pre-Listing Statement that deals with the Exchange Control Regulations.
11. Should the Offer not proceed, all monies will be appropriately refunded within seven days of the closing of the private placing.

191

192

PRINTED BY INCE (PTY) LTD

REF. JOB011739

