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CORPORATE GOVERNANCE REPORT

Good corporate governance is an integral part of the sustainability of 
Shoprite Holdings and its subsidiaries (“the Group”). The board of 
directors (“the Board”) of Shoprite Holdings Limited (“Shoprite Holdings” 
or “the Company”) promotes and supports high standards of corporate 
governance, integrity and ethics that will contribute towards on-going 
sustainability and value creation for all the Group’s stakeholders. 

In an environment of increasing regulation, it is the Group’s objective 
to maintain a balance between the governance expectations of 
investors and other stakeholders, and the expectation to deliver 
increasing financial returns.

The Board is ultimately responsible for ensuring that governance 
standards are met and is assisted in this regard by senior management. 
To achieve this objective, the Group continues to enhance and align its 
governance structures, policies and procedures to support its operating 
environment and strategy. 

The Board endorses the King Report on Governance for South 
Africa 2009 (“King III”) which prescribes sound governance, best 
practice principles of accountability, integrity, fairness and 
transparency. The directors confirm that Shoprite Holdings applied the 
principles as set out in the latest King Code with explanations where 
practical and appropriate. This report sets out the key governance 
principles adopted by the directors in governing the Company. The full 
King III narrative statement can be found on the Company’s website at 
www.shopriteholdings.co.za. The Company has furthermore complied 
with all the corporate governance provisions in the JSE Listings 
Requirements during the reporting period. 

THE BOARD OF DIRECTORS
The Board currently consists of seven (7) non-executive directors and 
seven (7) executive directors. The directors are diverse in their 
academic qualifications, industry knowledge and experience. This 
diversity enables directors to provide the Board with relevant 
judgement to work effectively when conducting and determining the 
business affairs of the Company. 

Non-executive directors are required to dedicate sufficient time to 
the affairs of the Board and may serve on other boards provided that 
they continue demonstrating that such other directorships have not, or 
will not, impede the discharge of their duties to the Shoprite Holdings 
board but rather add value by bringing a broader dimension to board 
deliberations. The Board is satisfied that the chairman and each of the 
non-executive directors, in their respective roles, comply with this 
requirement.

The Board is collectively responsible to the shareholders of Shoprite 
Holdings for its performance and the Group’s overall strategic direction, 
values and governance. It provides the leadership necessary for the 
Group to meet its business objectives within the framework of its 
internal controls. This role requires a high-performing board, with all 
directors contributing to the collective decision-making process.

GOVERNANCE FRAMEWORK
The Board is the custodian of corporate governance and is structured 
to perform this function effectively. A number of committees have been 
established to assist the Board in its oversight function.
1.  The Audit and Risk Committee assists the Board in monitoring the 

integrity of the Group’s financial statements and oversees integrated 
reporting. It also assesses the effectiveness of internal financial 
controls as well as the external and internal audit functions. In 
addition, it ensures that the Group has implemented an effective risk 
management process that identifies and monitors the management 
of the Group’s key risks.

2.  The Social and Ethics Committee performs the social and ethics 
functions required by the Companies Act 2008, as amended. 

3.  The Nominations Committee assists with the appointments of 
directors and, guided by the company secretary, ensures a 
transparent process to determine Board and committee composition.

4.  The Remuneration Committee ensures the adoption of remuneration 
policies that retain and attract talent, are aligned to the Group’s 

strategy, market related and drives performance in the short and 
long term.

5.  The Group’s executive management are responsible for the 
day-to-day management of the various business operations.

6.  The governance department comprising of legal, compliance and 
the company secretary, provides support and guidance to the 
committees.

7.  Assurance providers provide a level of assurance on integrated 
reporting, including the annual financial statements and the B-BBEE 
scorecard.

BOARD RESPONSIBILITIES
The detailed responsibilities of the Board are set out in a formal board 
charter which forms the basis of their responsibilities and duties. This 
charter sets out the powers of the Board and provides a clear division 
of responsibilities and the accountability of board members, both 
collectively and individually and was reviewed during the reporting 
period.

The general powers of the directors are set out in the Company’s 
Memorandum of Incorporation.

The Board’s principle responsibilities include:
– providing effective leadership based on an ethical foundation;
–  addressing all aspects that are of strategic importance for the Group;
– ultimate responsibility for the strategic direction of the Group;
–  ensuring that the Group’s strategy will result in sustainable 

outcomes;
– risk management and IT governance;
–  monitoring compliance with laws, regulations and codes of good 

practice; and
–  ensuring that the Group is and is seen to be a responsible corporate 

citizen.

The Board is of the opinion that it has adhered to the terms of reference 
as detailed in the board charter for the financial year under review.

MEETINGS OF THE BOARD
The Board meets at least four (4) times per year or more often should 
circumstances require. The attendance of directors at board meetings 
during the reporting period are recorded below.

ATTENDANCE AT BOARD MEETINGS
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NON–EXECUTIVE DIRECTORS
CH WIESE P P P P
JF BASSON P P P P
JJ FOUCHÉ P P P P
EC KIESWETTER P P P P
JA LOUW P P P P
ATM MOKGOKONG P P P P
JG RADEMEYER* P
JA ROCK P P p P
EXECUTIVE DIRECTORS
JW BASSON P P P P
M BOSMAN P P P P
CG GOOSEN P P p P
B HARISUNKER P P P P
AE KARP p p p P
EL NEL P P P P
BR WEYERS P P P P

*   Retired by rotation with effect from 19 October 2015 and did not offer himself 

for re-election as director

http://www.shopriteholdings.co.za


S H O P R I T E  H O L D I N G S  LT D  I N T E G R AT E D  R E P O RT  2 0 1 6

BU
SI

NE
SS

  
OV

ER
VI

EW
CO

RP
OR

AT
E 

 
GO

VE
RN

AN
CE

FI
NA

NC
IA

L 
 

ST
AT

EM
EN

TS
IN

VE
ST

OR
  

IN
FO

RM
AT

IO
N

31

CHAIRMAN AND CHIEF EXECUTIVE OFFICER 
The roles and duties of the non-executive chairman and the chief 
 executive officer are separated and clearly defined. 

Dr CH Wiese is the non-executive chairman who provides guidance 
and leadership to the Board and also ensures that the Board functions 
effectively, focussed and as a unit. 

The Chairman’s role includes:
–  leading the Board and ensuring that it operates to the highest 

governance standards;
–  encouraging a culture of openness and debate to foster a high 

performing and collegial team of directors that operate effectively;
–  setting agendas for board meetings in conjunction with the chief 

executive officer and the company secretary that focus on the 
 strategic direction and performance of the Group’s business;

–  ensuring that adequate time is available for discussion on all agenda 
items; 

–  leading the Board’s and individual director performance 
assessments; and

–  facilitating the relationship between the Board and the chief 
 executive officer.

The chief executive officer, Dr JW Basson, reports to the Board and is 
responsible for the day-to-day business of the Group as well as the 
formulation and implementation of strategies once approved by the 
Board. He is assisted in this regard by members of executive and senior 
management that heads the various divisions and departments within 
the Group.

LEAD INDEPENDENT DIRECTOR
Due to the fact that the Chairman is a material shareholder in Shoprite 
Holdings, he is not considered to be independent. Mr EC Kieswetter is 
the lead independent director (LID) and succeeded Mr JG Rademeyer 
as LID on 19 October 2015. The function of the lead independent director 
is to provide leadership and advice to the Board when the Chairman 
has a conflict of interest without detracting from or undermining the 
authority of the Chairman. The expertise and broad international 
experience of Mr Kieswetter enhanced the skills and experience profile of 
the Board and he continues to make a substantial contribution as LID.

NON-EXECUTIVE DIRECTORS 
The Board consists of seven (7) non-executive directors of which six (6) 
are independent as defined in the King III Code. Dr CH Wiese is not 
independent in view of his material shareholding in Shoprite Holdings. 

The Board considers that a diversity of skills, backgrounds, knowledge, 
experience and gender is required to effectively govern the Company. 
Non-executive directors must have a clear understanding of the Group’s 
overall strategy, together with knowledge about the Group and the 
industries in which it operates. In addition, non-executive directors must 
be sufficiently familiar with the Group’s core business to be effective 
contributors to the development of strategy and to monitor performance.

The full particulars of the directors of Shoprite Holdings are set out 
on pages 8 to 9 of this report. 

The Board is satisfied that its current members possess the required 
collective skills and experience to carry out its responsibilities of 
achieving the Group’s objectives and to create value to shareholders 
over the long term. 

BOARD APPOINTMENT 
The Board regularly reviews it’s composition as well as the composition 
of board committees which are aligned with applicable legislation and 
regulations. In making an appointment the Board takes cognisance of 
the knowledge, skills, and experience of a potential candidate, as well 
as any other attributes considered necessary for the role.

The appointment of directors is a matter for the Board as a whole. 
The Board is assisted by the Nominations Committee who considers 

the suitability of potential directors and makes recommendations to the 
Board in this regard.

Directors are not appointed for a fixed term. In terms of the 
Memorandum of Incorporation (“MOI”) of Shoprite Holdings, all 
non-executive directors retire by rotation at least once every three (3) 
years, but can make themselves available for re-election by 
shareholders. If eligible, available and recommended for re-election by 
the Nomination Committee, their names are submitted for re-election 
by shareholders at the annual general meeting.

The appointment of new directors is subject to confirmation by 
shareholders at the first annual general meeting after their appointment.

INDUCTION OF DIRECTORS AND ON-GOING UPDATES
A comprehensive induction programme has been developed for new 
directors to ensure that they are briefed and have the required 
understanding of their fiduciary and statutory duties, the Group’s 
structure, operations and policies to enable them to fulfil their duties 
and responsibilities as directors. The company secretary is responsible 
for the administration of the Group’s induction programme.

New directors are also provided with details of applicable legislation 
and regulations, Shoprite Holdings’ MOI, relevant mandates as well as 
documents setting out their duties and responsibilities as directors. 
Directors are invited to briefing sessions or are provided with written 
summaries to keep them abreast of pending new legislation, 
regulations and best practices affecting the business.

CONFLICTS OF INTERESTS AND DIRECTORS’ PERSONAL 
FINANCIAL INTERESTS
The Group’s policy in this regard is applicable to all directors and 
employees. Directors are required to declare their personal financial 
interests and those of related persons in contracts with the Group 
annually. A list in this regard is tabled annually and the register in which 
such interests are recorded is available for inspection at each annual 
general meeting of Shoprite Holdings.

BOARD EFFECTIVENESS AND EVALUATION 
The annual evaluation of the Board was performed during July 2016. 
Directors were required to complete a questionnaire compiled by the 
company secretary in conjunction with the Chairman. This evaluation 
covered the following topics:
–  the size and composition of the Board and committees focussing on 

the blend of skills, experience, independence and knowledge of the 
Group and its diversity;

–  directors’ induction and development;
–  effectiveness of board and committee meetings
–  quality and timeliness of meeting agendas, Board and committee 

papers and secretarial support; and
–  relationship between the Board and management, skills needed by 

the Board and its committees as well as stakeholder relations.

The Board is provided with the results of the board effectiveness 
 evaluation. The overall outcome of the 2015/16 evaluations was that:
–  the composition of the Board is sound and has a good mix of skills 

and experience;
–  the agendas of the Board and the attention thereto include 

 appropriate matters for review, monitoring and approval;
–  the frequency of board meetings are sufficient to enable the Board 

to fulfil its responsibilities;
–  the Board’s review, approval, monitoring and oversight include both 

strategic matters and current operating performance and results;
–  the Board has the appropriate committees to assist it and the 

committees have a clear terms of reference, appropriate leadership 
and composition and reported appropriately to the Board on their 
deliberations and decisions;

–  board authority and leadership was separate from the executive 
leadership and authority; and

–  the Chairman’s leadership and contribution and the company 
 secretary’s role and contribution were considered to be effective.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

COMPANY SECRETARY
Mr PG du Preez is the company secretary of Shoprite Holdings. He is 
not a director of Shoprite Holdings, although he serves as a director on 
the boards of various Group subsidiaries. This relationship does not 
affect his arm’s length relationship with the Shoprite Holdings Board.

The company secretary is appointed and removed by the Board and 
acts as a central source of information and advice to the Board and 
within the Group on matters of ethics and good corporate governance. 
Independent advisory services are retained by the company secretary 
at the request of the Board or board committees.

All directors have unlimited access to the advice and services of the 
company secretary, supported by the legal department. The company 
secretary is responsible for the duties set out in section 88 of the 
Companies Act and for ensuring compliance with the listings 
requirements of the JSE Limited. The company secretary also provides 
a communication link with investors and liaises with the Group’s 
transfer secretaries and sponsors on relevant matters. As required by 
King III, the company secretary also acts as secretary to the various 
sub-committees of the Board and attends all meetings of the Board 
and the committees. The company secretary is also the compliance 
officer and ensures that the Group complies with all the required 
legislation and regulations applicable to its various business activities.

In compliance with the JSE Listings Requirements, a detailed 
assessment was conducted by the Board to satisfy itself of the 
competence, qualifications and experience of the company secretary. 
Refer to principle 2.21 of the Group’s King III compliance register for 
further details.

SHARE DEALINGS BY DIRECTORS AND SENIOR PERSONNEL
The Group has implemented a policy relating to share dealings by 
directors and senior personnel who, by virtue of their positions, have 
comprehensive knowledge of the Group’s affairs. This policy imposes 
closed periods to prohibit dealing in Shoprite Holdings securities before 
the announcement of the interim and year-end financial results or 
during any other period that is considered to be price-sensitive. The 
company secretary disseminates written notices to all directors and 
senior personnel throughout the Group. This is in compliance with the 
market abuse provisions of the Financial Markets Act 19 of 2012 and 
the JSE Listings Requirements in respect of dealings by directors.

Dealings in Shoprite Holdings securities by directors and alternate 
directors of Shoprite Holdings and its main trading subsidiary are 
disclosed as required by the JSE Listings Requirements. The Board has 
also implemented a formal approval framework which governs the 
approvals required by these directors prior to their dealings in Shoprite 
Holdings securities.

During the period under review the Group complied with all Listings 
Requirements and disclosure requirements prescribed by the JSE.

ACCOUNTABILITY

AUDIT AND RISK COMMITTEE
A description of the responsibilities and work undertaken by the Audit 
and Risk Committee during this year is included in the report by the 
chairman of the committee on page 50. His report also deals with the 
Group’s internal controls, governance of risk as well as the internal 
audit function.

GROUP AUDITORS
At the annual general meeting of Shoprite Holdings held on 19 October 
2015, the appointment of PricewaterhouseCoopers Inc as the external 
auditors of the Group until the 2016 annual general meeting was 
approved by shareholders. Further details on the external auditors are 
contained in the report of the chairman of the Audit and Risk 
Committee.

CORPORATE ETHICS
The Group is committed to achieving high standards of ethical 
behaviour. All staff is expected to comply with the Group’s code of 
ethics at all times. All new staff members are required to read, 
acknowledge and agree to adhere to the code of ethics as part of their 
induction.

The Tip-Offs anonymous hotline is independently managed by a 
third party service provider. Employees are encouraged to report any 
unethical behaviour identified, anonymously and confidentially. 
Although this hotline allows employees to make anonymous reports 
and guarantees the protection of their identity in accordance with the 
provisions of the Protected Disclosure Act, 2000, the Group prefers to 
create an open reporting environment through the various line 
managers. All cases are investigated by the Group Risk Manager in 
conjunction with internal audit and the Group legal department where 
required. During the 2016 financial year a total of 105 incidents of 
suspected unethical behaviour within the Group were reported of which 
23 resulted in disciplinary action, dismissals, resignations and/or 
criminal charges being laid against such employees.

During the period under review the Group’s code of conduct was 
reviewed by the Social and Ethics Committee and amended in line with 
best practices in this regard. The code of conduct sets out the standard 
expected from employees when dealing with customers, fellow 
employees, suppliers, competitors and other stakeholders. All 
employees are required to adhere to the code of conduct.

No material breaches of the Group’s code of conduct were reported 
during the 2015/16 financial year.

LEGISLATIVE AND REGULATORY COMPLIANCE
The Shoprite Group encompasses operations in 15 countries, 14 
outside of South Africa located on the African continent and the Indian 
Ocean Islands. In keeping up with its vision and strategy, the Group 
subscribes to and applies all the significant principles contained in the 
Code of Corporate Practices and Conduct by King III. 

In the Non-RSA jurisdiction where the Group operates, governance 
developments are monitored on an on-going basis to ensure that local 
regulatory requirements are complied with. The Board monitors the 
compliance by means of committee reports, which include information 
on any significant interaction with key stakeholders, including 
regulators. 

The Group’s compliance function resorts under the company 
secretary and monitors and assesses the impact of legislation on the 
business. External specialists have been engaged to assist and advise 
the Group in this regard. 

During the reporting period, the compliance function focussed on the 
following areas to support the directors, chief executive officer, 
management and employees to fulfil their compliance responsibilities:

IDENTIFICATION AND IMPLEMENTATION OF CHANGES IN REGULATORY 
REQUIREMENTS
The Group operates in a dynamic and continuously evolving regulatory 
and supervisory environment. A regulatory universe is compiled 
annually for the Group with the assistance of a specialist service 
provider that identifies and reviews all current, proposed and impending 
legislation and the potential impact on the Group’s various business 
units. Response to such legislation is addressed through the most 
efficient and effective channel. Compliance resources and programmes 
are introduced by utilising a risk based approach where after on-going 
compliance is monitored and tested through various means. 
Compliance reports are presented to the Audit and Risk Committee.
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REGULATORY FRAMEWORKS
Frameworks are updated on a regular basis whilst controls are 
monitored continuously using a risk based approach. Any 
non-compliance is reported using the governance processes.

GENERAL GUIDANCE AND SUPPORT TO BUSINESS
Management and business operations are assisted with the 
implementation of appropriate controls to comply with relevant 
regulatory obligations. Incidents of non-compliance are also managed.

COMPLIANCE MONITORING
Compliance risks were monitored and tracked by regulators, 
management, internal audit and group compliance. Management 
monitors compliance as part of the day-to-day operations. Group 
compliance utilises a risk-based methodology for monitoring.

Legal compliance reports are presented to the Audit and Risk and 
Social and Ethics Committees on an on-going basis.

The Group’s tax management framework, approved by the Board, is 
aligned with the Group’s business strategy and risk management 
objectives. It seeks to achieve tax efficiency across the Group, in 
compliance with the applicable laws in all jurisdictions in which it 
 operates.

Pending legislation or legislation recently enacted that may have a 
potentially material impact on the Group includes:
– Protection of Personal Information Act;
– Labour and Employment legislation; and
– Various regulations relating to food and product safety.

Shoprite Holdings fully understands the role and responsibilities of its 
sponsor, Nedbank Corporate and Investment Banking (CIB), as 
stipulated in the JSE Listings Requirements. It is the opinion of Shoprite 
Holdings that Nedbank CIB has discharged its responsibilities in this 
regard with due care during the period under review.

No significant financial penalties or regulatory censure were 
imposed on the Group or any of its subsidiaries during the financial year 
to June 2016. 

INVESTOR AND STAKEHOLDER RELATIONS
The Group’s relevance to the markets and societies in which it 
operates, depends on meaningful engagement with all stakeholders. Its 
stakeholder management approach involves the optimal application of 
resources to build and maintain good relationships with stakeholders. 
This assists the Group to understand the expectations of its 
stakeholders, minimise reputational risk and forms strong partnerships 
which ultimately underpins the sustainability of the Group.

The Group appreciates the importance of dissemination of accurate 
information to all its stakeholders. Financial and non-financial 
information is disseminated timeously and accurately to all 
stakeholders.

Regular, pertinent communication with shareholders assists the 
Group to improve shareholder relationships. The chief executive officer, 
deputy managing and financial directors are designated investor 
spokespersons and meet with fund managers and analysts on a regular 
basis. Investor activities include the presentation of interim and annual 
results, participation in investor conferences and the issuing of regular 
operational updates. A corporate website also communicates all the 
latest financial and non-financial data to all stakeholders. Shareholders 
are also encouraged to attend the annual general meeting of Shoprite 
Holdings which provides an opportunity for shareholders to raise 
pertinent questions and to interact with directors. Committee 
chairpersons also attend the annual general meetings to respond to 
shareholder’s questions.

The Board is not aware of any requests made by any stakeholder 
under the Promotion of Access to Information Act during the reporting 
period.

COMPETITIVE CONDUCT
The Group operates in the retail sector which is a highly competitive 
industry. It is therefore highly protective of all its intellectual property 
and know-how. Interaction with other retailers is generally restricted to 
forums in which co-operation at industry level is required for purposes 
of making representation to government. The Group is a member of the 
Consumer Goods Council of South Africa.

POLITICAL PARTY SUPPORT
Whilst the Group supports the democracy in South Africa, it does not 
make financial donations to individual political parties. 
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NOMINATIONS COMMITTEE REPORT

The Nominations Committee consists of four (4) non-executive 
 directors of which three (3) are independent. 

The following directors served on the Nominations Committee during 
the financial year to June 2016:
Dr CH Wiese: Non-executive Chairman;
Mr JA Louw: Independent non-executive director;  
Mr EC Kieswetter: Independent non-executive director; and 
Dr ATM Mokgokong: Independent non-executive director.

The Nominations Committee had two (2) meetings during the period 
under review. Details of attendance at the meetings are set out below:

DIRECTOR 22.08.2015 29.06.2016
CH WIESE P P
JA LOUW P P
EC KIESWETTER P P
ATM MOKGOKONG* P P

* Appointed with effect from 18 August 2015

The Nominations Committee is responsible for:
–  making recommendations to the Board on non-executive and 

 executive director appointments as well as the Board’s composition 
as a whole;

–  reviewing and making recommendations on the Board’s structure, 
size and balance between executive and non-executive directors;

–  overseeing the formal induction programme for new directors;
–  ensuring the development of succession plans for the Board,  

CEO and senior management; and
–  assessing the effectiveness of the Board and its committees.

During the reporting period the Nominations Committee:
–  reviewed the composition of the Board and board committees;
–  recommended the appointment of Dr ATM Mokgokong as member 

of the Nominations Committee;  
–  reviewed the retirement by rotation of the non-executive directors;
–  reviewed and approved its formal terms of reference; and 
–  complied with its terms of reference.

As required by the Memorandum of Incorporation of Shoprite Holdings 
(MOI), at least one-third of the non-executive directors will retire by 
rotation at the forthcoming annual general meeting. Dr ATM 
Mokgokong, Messrs JF Basson, JJ Fouché and JA Rock will retire in 
terms of this provision but have offered themselves for re-election. 

The Nominations Committee annually reviews the independence of 
non-executive directors that retire, based on whether the director:
–  was employed in an executive capacity within the Group in the 

previous three (3) years;
–  served on the Board for a period of longer than nine (9) years. In this 

instance the Nominations Committee considers if the director’s 
independence, judgement and contribution to the Board 
deliberations could be compromised, or appear to be compromised, 
by this length of services;

–  is a representative of a major shareholder;
–  is independent in character and judgement and whether there are 

any circumstances which may or is likely to affect the director’s 
judgement; and

–  is a shareholder in Shoprite Holdings and that his shareholding 
represents a material part of the director’s personal wealth. 

Having considered the circumstances of the abovementioned 
non-executive directors, the Nominations Committee is of the view that 
Dr Mokgokong, Messrs Basson, Fouché and Rock can be considered 
as independent. 

CH WIESE
Chairman
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35SOCIAL AND ETHICS COMMITTEE REPORT

As a statutory committee constituted by the board of Shoprite Holdings 
the Social and Ethics Committee (“the Committee”) fulfils its duties in 
terms of section 72(4) of the Companies Act (read together with 
Regulation 43 of the Companies Regulations, 2011). The Committee 
additionally fulfils the role of a group committee and therefore no other 
Shoprite Holdings subsidiaries have established social and ethics 
committees. 

A formal term of reference has been adopted and guides the 
Committee to perform its oversight role to ensure that the Group as a 
responsible corporate citizen, conducts its business in a sustainable 
manner with an ethical corporate culture at its core. The Committee 
remains committed to developing and reviewing policies, governance 
structures and practices to guide the Group’s approach to emerging 
social and ethics challenges in line with its terms of reference. This 
charter was reviewed during the period under review. 

The Committee is responsible for:
–  monitoring activities with regard to legislation, other legal 

 requirements and codes of best practice;
–  drawing relevant social and ethics matters to the attention of the 

Board; and
–  reporting to shareholders at the annual general meeting.

The Committee focuses in particular on the Group’s strategy and 
performance in respect of: 
–  social and economic development;
–  the promotion of equality and the prevention of unfair discrimination;
–  the Group’s ethics and the prevention of fraud, bribery and corrupt 

practices;
–  the deterrence of human rights violations;
–  the contribution to the development of communities in which the 

Group’s activities are predominantly conducted;
–  consumer relationships which includes advertising, public relations 

and compliance to consumer protection laws; 
–  the environment, health and public safety, and the impact of 

activities and products and services; and 
–  labour and employment.

The following members served on the Committee during the 2015/16 
financial year:
Mr JA Louw: Independent non-executive director and chairman; 
Mr BR Weyers: Executive director;
Mr M Bosman: Executive financial director; and 
Mr C Burger: General Manager Human Resources.

The Committee meets at least twice a year. Other attendees include 
subject-matter experts on each of the areas falling within the mandate 
of the Committee. The details of attendance of members during the 
reporting period are set out below:

MEMBER 05.08.2015 18.02.2016
JA LOUW P P
BR WEYERS P P
M BOSMAN P P
C BURGER P P

The fees of non-executive members during 2015/16 are disclosed in 
the notice of the annual general meeting. 

The Committee received and considered the following reports by 
management during the period under review:
–  the Group’s compliance with the principles of the UN Global 

Compact Principles and the OECD Guidelines;
–  skills and other development programmes aimed at the educational 

development of employees;
–  corporate social investment programmes, including details of 

charitable giving;
–  employment equity plans for the Group;
–  labour practices and policies;
–  compliance with the Group’s code of conduct and ethics 

management and performance;
–  performance in respect of Black Economic Empowerment as 

measured against the Department of Trade and Industry generic 
Broad Based Black Economic Empowerment scorecard;  

–  confirmation that the Group adheres to South African legislation 
aligned to compliance with the International Labour Protocol on 
decent work and working conditions; 

–  anti-corruption trends, legislation and information; and
–  environmental, health and safety performance.

No substantive non-compliance with legislation and regulations 
relevant to the areas within the Committee’s mandate has been brought 
to its attention during the period under review. The Committee also has 
no reason to believe that any such non-compliance has occurred.

JA LOUW
Chairman
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REMUNERATION REPORT

PART 1 – LETTER FROM THE CHAIRMAN OF THE 
 REMUNERATION COMMITTEE TO THE SHAREHOLDERS
The board (“Board”) of Shoprite Holdings Limited (“Shoprite Holdings” 
or “the Group”) and the remuneration committee (“the Remuneration 
Committee”) herewith present the remuneration report for the 2016 
financial year. It sets out information applicable to the Group’s remuner-
ation policy and in particular executive remuneration, encompassing 
both the fixed and variable elements of the remuneration package, as 
well as fees paid to non-executive directors. As with previous years, a 
link is drawn between each element of the remuneration policy and the 
Group’s strategic objectives. 

It was another successful year for the Group, from a financial perfor-
mance, growth and corporate responsibility perspective. We include all 
these factors as we believe they all play a role in shaping our approach 
to remuneration. The Group’s total turnover grew by 14.4% (measured 
over 53 weeks), against the backdrop of an uncertain, and at times 
volatile, economic climate. Profit before tax increased by 14.4%, and 
headline earnings per share (“HEPS”) increased by 17%. Shoprite is the 
largest private sector employer in South Africa and continues to focus 
on job creation with 137 775 employees (21 445 in non-RSA) across 

the Group in the 2016 financial year. In terms of growth we opened 57 
new supermarkets in RSA and 22 in Non-RSA and we continue our 
investment in stores despite often challenging trading circumstances 
(slower growth and less consumer income). Based on recent market 
research it was found that 76% of the SA adult population shops with 
us which is a clear indication of our market coverage. 

The Group’s contribution to the fiscus in income taxes amounted to 
approximately R5.5 million per day.

In light of this background, the remuneration policy is aimed at 
encouraging executives to build and continue to deliver short-term 
(12 month) financial success (which was achieved in the 2016 financial 
year), as well as the long-term strategic goals of growth and expansion 
into new markets (and sustained financial success in the future). 

As was the case in the 2015 financial year, the Group did not amend 
the core elements of its short term incentive (“STI”/“bonus”) policy, 
neither did the Group award share-based incentives in terms of the 
Executive Share Plan (“ESP”) for the 2016 financial year, on the basis 
that the current levels of unvested long term incentives (“LTIs”) in the 
hands of  executives and key employees are sufficient to align their 
interests with those of the  shareholders.

SHAREHOLDER FEEDBACK ON THE 
2015/2016 REMUNERATION POLICY RESPONSE FROM THE REMUNERATION COMMITTEE
The independence, constitution and 
attendance of the Remuneration 
Committee meetings is less than 
optimal.

The Remuneration Committee is made up of a majority of independent non-executive directors. The 
Remuneration Committee has two scheduled meetings per year, but considers matters related to 
 remuneration throughout the year. 
All members of the Remuneration Committee attended meetings in the 2016 financial year. 

The pay mix should be weighted 
towards variable pay (STIs and LTIs).

The average pay mix for executives was considered by the Remuneration Committee and was considered 
appropriate in the context of the Group's business.  

The company and individual dilution 
limits for LTIs should be within an 
acceptable limit.

Although the company and individual limits were agreed in the ESP rules with shareholders (lower than 
South African best practice benchmarks), i.e. 3% (overall limit) and 0.5% (individual limit) in practice the 
actual dilution (overall) for LTI awards is only 0.4%. In the 2016 financial year, no LTIs were awarded and this 
point is therefore a hypothetical one. 

There should be a limited retention 
component in the LTI plans.

Retention awards under the ESP are not made regularly. None were made in the 2016 financial year.

There should be appropriate 
 performance hurdles for the LTI 
plans.

For the initial LTI awards in 2014 in terms of the ESP rules, the majority of awards required a co-investment 
element. Therefore, executives had to invest in the Group to receive LTI awards and on this basis 
 prospective performance conditions were not deemed appropriate by the Remuneration Committee. 

No LTI awards were made in the 2016 financial year. In terms of future LTI awards the Remuneration 
Committee will debate and consider financial performance conditions as the ESP rules provide flexibility to 
impose these. 

There should be disclosure of 
 proportional achievement of scaled 
performance targets.

The STI performance outcomes have been disclosed in part 3 of this report. There were no LTI vesting in 
the 2016 financial year. 

The value of total remuneration 
awarded to, and realised by, 
 executive directors during the 
 financial year should be disclosed.

The remuneration report includes a single-figure table that sets out the value of each component of total 
guaranteed pay (“TGP”), the STIs paid, and the indicative value of the LTIs that vest for each executive 
(which was nil for financial year 2016).

The chief executive officer’s (“CEO”) 
TGP is higher than market levels in 
South Africa.

Shoprite is a major multinational retailer and the remuneration of the CEO is therefore geared to be 
 internationally competitive. His shareholding in the Company, furthermore, aligns his interests with those of 
the shareholders over a long-term horizon.

There was a substantial cash 
 payment made to one of the 
 executive directors in the 2015 
 financial year.

This was a once-off restraint of trade payment, which was not repeated in the 2016 financial year.

The STI plan only has trading profit 
as a performance condition.

South African companies (in line with best practice) have profit-based performance conditions applicable to 
their STI plans; and this metric is most relevant to Shoprite's business. Hence, we have retained this as a 
performance condition for accruing the STI pool. A full description of the STI plan and the performance 
 criteria applicable are included in part 2 under Variable Remuneration.
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We have segmented the report into three parts: 
–  Part 1, which is this letter, provides an overview of the remuneration 

policy in the context of Shoprite’s overall financial performance, 
growth and corporate citizenship; 

–  Part 2 sets out the forward-looking remuneration policy from the 
2017 financial year onwards (largely unchanged); and

–  Part 3 sets out the implementation of the remuneration policy in the 
2016 financial year, which includes the performance outcomes for 
the short term incentives (“STI”) and confirms that no LTI awards 
vested during the 2016 financial year. 

As was the case last year, the Remuneration Committee engaged the 
services of external reward consultants to review disclosure in this 
report in line with best practice governance standards. We remain 
committed to observing best practice corporate governance standards, 
with specific focus on the King III Report on Corporate Governance. 

In line with the principles set out in the draft King IV Report, we also 
engaged proactively with our shareholders on the 2015/2016 
remuneration policy. We tabulated the comments made on our 
remuneration policy, as well as our responses to each comment. We 
welcome further engagement with shareholders on how we can further 
enhance the remuneration policy. 

The Group also enhances its impact across the social, economic 
and environmental context through its corporate social investment 
initiatives, which include training for its junior staff. More detail is set out 
in the Non-Financial Report on page 20 of the Integrated Report. In line 
with the amendments to the Employment Equity Act, the Group is also 
taking progressive steps to align its remuneration practices with the 
principle of Equal Pay for work of Equal Value. In realising its long-term 
strategic objectives, the Group actively aims at increasing its market 
share which will inevitably result in job creation in South Africa and the 
greater African continent. We are positive that the Group remuneration 
policy supports this business strategy. 

As in previous years, we will table the remuneration policy set out in 
part 2 of this report for a non-binding shareholder vote at the annual 
general meeting, to be held on 31 October 2016. We look forward to 
engaging with you and receiving your support on the remuneration 
policy at the annual general meeting. 

JA LOUW
Chairman of Remuneration Committee

PART 2 – REMUNERATION POLICY

GOVERNANCE FRAMEWORK AND REMUNERATION COMMITTEE

MANDATE
In line with best practice as set out in King III and the draft King IV 
Report, the Group’s Remuneration Committee is appointed by the 
Board and has delegated authority, in accordance with its terms of 
reference, to review and make decisions regarding the Group’s 
remuneration policies and implementation thereof. During the reporting 
period the terms of reference were reviewed for compliance with best 
practice governance standards and legislation. No changes were made 
to the mandate and it was approved by the Board. 

COMPOSITION, MANDATE AND ATTENDANCE 
The Remuneration Committee members during the year under review 
were:
– Mr JA Louw (Chairman);
– Dr CH Wiese; and
– Mr EC Kieswetter.

All the members of the Remuneration Committee are non-executive 
directors and the chairman, Mr JA Louw as well as Mr EC Kieswetter, 
are both independent non-executive directors as defined in King III. 
The Committee had two (2) meetings during the reporting period. 

The composition of the Committee and meeting attendance are set out 
in the table below. 

REMUNERATION COMMITTEE COMPOSITION AND MEETING ATTENDANCE

DIRECTOR STATUS 22.02.2016 29.06.2016
JA Louw Independent  

non-executive  
director P P

EC Kieswetter Independent  
non-executive  
director P P

CH Wiese Non-executive 
 director P P

 
The head of human resources of the Group reports to the Board on a 
quarterly basis, which report includes progress on retirement fund 
benefits/administration, talent management, training and development 
and employee well-being. 

The Remuneration Committee’s input and resolutions on executive 
remuneration proposals is sought on an ongoing basis during the year. 
The CEO, deputy managing director, chief operating officer, and head 
of human resources attend meetings, by invitation, to assist the 
Remuneration Committee with the execution of its mandate. The 
company secretary also attends the meetings. No executive or senior 
executive is present at meetings of the Remuneration Committee when 
his/her own remuneration is discussed or considered. 

The chairman of the Remuneration Committee, or in his absence, 
another member of the Remuneration Committee, is required to attend 
the annual general meeting to answer questions on remuneration. 

The Group subscribes to a salary survey database to benchmark TGP 
and STIs, against the retail industry and the general South African market.

The terms of reference as set out in the mandate of the Remuneration 
Committee include:
–  Assisting the Board in establishing a remuneration policy for 

directors and senior executives that will promote the achievement of 
strategic objectives and encourage individual performance;

–  Ensuring that the mix of fixed and variable pay meet the Group’s 
needs and strategic objectives;

–  Reviewing STI and LTI plans to ensure continued contribution to 
shareholder value;

–  Determining any on-target and stretch performance criteria 
necessary to measure the performance of executive directors in 
discharging their functions and responsibilities;

–  Reviewing and recommending to the Board the relevant criteria 
necessary to measure the performance of executives, which plays a 
pivotal role in determining their remuneration;  

–  Considering recommendations from management (based on 
external benchmarks and independent non-executive directors’ 
fees surveys) on the remuneration of the chairman and 
non-executive directors, whose remuneration is subject to 
shareholder approval;

–  Reviewing the outcomes of the remuneration policy post-
implementation to determine if the objectives were achieved;

–  Reviewing and approving the remuneration policy as contained in 
the Remuneration Report, which in turn forms part of the Group’s 
Integrated Report;

–  Overseeing the preparation of the Remuneration Report (as 
contained in the Group’s Integrated Report) to ensure that it is clear, 
concise and transparent;

–  Ensuring that the Remuneration Report is put to a non-binding 
advisory vote by shareholders and engaging with shareholders and 
other stakeholders on the Group’s remuneration philosophy;

–  Ensuring that consideration is given to executive succession 
planning in the Group; and
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–  Ensuring compliance with applicable laws and codes applicable to 
executive remuneration.

ACTIVITIES OF THE REMUNERATION COMMITTEE FOR THE 2016 
FINANCIAL YEAR
During the 2016 financial year, the Remuneration Committee reviewed 
components of the Group’s remuneration policy and their link to the 
Group’s strategic objectives. The following were the key activities for 
the past year: 
–  Approval of the TGP increases of the Group’s management and 

senior management on the following terms: Management (general 
mandate of 7.5%) and Senior Management (general mandate of 
7.0%); 

–  Reviewing and approving increase mandates for management level 
employees for other countries (apart from South Africa) on a per 
country basis; and

– Reviewing proposed increases for non-executive directors’ fees. 

REMUNERATION PHILOSOPHY
The remuneration policy is aligned to the Group’s approach of 
rewarding directors and senior executives fairly and competitively, 
structuring their reward package in a manner commensurate with each 
executive’s capabilities, skills, responsibilities and level of performance. 
It is based on the following underlying principles: 
– Awarding remuneration that is fair and just;
–  Retaining the services of key talent and critical skills necessary to 

realise the Group’s strategic objectives over the long term;
– Attracting the key talent and skills required by the Group;
–  Ensuring that remuneration structures are consistent with the 

Group’s long-term value creation for shareholders; 
–  Remuneration that is sustainable in the long-term and does not 

encourage excessive risk taking by key decision makers; 
–  Key performance areas for executives which support an integrated 

approach, taking into account financial metrics, sustainability, risk 
management, governance and other strategic objectives; and

–  Recognising and encouraging exceptional performance, both on an 
individual level as well as on a Group level.

It is the Group’s objective to provide a level of remuneration that will 
attract, develop, retain and motivate its employees to execute its 
strategy in a highly competitive retail environment.

The Group’s remuneration policy encourages sustainable 
performance and stimuli for employee motivation and retention. The 
executive remuneration policy is underpinned by the principle of 
creating and sustaining a strong link between reward and performance, 
placing a significant portion of the remuneration “at risk” measured at 
Group and operational/business unit level. The “at risk” or variable pay 
includes STIs and LTIs which align the interests of executives and 
shareholders. It should be noted that although LTIs are a key 
component of the Group’s remuneration policy it is not our policy to 
make awards in terms of the ESP on an annual basis. 

BENCHMARKING AND POSITION IN THE MARKET
To ensure that the Group remains competitive within the markets in 
which it operates, annual benchmarking exercises of its remunerative 
packages in comparison to the retail industry and the general South 
African market are performed. Executive positions are also periodically 
evaluated. Generally, TGP in the Group is placed at the median of the 
retail sector remuneration scale. For the retention of exceptional and/or 
scarce skills a premium may be paid on the remuneration package of 
these employees resulting in their TGP levels exceeding the market 
median. 

Due to the size of the Group, its multiple brands and its large 
footprint on the African continent, executive TGP, together with 
on-target STIs are benchmarked at the upper quartile of the South 
African market (across industries and not retail exclusively). The Group 
believes that its remuneration policy plays an essential role in realising 
its business strategy; therefore, remuneration levels should be highly 
competitive in the challenging markets in which the Group operates.

The benchmarking comparator group was selected based on job 
size and industry. 
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COMPONENTS OF REMUNERATION
The different components of remuneration, their objectives and their link to the business strategy as well as proposed changes to the remuneration 
policy are summarised below.

SUMMARY OF COMPONENTS OF REMUNERATION

COMPONENT NATURE OBJECTIVE
LINK TO BUSINESS  
STRATEGY POLICY

CHANGES 
 DURING 
2016 

TGP Fixed TGP must reflect scope and 
nature of role, job content, 
performance and experience; 
and include basic employee 
benefits.

TGP ensures compe-
tiveness and rewards 
individuals fairly based 
on similar positions in 
the market. Benefits 
recognise employees’ 
need for a holistic TGP 
package which includes 
retirement benefits and 
insured benefits.

TGP is generally positioned at the median; 
 exceptions are made where necessary to retain 
key and critical skills.
The Group contributes between 7.5% – 15% 
towards retirement benefits. 
TGP includes risk and insurance benefits.

No 
 changes

Variable Pay
STI, LTI  Virtual 
Option Plan 
(“VOP”), Deferred 
Bonus Plans 
(“DBP”) and ESP.

Variable STI: Rewards and motivates 
the achievement of Group 
and operational performance 
over a 12 month period.
VOP: Incentive and retention 
plan for employees not part 
of the ESP and benefits 
 realised are based on growth 
in the Group’s trading profit. 
DBP: Employees defer a 
 portion of their bonuses for 
up to 5 years. 
ESP: Aligning interests of 
 executives with shareholders 
by encouraging executives to 
acquire and hold Shoprite 
Holdings shares. This could 
consist of co-investment 
shares (based on an 
 investment made by senior 
employees) or performance 
based shares (subject to 
Group performance) or reten-
tion based shares which only 
have a continued employment 
condition for vesting.

STI: Rewards 
 employees for 
 contributing to growth 
in  sustainable short 
term  trading  profit.
VOP: Creates 
 shareholder value and 
increases trading profit.
DBP: Retention 
 mechanism.
ESP: Aligns behaviour 
of senior employees 
with shareholders’ 
interests through direct 
 shareholding of 
Shoprite Holdings 
shares.

STI: Depends on trading profit. Bonus pool 
accrual is capped at 150%. If actual profit falls 
below 70% of Group trading profit target, a 
modest bonus may be paid.
VOP: Participants receive a bonus based on 
the growth in the Group’s trading profit; tranche 
vesting in equal amounts in years 3, 4 and 5.*
DBP: Same conditions as STI, with deferral of 
bonuses and tranche vesting in years 3, 4 and 
5. A condition of  continued employment 
applies for  vesting.*
ESP: Uses performance shares, retention 
shares and co-investment shares (on condition 
the underlying investment is retained for the 
period pending vesting), with vesting on all 
occasions subject to continued employment 
with the Group. Vesting conditions are agreed 
in the participant’s individual award letter.

*  For the DBP and VOP, employees can elect to receive 
their vested awards in restricted Shoprite Holdings Ltd 
shares rather than cash, to create greater alignment 
between employees and shareholders. Shares are 
bought in the market (outside of the ESP rules) 
 resulting in no dilution to shareholders. 

No 
 changes 

TOTAL GUARANTEED PACKAGE
The Group offers its employees a total guaranteed package structure 
which includes all fixed pay components summarised above, namely:
–  Guaranteed pay; and
–  Benefits, which include:
 • Group life cover;
 • Medical aid; and 
 • Retirement contributions.

The Remuneration Committee conducts an annual review of the Group’s 
guaranteed packages to ensure that they remain aligned to the market. 

INCREASES
Annual increases are awarded based on employees’ total guaranteed 
package value. Annual increases in the total guaranteed packages are 
determined with reference to:
–  the scope and nature of an employee’s role; 
–  market benchmarks;
–  personal performance and competence;

–  affordability;
–  company performance and specifically sales growth; and
–  actual and projected consumer price index figures. 

Proposed increases to guaranteed packages are reviewed by the CEO 
of the Group and his recommendations are included in a formal proposal 
to the Remuneration Committee for approval. The average annual 
increase in guaranteed package levels for executives is reviewed and 
approved by the Remuneration Committee in terms of their mandate. 

Collective bargaining agreements typically exclude performance 
based increases and uniform increases are normally granted which are 
based on the specific agreements reached between the Group and the 
bargaining units for predetermined periods of time. 

CEO ARRANGEMENT
Globally the retail environment is challenging and fast paced. Recently 
in South Africa it has become a trend for retailers to recruit their CEOs 
from multinational retailers outside of South Africa. Hence, it is evident 
that the war for talent in this space is not confined to the African continent. 
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It is common market knowledge that both locally and internationally 
the Group has outperformed its peer companies over the last ten years 
in terms of growth and shareholder return. This strong growth was the 
foundation for the Group’s expansion into Africa, with Shoprite being 
the largest retailer on the African continent for a number of years. 
Such growth is spearheaded by strong leadership. 

During December 2003, the Remuneration Committee and the Board 
therefore entered into an agreement with the Group’s CEO which forms 
the basis of his TGP. Annual increases to TGP are based on the greater 
of the: 
–  Group’s HEPS growth for the past financial year; 
–  Rand/US Dollar exchange rate for the past 12 months; or
–  Consumer price index growth in South Africa.

This arrangement is in place until his employment contract terminates, 
which can be effected by giving twelve (12) months’ written notice. 

The Remuneration Committee and the Board have awarded the CEO 
with a once-off discretionary cash bonus of R50 million. Some of the 
factors considered in this regard are:
–  No increases during the 2014, 2015 and 2016 years: The CEO did 

not claim any increases during the 2014, 2015 and 2016 years;
–  No variable pay component in recent years: The CEO did not 

receive STI payments nor did he receive benefits from any LTI plan 
for the previous five (5) financial years. Where comparative CEO’s 
may have some leveraged components in their total packages 
(especially outperformance share plans that render large value upon 
vesting) the Group’s CEO has not benefitted from such plans for the 
previous five (5) financial years;

–  Length of service with the Shoprite Group: The CEO has 
approximately 45 years of service; and

–  The excellent results achieved by the Group: During the 2015/16 
financial year the Group recorded diluted HEPS growth of 16.98% 
to 899.66 cents (12.73% to 867.01 cents for 52 weeks) during very 
challenging economic circumstances against a market consensus 
of 854.8 cents.

VARIABLE REMUNERATION 

SHORT TERM INCENTIVE BONUS PLAN
The annual STI plan is designed to recognise the achievement of a 
 combination of Group and operational/business unit objectives. 

Executives and management participate in the STI plan which 
operates over a 12 month period (i.e. financial year). This is a self-
funding scheme as the bonus pool is determined based on a trading 
profit target. The value of the on-target bonus earning potential (i.e. 
bonus pool) for the plan is included in the annual budget and is 
provided for in the financial statements.

The quantum of the bonus pool is determined at Group level, but is 
moderated by the financial performance of each operational/business 
unit within the Group. Therefore, on Group level, where between 70% 
and 100% of trading profit target is achieved and the operational/
business unit achieves the same or a larger percentage of its trading 
profit budget, the operational/business units’ bonus pool will be the 
actual percentage of trading profit budget achieved. However, where 
the operational/business unit performance does not match or exceed 
Group performance, participants may earn a portion of their on-target 
bonus based on the bespoke performance criteria applicable to each 
operational/business unit, pre-determined at the beginning of the 
financial year. This ensures that each participant is measured against 
his specific area of responsibility. Various weightings are also included 
in the criteria to encourage participants to maximise their role and 
functionality, and the criteria may include:
–  market share growth; 
–  sales;

–  controllable expenses;
–  debtors’ management;
–  shrinkage;
–  strategic transformation targets (B-BBEE); 
–  cost savings; and
–  stock days, etc.

Due to the diversified nature of the Group, nineteen (19) operational/
business units exist. Employees from all of these operational/business 
units participate in the STI plan. Employees falling under branch 
management have a choice to receive their bonus on a quarterly basis, 
in which case the bespoke performance criteria are measured against 
the quarterly results. If the employee elects to receive the bonus at the 
end of the fourth quarter, the results over all four quarters are 
considered. In the event that an annual bonus would exceed the sum of 
the four quarterly bonuses, the annual bonus will be paid to the 
employee, and vice versa.

No incentive bonus will be payable if none of the bespoke 
performance criteria are met.

The plan also makes provision for stretch targets above the trading 
profit target. Where more than 70% of target is achieved on Group level 
and this performance is matched or exceeded on an operational/
business unit level, participants can earn up to 150% of their on-target 
incentive. However, where the current year trading profit does not 
exceed the previous year trading profit, the bonus pool is limited to 
100% of the trading profit target.

The annual bonus pool is therefore capped at 150% of trading profit 
target in instances of financial outperformance. 

Executive directors who have line of sight in terms of operational/
business units have exposure to both Group performance and 
operational/business unit performance in the determination of their 
bonuses. Executive directors with line of sight to Group performance 
(like the Financial Director, Chief Operating Officer, Marketing Director 
and the Deputy Managing Director) will have exposure to Group 
performance in the determination of their bonuses. 

On an individual executive level the earning potential as a percentage of 
guaranteed remuneration is expressed in the table below.

STI EARNING POTENTIAL AS % OF GUARANTEED REMUNERATION

 
POSITION

TARGET AS % OF 
 GUARANTEED 

 REMUNERATION IN 2016

STRETCH AS % OF 
 GUARANTEED 

 REMUNERATION IN 2016

Financial Director 67% 100%

Executive Directors 
(on average) 60% 90%
 
RETENTION 
The Group recognises that key strategic talent, required to deliver the 
Group’s business strategy, should be retained.

Therefore, the Remuneration Committee has the discretion to make 
retention payments to and/or impose a paid restraint of trade upon key 
talent which it deems necessary to retain in order to realise its business 
strategy. In exercising this discretion the Remuneration Committee 
members must satisfy themselves that such payments are fair and 
reasonable and are disclosed to shareholders as required by 
remuneration governance principles. 

No cash retention payments were made to executive directors in the 
year under review. 

In addition, executives who hold unvested co-investment and 
retention shares in terms of the ESP are subject to a restraint of trade 
for two (2) years post the vesting date. These are contractual restraint 
of trade agreements and not paid restraints. 
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LONG TERM INCENTIVE PLANS
Currently LTIs are offered through participation in the ESP, VOP and DBP.

The salient features of the current LTIs are set out below:

EXECUTIVE SHARE PLAN
Based on best practice locally and globally, the ESP was designed and approved at the 2012 Annual General Meeting by shareholders. This plan 
provides for considerable shareholder alignment as executives hold equity in the Group, subject to the meeting of performance hurdles and 
continued employment with the Group. The plan also provides executives with an opportunity to invest in the Group (with their own funds) and based 
on such investment they may receive matching co-investment shares.

The main characteristics of the instruments which can be awarded in terms of the ESP are set out below.

CO-INVESTMENT SHARES RETENTION SHARES PERFORMANCE SHARES
Nature of instrument Forfeitable, restricted shares 

 allocated based on the value of the 
investment made by the participant 
in Shoprite Holdings shares or 
 convertible bonds issued by the 
Group.

The co-investment shares have 
 dividend and voting rights from  
date of award, however they can be 
forfeited by the employee in the 
event that the vesting conditions are 
not met.

Forfeitable, restricted shares which 
have dividend and voting rights from 
date of award. However, these 
shares can be forfeited by the 
employee in the event that the 
 vesting conditions are not met. 

Only used in ad-hoc circumstances 
where the Remuneration Committee 
recognises a need to retain key 
employees required to deliver the 
Group’s business strategy. 

Forfeitable, restricted shares allocated 
which are subject to pre-determined 
performance hurdles for vesting. 

Vesting and Performance 
Conditions

Vesting after a pre-determined 
 period and subject to continued 
employment. In addition, the 
 underlying investment in Shoprite 
Holdings shares or convertible 
bonds should be held for the entire 
vesting period for the co-investment 
shares to vest. 

Vesting after a pre-determined 
 period and subject to continued 
employment for vesting. 

The financial performance hurdles are 
set based on the Group’s business 
strategy and the performance or value 
creation it seeks to create. The perfor-
mance period could be three (3) years, 
but is determined in terms of the 
award letter. Performance shares are 
also subject to continued employment 
for the vesting period. The percentage 
of performance shares which vest is 
based on the extent to which the 
 performance hurdles are met.

All these shares are forfeitable prior to vesting should participants 
terminate employment with the Group. In addition, any performance 
shares will be forfeited if the Group does not achieve the predetermined 
performance conditions set. 

However, in line with King III, for “no-fault leavers” i.e. death, 
retirement and disability some pro-rata vesting may be allowed upon 
early termination of employment. 

No ESP awards were made to executive directors during the year 
under review. 

VIRTUAL OPTION PLAN
The VOP is aimed at providing employees who do not participate in 
other executive share plans, for example middle management and 
other key employees and scarce skilled employees, with an incentive to 
advance the interests of the Group over the long term. 

The strategic intent of the plan includes the retention of key 
employees, providing employees with an opportunity to earn variable 
remuneration, based on performance, to create alignment with 
shareholders’ interests.

In terms of this plan, an incentive amount is allocated to 
participants. Subject to certain conditions, a bonus is determined each 
year by multiplying the incentive amount allocated with the actual 
percentage growth in the trading profit of the Group on a year to year 
basis (i.e. the calculation is based on the percentage growth in trading 

profit between the current financial year and the previous financial year) 
and divided by a notional growth rate of 15%. For example if the 
eligible employee’s incentive amount is R100 000 and the growth on 
prior year trading profit is 10% the VOP benefit will comprise – 
R100 000 x 10%/15% = R66 667. The VOP determined in terms of this 
plan vests equally over the later of a three (3), four (4) and five (5) year 
period or payment date (as defined in terms of the policy document of 
the VOP), after which the employee becomes unconditionally entitled to 
the benefit. 

The individual earning potential was increased in the 2015 financial 
year from 75% of on-target STI to 100% of on-target STI. The 
Remuneration Committee considered market best practice for middle 
management LTIs which informed its decision. No design changes 
were made during the 2016 financial year. 

DEFERRED BONUS PLAN
In terms of the DBP, participants are measured on the same criteria 
which are applicable to the STI plan. The pre-tax bonus determined as 
such, however, is deferred prior to accrual to the employee, and is paid 
in equal amounts after year three (3), four (4) and five (5) or on payment 
dates (as defined in terms of the policy document of the DBP). Deferred 
bonuses can be forfeited prior to payment in the event of the partici-
pant terminating employment with the Group (apart from death and 
disability).
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The DBP therefore serves as a retention mechanism. 
The individual earning potential was increased from 50% of the 

on-target STI to 75% of the on-target STI. For both the VOP and DBP, 
the increases followed a three (3) year phased approach and were 
completed in the 2015 financial year. No design changes were made 
during the 2016 financial year. 

SETTLEMENT MECHANISMS
Employees may receive settlement of their unvested VOP and DBP 
benefits in restricted shares where it is practical and allowed in terms of 
the local legislation of the employees’ country of employment. Such 
shares are bought in the market (outside of the ESP rules) and therefore 
does not result in any dilution for shareholders. 

The settlement of the VOP and DBP benefits in restricted shares 
provides employees with an opportunity to own Shoprite Holdings 
Limited shares which fosters a culture of ownership and alignment with 
shareholders. It further entitles employees to the dividend and voting 
rights on the restricted shares for the duration of the vesting period. 
Restricted shares will be forfeited should the employee terminate 
employment prior to the vesting dates.

In the event that employees elect not to settle their VOP and DBP 
benefits in restricted shares, their benefits will be paid in cash on the 
vesting date or payment date as defined by the policy document of 
these incentive plans. 

DILUTION AND SHARE PLAN LIMITS
In terms of the ESP rules an overall limit of approximately 3% (three 
percent) of the issued shares of Shoprite Holdings has been imposed 
when shares are allocated and issued in terms of the plan. An individual 
limit of approximately 0.5% (half a percent) has been imposed.

However, if shares are purchased in the open market for settlement 
of allocations in terms of the ESP, the limits will not be impacted. 

Shoprite takes care not to destroy shareholder value by 
unnecessarily issuing shares to settle LTI awards. There was no fresh 
issue of shares, and no LTIs were awarded, in the 2015 or 2016 
financial years. 

The VOP and DBP are cash settled, and therefore settlement 
creates no dilution. The restricted shares required for purposes of 
settling the VOP and DBP benefits (where employees choose this 
manner of settlement as explained earlier in this report) were purchased 
by the Group in the open market (outside of the ESP rules). This market 
purchase of shares did not result in dilution and therefore did not 
impact the overall approved limit for the ESP. 

CONTRACTS OF EMPLOYMENT
Executive directors and executives of the Group do not have fixed term 
or bespoke executive contracts, but are employed in terms of the 
Group’s standard contract of employment. The notice period for termi-
nation of service is one (1) calendar month, except for the CEO who has 
a notice period of 12 (twelve) months. Normal retirement age ranges 
between 60 and 65 years, unless the executive is requested by the 
Board to extend this term. Executive directors and executives do not 
have exceptional benefits associated with the termination of their 
employment. 

Certain executives are subject to a restraint of trade for two (2) years 
after the ESP vesting date (i.e. 2 years after 15 June 2017) as they were 
recognised as instrumental in carrying out the Group’s business 
strategy. However, these restraint of trade agreements are not paid 
restraints, but contractual restraints. 

Mr E Nel’s fixed-term contract was renewed for another year on 
1 July 2015 while Mr B Harisunker who reached normal retirement age 
on 1 January 2015 renewed his contract for another year on 1 January 
2016. These agreements can be terminated on 30 days’ written notice 
and is renewable on an annual basis. 

NON-EXECUTIVE DIRECTORS’ REMUNERATION

INDEPENDENT NON-EXECUTIVE DIRECTORS
Independent non-executive directors do not have any employment 
contracts and do not receive any benefits associated with permanent 
employment. 

The Board, on recommendation by management, has decided that 
independent non-executive directors should not be remunerated by 
means of a base fee and attendance fee in respect of their Board and 
committee obligations. This is as non-executive directors are required 
to prepare for all meetings and feedback and inputs are required by the 
Board, even though the meeting may not actually be attended by the 
non-executive director. The fee structure is therefore calculated on a 
retainer basis, which is also more comparable for benchmarking in the 
market against other companies’ non-executive director fees. 

The fee structure is reviewed annually and benchmarks for 
non-executive director fees for companies of similar size and 
comparable industries are considered when setting the proposed 
non-executive director fees for the following financial year. 

Prior to payment, the fee structure is subject to approval by 
shareholders at the Group’s annual general meeting. Therefore, all 
non-executive directors’ fees are only paid after the annual general 
meeting for the preceding 12 (twelve) months. 

Travelling and accommodation expenses actually incurred by 
directors to attend meetings are paid by the Group.

The proposed fee structure for the 2016 financial year (and 
the percentage increase levels) are set out below. 

The proposed remuneration will be tabled for approval by 
shareholders in accordance with the Companies Act 71 of 2008 
(“the Companies Act”) and King III Report at the Group’s annual general 
meeting to be held on 31 October 2016.

NON-INDEPENDENT NON-EXECUTIVE DIRECTORS
Shoprite Holdings has one (1) non-independent non-executive director, 
Dr CH Wiese. The fees paid by the Group to Dr Wiese are paid to 
Chaircorp (Pty) Ltd, a management company of which Dr Wiese is an 
employee.

NON-EXECUTIVE DIRECTORS
The table below sets out the proposed fees payable to non-executive 
directors in the 2016 financial year. These will be tabled before share-
holders for approval by a special resolution at the 2016 annual general 
meeting on 31 October 2016 in line with the Companies Act, 2008.

PROPOSED BOARD AND COMMITTEE FEES IN 2016

 2016 2015 INCREASE %
BOARD
Chairman of the Board R367 500 R340 000 8%
Lead Independent Director R227 000 R210 000 8%
Non-Executive Director R216 000 R200 000 8%

AUDIT AND RISK COMMITTEE 
Chairman R258 000 R239 500 8%
Member R130 000 R120 000 8%

REMUNERATION COMMITTEE 
Chairman R67 000 R62 000 8%
Member R40 500 R37 500 8%

NOMINATION COMMITTEE 
Chairman R67 000 R62 000 8%
Member R40 500 R37 500 8%

SOCIAL AND ETHICS 
COMMITTEE 
Chairman R87 500 R81 000 8%
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PART 3 – IMPLEMENTATION OF REMUNERATION POLICY IN 2016

REMUNERATION PAID TO EXECUTIVE AND ALTERNATE  DIRECTORS
The Group views its executive and alternate directors as prescribed officers as defined in terms of the Companies Act.

TOTAL REMUNERATION FOR THE FINANCIAL YEAR ENDING JUNE 2016
The single figure remuneration for the year under review for executive directors and alternative directors is disclosed in tabular format below: 

June 2016 June 2015

R’000
Remu-

neration STI

Retirement  
and  

medical  
benefits

Other  
benefits Total

Remu-
neration STI

Retirement  
and  

medical  
benefits

Cash  
retention  
payment

Other  
benefits Total

EXECUTIVE  DIRECTORS  
AND ALTERNATES
JW Basson  49 656  50 000  58  386  100 100  49 656  —  54  —  382  50 092 
JAL Basson  1 878  1 394  321  200  3 793  1 715  1 525  293  —  215  3 748 
M Bosman  2 354  2 063  539  195  5 151  2 177  1 774  498  —  174  4 623 
PC Engelbrecht  4 096  2 997  755  274  8 122  3 746  2 402  690  —  241  7 079 
CG Goosen  1 142  602  213  28  1 985  2 977  2 205  760  —  111  6 053 
B Harisunker  3 199  1 617  —  363  5 179  3 146  1 321  421  —  253  5 141 
AE Karp  4 101  1 444  857  227  6 629  3 840  1 593  800  10 000  228  16 461 
EL Nel  3 249  2 134  —  299  5 682  3 008  1 983  —  —  198  5 189 
BR Weyers  656  383  —  —  1 039  2 321  1 471  585  —  160  4 537 

 70 331  62 634  2 743  1 972  137 680  72 586  14 274  4 101  10 000  1 962 102 923 

No LTIs were awarded in the financial year 2016, neither did any LTI awards vest in participant employees. The first vesting of LTIs (awarded in terms 
of the ESP rules) will be during the financial year 2017.

STI PERFORMANCE OUTCOMES
The following section sets out the STI performance outcomes, for the Group trading profit, in the 2016 financial year. 

The STI for the financial director and executives (on average) for the 2016 financial year, expressed as a % of TGP versus on-target and (stretch) STI 
(expressed as a % of TGP) as well as the degree by which the Group achieved or exceeded its trading profit targets are set out below:

ROLE FY 2016 STI AMOUNT
ACTUAL 2016 STI  

(AS % OF ANNUAL TGP)

POLICY: ON TARGET AND 
(STRETCH) STI EARNING  

POTENTIAL (AS % OF TGP)

MARGIN BY WHICH THE GROUP’S 
 PERFORMANCE EXCEEDED  

THE TARGETED TRADING PROFIT 

Financial director R2 063 042 69% 67% (100%) 15% actual trading profit growth 
 versus growth profit target of 11% 

Executives (on average) R1 571 800 62% 60% (90%)

The table above illustrates that actual STI slightly exceeding on-target earning potentials were paid, whilst the Group exceeded its trading profit target 
set for the financial year 2016. 

LTIS UNVESTED AT JUNE 2016
The following section sets out the indicative value (not audited value) of unvested share-based awards under the Group’s ESP as an indication of the 
potential future LTI vesting for Executive Directors (and Alternate Executive Directors).

NAME TITLE
RETENTION 

SHARES* 
CO-INVESTMENT  

SHARES*

VESTED/  
FORFEITED  

IN THE YEAR CLOSING (TOTAL)

INDICATIVE VALUE 
OF UNVESTED 

SHARE-BASED
INSTRUMENTS – 

RETENTION 
SHARES**

INDICATIVE VALUE 
OF UNVESTED  

SHARE-BASED 
INSTRUMENTS –  
CO-INVESTMENT 

SHARES**
PC Engelbrecht Alternate Executive 

Director 27 365 52 635 — 80 000 R4 551 347 R8 754 253
AE Karp Executive Director 20 376 39 624 — 60 000 R3 388 936 R6 590 264
M Bosman Executive Director 16 882 33 118 — 50 000 R2 807 814 R5 508 186
JAL Basson Alternate Executive 

Director 13 978 26 022 — 40 000 R2 324 821 R4 327 979

 * Award price of R156.96 and Award date of 15 June 2014

 **  This indicative calculation is based on the number of Retention and Co-Investment Shares awarded on 15 June 2014 multiplied by the average closing share price on 

30 June 2016 [R166.32]
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FEES PAID TO NON-EXECUTIVE DIRECTORS
The non-executive director fees (approved at the 19 October 2015 
annual general meeting) and paid after the annual general meeting were 
as follows: 

FEES PAID TO NON-EXECUTIVE DIRECTORS IN 2015

BOARD
Chairman of the Board R340 000
Lead Independent Director R210 000
Non-Executive Director R200 000

AUDIT AND RISK COMMITTEE 
Chairman R239 500
Member R120 000

REMUNERATION COMMITTEE 
Chairman R62 000
Member R37 500

NOMINATION COMMITTEE 
Chairman R62 000
Member R37 500

SOCIAL AND ETHICS COMMITTEE 
Chairman R81 000

REMUNERATION REPORT (CONTINUED)




