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INTERIM RESULTS FOR THE 26 WEEKS ENDED DECEMBER 2005 

When evaluating these results please note that this interim report covers 26 weeks compared to  
27 weeks in the corresponding reporting period ended December 2004. To make comparisons meaningful, 
percentages provided in the section "Key information" below are given for both a  
27-week and a 26-week period ended December 2004.  

Key information 
• Turnover increased 9,4%  
(13,7% if compared to 26 weeks in the corresponding period) - from R15,194 billion to R16,621 billion.  

• Non-RSA operations achieved 14,0% (26 weeks: 18,3%)  
sales growth in stable currency terms.  

• Trading profit was up 6,9%  
(26 weeks: 25,3%) to R560,9 million.  

• Headline earnings per share grew to 66,6 cents,  
up from 64,6 cents in the corresponding period  
(26 weeks: up from 54,3 cents).  

• Headline earnings per share, adjusted for exchange  
differences, rose 5,1% to 72,4 cents  
(26 weeks: up 23,8%).  

• Net asset value per share increased 23,7%  
to 485 cents.  

• Dividend per share declared increased 22,7%  
to 27,0 cents.  

Whitey Basson, chief executive, commented: 
“All the divisions in the Group, the core businesses in particular, posted excellent results for the reporting period, 
growing turnover by 13,7% on a comparable 26-week basis despite food inflation averaging only 3% for the 
period. This achievement also led to an increase in market share. Strong growth in the number of customers was 
echoed in the findings of a recent AC Nielsen survey in which 65% of consumers stated they shopped at Group 
outlets compared to 62% previously. At the same time basket size increased, confirming the greater liquidity in 
the Group's target market. Trading profit of R560,9 million was 25,3% higher on a 26-week comparable basis as 
turnover growth outstripped cost increases and the benefits of the Group's vastly improved operating systems, 
better ranging and product availability increasingly benefited the bottom line.”  
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The South African retail market and the food sector in particular, remained highly competitive through the six 
months to December 2005, characterised by strong downward pressure on prices in an environment marked by 
continuing low food inflation. At the same time the market saw strong growth in not only the numbers but also the 
disposable income of the emerging black middle class which now covers the spectrum from LSM 4 to 7 and is 
the main driver for retail growth in South Africa. According to AMPS the black middle class grew by 30% in 2005, 
adding more than 420 000 adults to this LSM group, which now forms the biggest consumer base. With annual 
economic growth predicted at 5% for the next three years, this surge should prove sustainable. Shoprite is seen 
as better positioned than any other food retailer is to capitalise on this growth as it is happening in its core target 
market. However, the increasingly affluent black consumer is also important for the Checkers brand as a source 
of incremental future growth.  

 
COMMENTS ON THE RESULTS  

Income statement  

Total revenue 
Total revenue increased by 9,2% from R15,505 billion to R16,926 billion. If the extra week in the corresponding 
reporting period is disregarded, the growth in total revenue was 13,4%.  

Gross profit 
Gross profit was 10,6% higher at R3,201 billion. The Group managed to maintain its low-price leadership despite 
aggressive competition in the market. The strong rand continued to benefit the sale of imported higher-margin 
non-food items which increased their contribution to total gross profit. The negative effect of the strong rand on 
exports was reduced by the strengthening of several key African currencies.  

Trading profit 
The trading margin of 3,3% was slightly softer than the 3,4% for the 27 weeks of the corresponding reporting 
period. If the extra week is disregarded, the trading margin in the comparative period was 3,0%.  

Expenses 
Expenses were well managed over the period, although they increased slightly above inflation, mainly as a result 
of the increase in new stores opened and refurbishments undertaken during the period.  

Interest received and finance costs 
Low interest rates as well as increased capital expenditure on new and refurbished stores continue to put 
pressure on net interest income. 

Exchange rate losses 
In December 2005 the rand exchange rate against the US dollar was R6,37 compared to R5,69 in December 
2004 and R6,73 in June 2005. In accordance with International Financial Reporting Standards (IFRS) only the 
exchange rate losses on short-term loans and cash balances are reflected in the income statement, while foreign 
currency translation differences and exchange rate losses on long term loans are taken on to the balance sheet. 
The net result is that the Group suffered an exchange rate loss of R28,7 million as against a loss of R14,1 million 
in the corresponding period.  

Income of a capital nature 
The income of a capital nature (previously described as exceptional items) in the income statement in both years 
relates mainly to the sale of a few smaller, non-strategic properties.  

Loss from discontinued operations 
The Group is at present involved in negotiations concerning the sale of its operations in Egypt. This business is 
consequently treated in the accounts as a discontinued operation.  

Dividend per share declared 
The increase to 27,0 cents in the dividend per share declared flows from the Board's previous decision to reduce 
dividend cover to 2 times for the full financial year.  

Balance Sheet  

Intangible assets 
The increase in intangible assets from R43,6 million to R172,3 million was due mainly to the acquisition of 
Foodworld Stores and Computicket, transactions only finalised towards the end of the period under review.  

Inventories 
The increase of 13,7% in inventory to R3,622 billion was mainly the result of stocking up for the Back-to-School 



campaign in anticipation of buoyant customer demand and the need to provision the net 62 new stores opened 
during the period, 44 of which are supermarkets. Stock turn was 7,8 times as against 8,0 times in the six months 
to December 2004.  

OPERATIONAL REVIEW  

The first half of the 2006 financial year has been a rewarding trading period for the Group with all the main 
divisions achieving highly satisfactory results in relation to a comparable 26-week reporting period ended 
December 2004. The increase in net cash balances and trade creditors was in line with turnover for the period 
and a cash flow-positive month-end closing date. The strong turnover growth was supported by a most pleasing 
increase in the number of customer transactions and the growth in basket size. The number of consumers in the 
lower to lower-middle income groups – LSM 4 to 7 - constituting the Group's main target market, grew strongly 
by 5,3% in 2005. The rise in their disposable income was due mainly to government assistance in the form of tax 
concessions and social grants as well as the vast expansion planned to infrastructure in terms of housing and 
the provision of essential services. This will be further boosted by the R13,5 billion in personal tax concessions 
contained in the new Budget. 
 

 

Supermarkets  

The Group's supermarket division continued its strong growth cycle of past years, boosting the total number of 
customers served by 8,3% and basket size by 5,1%. The combined revenue of the three supermarket chains – 
Shoprite, Checkers and Usave – increased by 9,3% (26 weeks: 13,9%) to R14,865 billion. In the light of the 
Group's growing consumer support – a recent AC Nielsen report found that 65% of all South African consumers 
shop at the Group's outlets - an aggressive new store programme is being followed. This saw 36 Shoprite and 
Checkers supermarkets and 8 Usave stores being opened during the period under review. Hypermarkets seem 
to have reached a plateau while there are clear indications of a growing preference among consumers to shop at 
smaller format convenience stores closer to home. This resulted in a growth in the Group's share of the formal 
food market of 0,3%.  

Shoprite 
Shoprite operates 352 of the Group's 573 corporate stores and does business in 17 of the 18 countries in which 
the Group maintains a presence. Its turnover growth in South Africa of 8,9% (26 weeks: 13,5%) to R7,813 billion 
mirrors the continuing high consumer confidence in the brand, especially at the lower end of the market. The 
chain grew the number of customers served by a high 8,9% and basket size by 4,1%. It experienced a continuing 
increase in higher-margin non-food sales, especially in smaller electrical appliances which are in great demand 
amongst first-time homeowners.  
 
Checkers 



This chain reported turnover 8,3% (26 weeks: 12,8%) higher at R5,194 billion compared with the corresponding 
period, while increasing profitability by 11,3% (26 weeks: 29,7%). The number of customers served increased by 
5,8% while continued growth in basket size of 6,3% confirmed that the repositioned chain with its new product 
ranges was reaching its targeted higher-income consumer. This trend was confirmed by the latest AMPS 
statistics which showed a healthy increase in the number of LSM 8 to 10 shoppers. Checkers, which now 
operates 129 supermarkets, focused its attention during the review period on smaller-format convenience stores 
in new affluent neighbourhoods.  

Usave 
Strong consumer support for the Usave brand resulted in a net gain of 8 new outlets during the period to bring 
the total number of stores of the Group's newest chain to 92. With the accent on hard groceries in its limited 
product range, Usave has now developed into an established format. Sales growth of 36,3% (26 weeks: 42,0%) 
continues to exceed budget. Basket size increased to 5,8% despite the chain’s all-out focus on low prices while 
the number of customer transactions increased by 30,0%. All the chain's mature branches remain highly 
profitable.  

Operations outside South Africa 
The Group's non-RSA operations performed satisfactorily, with turnover increasing by 14,1% (26 weeks: 18,9%) 
at constant conversion rates. Due to lower volatility in certain African currencies, this turnover increase translated 
into 14,0% (26 weeks: 18,9%) in rand terms. However, trading profit was under budget due mainly to low gross 
margins and stock losses which have not as yet been brought under control. Countries in which the Group is well 
established continue to be the biggest profit contributors although Angola, in which the first store was opened in 
August 2003, is already breaking even. Two further supermarkets are under construction in this country and will 
come on stream towards the end of the year. The Group successfully launched its first store in Nigeria in 
December 2005 and remains highly positive about this country’s trading potential in the long term.  

OK Franchise  
The division reported 8% turnover growth on existing business. It gained 22 new members of which 8 do 
business under the OK brand while closing 12 member accounts to end the period with 258 members. Several 
large members resigned just before the end of the 2005 financial year resulting in total turnover growth of 3% for 
the six months under review. The tax concessions announced for small businesses in the recent Budget should 
also have a beneficial effect on the franchise sector in general.  

Furniture  
Lower turnover growth in the Furniture Division confirmed market speculation that this sector is slowing down 
after a boom period lasting almost three years. Excluding the extra week, the division nevertheless grew turnover 
by 14,0% in a highly competitive environment. Trading profit increased by the same percentage to R108 million. 
The shift to cash continued with credit sales dropping to 35,5% from 38,7% as more and more consumers 
obtained credit via banks. At the end of the review period the division was operating 174 OK Furniture and 
House & Home stores as well as 13 small-format OK Power Express outlets.  

GROUP PROSPECTS AND OUTLOOK  

Retail is expected to gain considerably from the R13,5 billion tax concessions announced in the Budget and 
which would benefit primarily the lower and middle income groups. This is over and above the Government's 
recently announced R400 billion investment in infrastructure which again will first and foremost benefit these 
sectors of the population. The Board is therefore looking with confidence to the second half of the year expecting 
turnover and profit growth patterns to at least continue at present levels.  

CORPORATE GOVERNANCE  

Shoprite is committed to the principles embodied in the Code of Corporate Practice and Conduct in the King 
Report 2002 (“the Code”). The Group complies with the significant requirements incorporated in the Code and 
the JSE Ltd.  

ACCOUNTABILITY  

These condensed consolidated interim results have been prepared in accordance with International Financial 
Reporting Standards ("IFRS"), IAS 34: Interim Reporting and Schedule 4 of the South African Companies Act 
(Act no 61 of 1973), as amended. The Group has reported under IFRS for the first time and applied IFRS 1: 
First-time Adoption of International Financial Reporting Standards, to these financial statements. All relevant 
comparative information has been adjusted in accordance with IFRS 1.  

The accounting policies that have been adopted in order to comply with IFRS, and their effect on the Group’s 
results, are listed below.  

Property, plant and equipment  



As per the requirements of IAS 16 Property, Plant and Equipment the Group now reviews the estimated useful 
life and residual value of all property, plant and eq8uipment annually and accounts for any resulting changes as 
a change in accounting estimate in accordance with IAS 8: Accounting Policies, Changes in Accounting 
Estimates and Errors. As these estimates were not reviewed after initial recognition in the past, the accumulated 
depreciation was recalculated in line with the policy of annual review as stated above.  

  

Translating foreign operations  

As per the requirements of IAS 21: The Effects of Changes in Foreign Exchange Rates, the Group now 
translates the results and financial positions of its foreign operations with a functional currency other than rand, 
to rand using the following procedures: 
• Assets and liabilities are translated at closing rate 
• Income and expenses are translated at transaction date 
• Resulting exchange rate differences are recognised in equity.  

As the functional currency of the Group's foreign operations were considered to be rand in the past the 
inventories, property, plant and equipment and the related depreciation were accounted for at historical rates and 
all translation differences were accounted for in the income statement. The translation of all foreign operations 
was recalculated and the necessary adjustments were made retrospectively.  

   

Intangible assets  

As per the requirements of IAS 38: Intangible Assets, the Group now reviews the estimated useful life and 
residual value of all intangible assets annually and accounts for any resulting changes as a change in accounting 
estimate in accordance with IAS 8: Accounting Policies, Changes in Accounting Estimates and Errors. As these 
estimates were not reviewed after initial recognition in the past the accumulated amortisation were recalculated 
in line with the policy of annual review as stated above.  



  

Share-based payments  

In terms of IFRS 2: Share-Based Payment, the Group shall, for all future share-based payment transactions, 
expense the related services received over the vesting period with a corresponding increase in equity or 
creditors.  

For all equity-settled share-based payment transactions granted after 7 November 2002 that have not yet vested 
by 1 January 2005, as per the transitional requirements of IFRS 2, and all cash-settled share-based payment 
transactions the relevant comparative information has been restated. The effect of the restatement is reflected 
below and in the statement of changes in equity.  

  

Reclassification of income statement and balance sheet classifications  

Various classifications of income statement and balance sheet items were changed to ensure a more relevant 
presentation of financial results as per the requirements of IFRS. The main items adjusted are listed below: 
1. Investment income and commissions received are now disclosed as revenue. 
2. All outstanding deposits and outstanding cheques are now disclosed as part of cash and cash equivalents. 
3. All expense items of a capital nature, as used in the calculation of headline earnings per share, are grouped 
together. 
4. Unearned insurance premiums are reclassified from trade and other payables as instalment sales under trade 
and other receivables, and warranties from provisions to unearned premiums. 
5. Accretion of discount on provisions is reclassified from other expenses to finance costs. 
6. Claims incurred but not reported are reclassified from trade and other payables to provisions. 
 
As reported in the Group’s results for the year ended 30 June 2005, the accounting for leases was adjusted. All 
payments in respect of operating leases with a fixed escalation clause are now recognised as an expense or 
income on a straight-line basis over the lease term. The results for the six months ended December 2004 are 
restated in accordance with this accounting policy. The effect of the restatement is reflected below and in the 
statement of changes in equity.  



  

Dividend  

Dividend no 114 
The board has declared an interim dividend of 27,0 cents (2005: 22,0 cents) per ordinary share, payable to 
shareholders on Monday 20 March 2006. The last day to trade cum dividend will be Friday 10 March 2006. As 
from Monday 13 March 2006 all trading of Shoprite Holdings Ltd shares will take place ex dividend. The record 
date is Friday 17 March 2006.  

Share certificates may not be dematerialised or re-materialised between Monday, 13 March 2006, and Friday, 17 
March 2006, both days inclusive.  
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