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REPORT INTRODUCTION
Rhodes Food Group Holdings Limited (the group) has pleasure
in presenting its Integrated Report to shareholders for the 2015
financial year. The report builds on the content and disclosure
of the first integrated report published in 2014 shortly after the
group’s listing on the JSE Limited.
As a group we are committed to relevant, balanced and
transparent disclosure to shareholders. Our Integrated Report
aims to provide greater insight into how the group creates
and sustains value for shareholders, and we plan to enhance
disclosure each year as we align our reporting with best practice
over time.
The group has applied the King Code of Corporate Principles
2009 (King lll) and reporting complies with International Financial
Reporting Standards, the Companies Act of South Africa and
the JSE Listings Requirements. Management plans to adopt
the guidelines outlined in the International Integrated Reporting
Council’s Framework as appropriate in subsequent years.
The report is focused on our shareholders and the broader
investment community, both locally and internationally, as
well as other stakeholder groups that influence our business,
including our customers, employees, suppliers and industry
regulators.

Report scope and boundary

Materiality has been applied in determining the content and
disclosure in the report. Material issues have been identified by
the directors which could affect the group’s ability to deliver its
strategy and could have a material impact on the profitability
of the group. This excludes the disclosure of price-sensitive
information or detail that could compromise the group’s
competitive position.

Assurance
The content of the Integrated Report has been reviewed by the
directors and management but has not been externally assured.
The group’s external auditor, Deloitte & Touche, has provided
assurance on the annual financial statements and expressed an
unqualified audit opinion.

Board approval
The directors have collectively reviewed the Integrated Report
and believe it accurately represents the performance of the
group. The audit and risk committee, which has oversight
responsibility for integrated reporting, recommended the report
for approval by the directors. The board accordingly approved
the 2015 Integrated Report for release to shareholders on
4 December 2015.

The report covers the integrated financial and non-financial
performance of the group for the financial year ended
27 September 2015. Results are reported for the Regional
and International operating segments.
Audited summarised financial statements have been published
in the Integrated Report, with the audited annual financial
statements available on the website www.rhodesfoodgroup.com.

Dr Yvonne Muthien
Independent non-executive chairperson
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Maiden dividend

24.8 cents
per share

Normalised diluted
HEPS up

136.3%
to 83.9 cents

Continued gains
in brand shares

Bruce Henderson
Chief executive officer
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Increased capital
investment for
long-term growth

GROUP PROFILE

BUSINESS SEGMENTS
REGIONAL

PRODUCT
cateGories

Leader in convenience meal solutions

More than a century of growth

Rhodes Food Group is an internationally recognised producer
of fresh, frozen and long life convenience meal solutions for
customers and consumers throughout South Africa,
sub-Saharan Africa and in major global markets.

Rhodes Food Group traces its roots back to 1896 with the
founding of Rhodes Fruit Farms. The company thrived over
the next century with sales of fresh deciduous fruit, canned
products and jams. In 1999 the business was acquired by the
shareholders of Swaziland Fruit Canners, and renamed Rhodes
Food Group.

The product range includes fresh and frozen ready meals,
pastry-based products, canned jams, canned fruits, canned
vegetables, canned meat, fruit purees and concentrates, juice
and juice products, and dairy products.
Headquartered in Groot Drakenstein in the Western Cape,
South Africa, Rhodes Food Group has 11 world-class production
facilities and two farming operations in South Africa and
Swaziland.

Market-leading brands
The group’s growing portfolio of strong brands, which includes
Rhodes, Bull Brand, Magpie, Saint Pie and Squish, are
complemented by private label product ranges prepared for
major South African and international retailers.

Over the next decade, the group invested extensively in
production facilities and technology, entered new product
categories and geographic markets, and integrated several
acquisitions.
The listing on the JSE Limited in October 2014 marked the start
of the next growth phase in the group’s proud history. In its first
year on the exchange the group has concluded four strategic
acquisitions to further strengthen its positioning as a leading,
diversified food producer serving multiple markets across
all continents.

These brands occupy either the number 1 or strong
number 2 position in most targeted product categories and
have experienced good growth in market share in recent years.
In South Africa, the Rhodes brand is the market leader
in canned pineapple, tomato paste and jam in glass jars,
supported by number two positions in canned fruit, canned
jams, canned vegetables and canned tomatoes. Bull Brand
is the iconic market leader in corned meat.
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TURNOVER
CONTRIBUTION

MARKETS

MARKETING
POSITIONING
And product
offering

INTERNATIONAL

LONG LIFE FOODS

FRESH FOODS

Canned fruits and
vegetables, jams, canned
meat, fruit purees, juice
and juice products

Ready meals,
pastry-based products,
dairy products

Canned fruit, fruit purees
and concentrates, juice
and juice products

39%

31%

30%

(2014: 33%)

(2014: 32%)

(2014: 35%)

South Africa and
sub-Saharan Africa

South Africa

Major global markets

Strong product portfolio
• Own brands including
Rhodes, Bull Brand
and Squish
• Private label for major
domestic retailers

Long-term partnership
with Woolworths

Long-term supplier
to global retail and
premium branded
customers

Supply agreement
with Corner Bakery
Extensive distribution
of Magpie and Saint
Pie brand
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INVESTMENT CASE

GROUP PROFILE continued

YEAR AT A GLANCE

Listed
on the JSE

October 2014

Acquisition
of Pacmar

April 2015

Acquisition
of Saint Pie

June 2015

4

Acquisition of
Boland Pulp

August 2015
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Acquisition
of Deemster

October 2015

Rhodes Food
Group is
favourably
positioned
for growth in
South Africa,
sub-Saharan
Africa and in
international
markets
through the
strength
and market
position of its
diversified
brand portfolio
and long-term
customer
relationships.
These six
factors
motivate an
investment
case for the
group and
should ensure
sustainable
returns to
shareholders.

ORGANIC AND ACQUISITIVE GROWTH
SUPPORTED BY CAPITAL INVESTMENT
• 21.5% compound growth in revenue over past five years
• Consistent growth in market share
• Acquisitions creating access to new product categories and markets
• Four acquisitions completed in 2015 financial-year; further two
acquisitions post year end
• Over R480 million invested in capital expenditure since 2011
ATTRACTIVE CORE MARKETS WITH
SIGNIFICANT GROWTH POTENTIAL
• Strong brands positioned for expansion and growth across
South Africa and sub-Saharan Africa
• Long-term relationship with distributors in Africa
• International opportunity driven by strong demand
in Asia for South African canned fruits

LONG-TERM RELATIONSHIPS WITH
DOMESTIC AND INTERNATIONAL CUSTOMERS
• Relationships of more than two decades with major
food retailers in South Africa, Europe, North America and Australia
• Long-term relationships supplying products to leading global brands

MARKET-LEADING BRANDS AND
PACKAGING INNOVATION
• Commanding market share of core categories
• Own brands number 1 or strong number 2 in most targeted
categories
• Leadership in new packaging, process and product solutions

WORLD-CLASS PRODUCTION FACILITIES
WITH CAPACITY FOR GROWTH
• Eleven food production sites across South Africa and in Swaziland
• Sites located close to end markets or sources of raw materials
• Spare capacity allows for increased production at limited cost
• Well-invested asset base provides a significant competitive
advantage and barrier to entry

EXPERIENCED MANAGEMENT TEAM
WITH PROVEN TRACK RECORD OF GROWTH
• Current management has led the business to its market leading
position
• Executive team has an average 12 years’ company experience
• Management’s significant shareholding aligns their interests with
those of shareholders
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MATERIAL ISSUES
FOREIGN EXCHANGE

UTILITY SUPPLY

Why material?
The group is exposed to the fluctuations of the Rand
exchange rate against major currencies as 30% of revenue
is generated from foreign sales
Related risks
• Fluctuations in
the currency
could result
in foreign
exchange losses
which impact
on margin and
profitability

ECONOMIC AND TRADING ENVIRONMENT
Why material?
Adverse economic conditions affecting the trading
environment could impact on revenue growth and
profitability
Related risks
• Current economic
environment
reducing
disposable
income of
consumers
• Raw material
input costs are
increasing
• Industrial
relations climate
and above
inflation wage
increase demands

Risk mitigation
• Diversification of customer base
across all income segments
– Exposure to higher income
LSM customers through
Fresh food business
– Exposure to lower income
markets is a benefit when
consumers trade down
• Geographic diversification
• Relatively weaker currency
benefiting international
business
• Tight control of costs
• Proactive industrial relations
management
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ACQUISITIONS

CLIMATIC CONDITIONS

Why material?
Failure to integrate new businesses could limit financial
benefits and synergies from acquisitions
Related risks
• Lack of internal
capacity,
systems and
support services
could result
in integrations
failing to realise
full benefits
• Lack of access
to capital
could constrain
acquisition
opportunities
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Risk mitigation
• Natural internal hedge from
direct import of packaging
and raw materials, freight,
agent commissions, and
linking fruit contracts with
farmers to export prices
realised in Rands
• Policy to hedge
approximately 60% of
projected foreign sales on
a rolling 12 month basis
through natural internal
hedge and foreign exchange
contracts

Risk mitigation
• Identify acquisition targets
that have a natural fit with
the group
• Extensive financial analysis
and due diligence processes
• Formalised integration
planning
• Responsibility for integration
spread across the executive
team

Related risks
• Power outages
disrupting
production,
water supply,
supply chain and
IT systems
• Water supply
not reliable and
exacerbated by
current drought
• Alternative
sources of power
are costly

Risk mitigation
• Invested R22 million in
installing and upgrading
generators where these were
inadequate or not already in
place
• Alternate water sources
being sought, evaluated and
commissioned
• Boreholes being drilled at
production plants, where
possible
• Accurate measurement
of water and electricity
consumption and saving
initiatives undertaken

PRODUCT INTEGRITY

Why material?
Climatic conditions impact on fruit and vegetable crops
which form a large proportion of the group’s raw material
purchases for use in production for local and international
markets
Related risks
• Natural disasters,
drought and crop
failure could
limit fruit and
vegetable crops
and impact
on production
volumes, and
ultimately
revenue and
profitability

Why material?
Electricity and water supplies from state and local
authorities are constrained

Risk mitigation
• Production facilities spread
across South Africa and
close to markets for raw
materials
• Diversification of supply
base and use of multiple
suppliers
• Diversification of product
offering across several
categories to reduce
exposure to any specific crop

Why material?
Product and packaging of the highest standards are
essential for a food producer to ensure product safety and
customer satisfaction
Related risks
• Product recall
owing to poor
quality standards
• Customer claims
arising from
product quality or
packaging failure
• Potential adverse
financial and
brand reputation
impact
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Risk mitigation
• High standard quality
assurance programmes at all
production facilities
• Source packaging materials
from well-established
reputable suppliers
• Production facilities certified
to local and international
standards
• Insurance for product recall

GROUP STRATEGY
MARKET-LEADING BRANDS

RHODES FOOD GROUP AIMS TO BE
THE SUPPLIER OF CHOICE FOR
FRESH, FROZEN AND LONG LIFE
MEAL SOLUTIONS IN ITS
SELECTED MARKETS

Strategic objectives
• Trusted own brands
• Maintain #1 or #2 positions in
target product categories
• Complement organic growth with
value accretive acquisitions
• Accelerate growth in new segments
or markets through acquisitions
and product launches

The group’s strategy is founded on five
pillars and delivery against the objectives
for each of these strategic pillars should
ensure sustained growth prospects and
value creation for all stakeholders.

DIVERSIFIED FOOD GROUP

Achieved in 2015
• Maintained #1 and #2 positions
• Increased market shares in core
product categories
• Saint Pie and Squish added to own
brand range
• Launched Rhodes branded juices

Plans for 2016
• Increase brand shares
• Expand product range into bottled
beetroot and gherkins, bakery and
snacking categories

PARTNERSHIPS WITH INDUSTRY-LEADING CUSTOMERS

Strategic objectives
• Ensure diversity across products,
customers, regions and revenue
streams
• Operate primarily in the domestic
market and high growth sub-Saharan
African countries
• Export long life products to
international markets
• Identify additional markets, channels
or products with high growth potential

Achieved in 2015
• Strong organic growth with revenue
spread across regional long
life (39%), fresh foods (31%) and
international (30%)
• Sales in sub-Saharan Africa
(excluding South Africa)
increased by 55.2%
• Group now operates in 15 African
countries

Plans for 2016
• Organic growth through market
share gains and entry into new
categories
• Continue to expand presence in
sub-Saharan Africa
• Further diversification through
acquisitions and integration of
acquisitions concluded

VALUE ADDED MEAL SOLUTIONS
Achieved in 2015
• Beverage division created in
regional long life segment
• Rhodes fruit juice range introduced
• New Rhodes packaging
• Rhodes Chakalaka range launched
and canned tomato range
relaunched
• Ongoing innovation in the ready
meals category

Strategic objectives
• Convenience food in fresh, frozen
and long life formats
• Meal solutions across customer
income groups
• Continuous innovation in product,
processes and packaging
• Market leader in innovation
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Strategic objectives
• Produce for select private label
programmes
• Extend existing partnerships to
customers in new categories and
geographies
• Establish new long-term
relationships with local and
international customers

Achieved in 2015
• Key export markets Europe (36%
of export sales), Far East (29%)
and USA/Canada (15%)
• Acquisitions of Pacmar, Saint
Pie, Boland Pulp and Deemster
introduced new long-term
customers to the group and
enhanced existing relationships

Plans for 2016
• Continue to cultivate partnerships
• Explore new markets for existing
product range

WORLD-CLASS MANUFACTURING FACILITIES
Plans for 2016
• Pacmar and Boland Pulp
positioned for strong growth
• Focus on bakery category and
convenience channel
• Entry into new product categories
under own brands through recent
acquisitions
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Strategic objectives
• Continuous investment in
state-of-the-art technology
and production processes
• Facilities located close to end
markets and sources of raw
materials
• Production sites certified to
international standards

Achieved in 2015
• R176 million invested in capacity
expansion and enhancing
production efficiency
• 11 production sites at year end;
three facilities added through
acquisitions of Pacmar, Boland
Pulp and Deemster
• Facilities certified to local and
international food quality and
safety standards

RHODES FOOD GROUP Integrated Annual Report 2015

Plans for 2016
• Capital expenditure of R252 million
• Additional production sites to be
added through the General Mills
and Alibaba acquisitions
• Ensure facilities acquired through
acquisition are certified to
international standards
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CHAIRPERSON’S LETTER TO SHAREHOLDERS

The listing on the JSE has
achieved its objective of
accelerating the group’s growth
strategy, enabling the business
to pursue acquisitions, increase
capital investment and reduce
long-term debt.

Dear Shareholders
The listing of Rhodes Food Group on the JSE at the start of our
2015 financial year provided the momentum for what has been
an outstanding year for the group.
Investors have responded positively to the listing of the group’s
shares, with the market capitalisation increasing from
R2.6 billion at the time of the listing in October 2014 to
R4.8 billion at year-end.
The listing has achieved its short-term objective of providing
capital to accelerate the group’s growth strategy, enabling the
business to pursue acquisitions, increase capital investment
and reduce long-term debt. This is covered in detail in the chief
executive officer’s and chief financial officer’s reports which
follow.
The group continued to deliver consistent financial performance
which is particularly noteworthy considering the challenging
economic conditions in the domestic, sub-Saharan Africa and
international markets in which the group trades. Group turnover
increased by 23.7% to reach R3.0 billion and profit after tax by
105.9% to R169.8 million.
The performance translated into an increase in normalised
diluted headline earnings per share of 136.3% to 83.9 cents.
Shareholders will receive a maiden dividend of 24.8 cents per
share, based on our dividend cover policy of three times diluted
headline earnings per share.
During the past year the board and management have also
focused on creating appropriate structures to support the
company in the listed environment.
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After implementing robust governance policies ahead of the
listing, governance processes were enhanced during the year.
This included establishing an internal audit function and
adopting an internal audit charter, creating a group compliance
function, developing a risk monitor and introducing a fraud and
ethics hotline.
The group’s remuneration policy was proposed to shareholders
for a non-binding advisory vote for the first time at the annual
general meeting (AGM) in February 2015. The policy was
approved by 96.7% of the votes cast, a welcome endorsement
of our remuneration practices.
A board evaluation undertaken during the year concluded that
the board is functioning well, adheres to high ethical standards
and is committed to good governance. The collective skills and
knowledge of the non-executive directors ensure that the board
adds value to the business, and no major areas of concern were
raised by the directors.
The directors confirm that the group has in all material respects
applied the King lll governance code in the past year. However,
it should be noted that the group’s approach to corporate
governance extends beyond regulatory policies and legislative
compliance to active oversight, as the directors believe that
sound governance practices can also enhance shareholder
value.
We are committed to continuing the performance-based
culture within the business by adopting remuneration policies
and practices which reward executives for creating shareholder
value.

RHODES FOOD GROUP Integrated Annual Report 2015

In last year’s integrated report we advised shareholders that
the remuneration committee had commissioned an evaluation
of the group’s remuneration structure, including incentive
schemes, to ensure these are relevant for a listed company
environment.
A new long-term incentive plan has been formulated together
with our external remuneration consultants to replace the
existing cash-settled long-term scheme. The plan will be
proposed for shareholder approval at the forthcoming AGM
in February 2016.
The detail of the new incentive plan is outlined in the
remuneration report on pages 27 to 31.
As a group we believe in practising good corporate citizenship.
The social and ethics committee assists the board in monitoring
the impact of the group’s social and environmental activities,
and stakeholder engagement practices. Transformation and
black economic empowerment are key agenda items of this
committee.
The group has made pleasing progress on transformation,
improving to a level 4 BBBEE rating from level 5 in the
previous year, with 66.58 points on the Agri sector BBBEE
scorecard. Notable progress has been made in ownership, skills
development and socio-economic development. Following the
listing on the JSE our shareholder base is more diverse and
we are currently assessing the level of black ownership in the
group. Our board too is diverse and transformed, with black
directors comprising 50% of the non-executives.

Management is targeting to maintain a level 4 rating under the
existing codes ahead of April 2016 when the revised BBBEE
codes come into effect.
In closing, I thank Bruce Henderson and his executive team for
their inspiring leadership and compliment them for adapting
so seamlessly to operating in a listed environment. They have
truly gone the extra mile in integrating the new acquisitions,
extracting synergies and improving cost efficiencies, as well as
turning around new and existing operations.
I also appreciate my board colleagues who provided me with
valuable insight and guidance, as well as governance oversight
and support throughout the year.
Thank you to our shareholders for supporting us in the listing
and welcome to those who have invested during the year.
Our group has a sound investment case and a proven track
record which should ensure sustained returns to shareholders.
Sincerely

Dr Yvonne Muthien
Independent non-executive chairperson

RHODES FOOD GROUP Integrated Annual Report 2015
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BOARD OF DIRECTORS
Dr Yvonne Muthien

Bruce Henderson

Andrew Makenete

Tiaan Schoombie

Independent non-executive chairperson
BA (Hons), MA (Northwestern), DPhil (Oxon)

Chief executive officer
BA, LLB, MBA

Chief financial officer
BCompt (Hons), CA(SA)

Appointed August 2014

Appointed as a director in October 2012

Yvonne currently serves on several boards, including being
chairperson of the Sasol Inzalo Foundation and chairperson of
the Thebe Resource Incubator. She is also a director of Thebe
Investment Corporation and Bankserv. Yvonne was previously
chief executive of group services and an executive director
of Sanlam Limited, vice-president
of public affairs for Coca-Cola Africa
and group executive responsible
for corporate affairs at MTN Group.

Bruce has been with the group for over 16 years. He began
his career with the group as general manager of the Swaziland
operations. Bruce led the acquisition of Rhodes Fruit Farms
and the resultant establishment of Rhodes Food Group in
1999 and has headed the business since then.

Independent non-executive director
BSc, MSc (Agricultural Management)
Chairman of the remuneration committee
Member of the audit and risk committee

Mark Bower

Thabo Leeuw

Chad Smart

Garth Willis

Independent non-executive director
BCom, BCompt (Hons), CA(SA)
Chairman of the audit and risk committee
Member of the remuneration committee

Independent non-executive director
BCom, BCompt (Hons), MAP
Chairman of the social and ethics committee
Member of the audit and risk committee

Non-executive director
BCom (Hons), CA(SA), CFA

Non-executive director
BCom (Hons), CA(SA)
Member of the remuneration and social and ethics committees

Appointed August 2014

Appointed August 2014

Mark is a highly experienced retail and financial executive
who spent 24 years with Edcon Limited. During this time
he served as deputy chief executive,
chief financial officer and chief
executive of group services.

Thabo is the chief executive officer of the Thesele Group.
He is also a director of Hulamin, where he is chairman of
the audit committee, Prudential Portfolio Managers South
Africa, Vodacom Insurance and Vodacom Assurance.
Thabo was previously chief financial
officer of Afric Oil and a director in
the corporate finance division
at Cazenove.
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Appointed as a director in October 2012

Appointed December 2012

Andrew is economic advisor to the African Farmers
Association of South Africa and an adviser to the Old
Mutual Masisizane Fund. He has served on the boards of
the Landbank, New Farmers Development Company and
Motorsport South Africa. Andrew was
previously a general manager of
Agribusiness at Absa Bank
Limited and chief strategist
at the Landbank.

Appointed October 2012

Chad is chairman of the Capitalworks group which he
co-founded in 2006. He has over 17 years’ experience in
private equity investing. He serves on the board of a number
of portfolio companies of the Capitalworks group.

Tiaan has been the group’s chief financial officer for the last
15 years. Prior to joining the group, Tiaan spent nine years
at Deemster Foods in various financial management and
operational management positions.

Appointed May 2012

Garth is a principal of Capitalworks’ private equity funds.
He joined Capitalworks in 2007 and has over 17 years’
experience in private equity investing and corporate finance.
He serves on the board of a number of
portfolio companies of Capitalworks’
private equity funds.
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EXECUTIVE MANAGEMENT
Bruce Henderson

Tiaan Schoombie

Job Mpele

Richard Phillips

Chief executive officer
BA, LLB, MBA

Chief financial officer
BCompt (Hons), CA(SA)

Commercial director
MSc, MBA

Bruce has been with the group for over 16 years. He began
his career with the group as general manager at the Swaziland
operations. Bruce led the acquisition of Rhodes Fruit Farms
and the resultant establishment of Rhodes Food Group in
1999, and has headed the business since then.

Tiaan has been chief financial officer of the group for the last
15 years. Prior to joining the group, Tiaan spent nine years
at Deemster Foods in various financial management and
operational management positions.

Human resources director
BA (Law), MBL
Member of social and ethics committee

Con Costaras

Gerhard Kotzé

Pieter Hanekom

Managing director: Fresh Foods
BSoc Sc (Hons – Bus Econ), BCom (Hons)

Managing director: Long Life Foods
BEng (Mech), MEng (Ind), MBA

Managing director: Long Life Beverages
BAcc, BCompt (Hons), CA(SA)

Con joined the group in 2001 as the general manager of the
Fresh Foods division. Prior to joining the group, Con was a
senior manager at Halls and First Lifestyle, and commercial
head for prepared foods at Woolworths.

Gerhard has extensive engineering and production experience
in the food industry. Prior to joining the group in 2002,
Gerhard was manufacturing executive with Tiger Brands,
and project manager at Denel and Sasol.

Pieter spent several years at Pioneer Foods where he held
various senior management positions. He was the managing
director of Ceres Fruit Juices and later the executive
responsible for the Ceres Beverage Company. He joined the
group in 2015.
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Job has considerable human resources experience, having
started his career in the legal profession and later moving
into human resources and industrial relations. He worked
in the mining and beverage industries and was the human
resources manager at Swazican before moving to the group’s
head office in 2005.

Richard joined the group in 2003 to head up the Rhodes
Foods International sales office. He was general manager of
this division for six years, before taking up a secondment to
head the group’s canning operations in Swaziland. He moved
back to head office in 2010 to take up his current position.
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CHIEF EXECUTIVE OFFICER’S REPORT
GROUP TURNOVER
(R’million)

Our strategy is to
complement organic
growth by acquiring
food producers which
will enable the business
to expand into new,
complementary
product categories.

3 023
2 444

1859
1 386

2011

Introduction
2015 marked our first year as a listed company following the
group’s debut on the JSE Limited in October 2014.
The listing has accelerated the group’s growth strategy.
During the year we concluded and integrated three strategic
acquisitions totaling R365 million, concluded a fourth
acquisition for R25 million which became effective on 1 October
(post year-end), significantly increased capital expenditure to
expand production capacity and settled long-term debt.
Operationally the group delivered another good performance
and benefited from ongoing product innovation, long-term
customer relationships and the strength of its market leading
brands such as Rhodes, Bull Brand and Magpie.
The performance for 2015 was most pleasing against what was
at times a difficult backdrop.

Acquisitions
One of the objectives of the listing was to create financial capacity
to pursue acquisitions. Our strategy is to complement organic
growth by acquiring food producers which will enable the
business to expand into new, complementary product categories.
This strategy was evident in the acquisitions over the past year
of fruit juice manufacturer Pacmar for R165 million, Boland
Pulp, which produces fruit concentrates and purees, for
R174 million and Saint Pie, a regional pie manufacturer,
for R26 million. Deemster, a vegetable canning and salad
bottling business, was purchased for R25 million.

These acquisitions have been successfully integrated into the
group’s operations. The Pacmar acquisition has been the catalyst
for the entry into the fruit juice market. In September 2015 we
launched a Rhodes branded range of fruit juices to a highly positive
response from major retail and wholesale chains. Boland Pulp has
facilitated our entry into the baby food market through its Squish
brand, packed in innovative pouches.
After our year end we announced the proposed acquisition
of the food service business of General Mills South Africa,
which produces dry and frozen bakery products, and Alibaba
Foods, which manufactures halaal Eastern foods. These two
acquisitions will strengthen our position in the bakery and
snacking categories, and provide increased exposure to the
country’s fast-growing convenience food channel.

Capital investment programme
The group has a well invested production base comprising
11 world class facilities, with the Pacmar, Boland Pulp and
Deemster manufacturing plants now fully integrated into the
business.
Capital expenditure of R176 million (2014: R88 million) was
invested mainly in upgrading warehouse and dispatch capacity
at the fruit production facilities in Tulbagh and Swaziland,
upgrading the meat production plant and expanding the pie
production capacity. Generators were upgraded and installed at
several production facilities to minimise the impact of electricity
load shedding.
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1 558

2012

2013

2014

2015

Trading performance

Outlook

The group has continued to deliver on its strategy of being
first choice in fresh, frozen and long life convenience meal
solutions. Turnover increased by 23.7% to R3 billion and was
driven by strong organic growth in the regional business which
grew by 32.5%, accounting for 70% of total turnover. The
acquisitions made during the year contributed turnover
of R230 million.

The group will continue to drive organic growth through gaining
market share and entering new product categories, realising the
benefits of the ongoing turnaround in Bull Brand and expanding
its presence in sub-Saharan Africa. The international business is
also well positioned for growth.

Rhodes operates in 14 other sub-Saharan African countries
where sales collectively increased by 55.2%, off a low base.
Sales into these markets have benefited from the addition of
canned meat and fruit juice to the product range.
International turnover recovered in the second half and increased
by 7.1% for the year, also benefiting from the 7.3% depreciation
in the Rand against the group’s basket of trading currencies.
Group turnover has grown at an annual compound rate of 21.5%
since 2011.
Operating profit on a normalised basis increased by 32.2% to
R311 million, having grown more than four-fold over the past
five years.
The robust sales growth contributed to the group continuing
to gain share across all core product categories. The Rhodes
brand is the country’s market leader in canned pineapple,
tomato paste and jam in glass jars, with the number two brand
share position in canned fruit, jams, vegetables and tomatoes.
Bull Brand is the iconic leader in corned meat and increased
market share to 44.1%
Refer to the operations report on pages 20 to 23 for further
detail on the group’s trading performance.
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The four acquisitions concluded in 2015 will all be earnings
accretive in 2016. The two largest acquisitions, Pacmar and
Boland Pulp, are expected to perform strongly in the 2016
financial year. The General Mills and Alibaba Foods acquisitions
will be finalised and integrated.
Capital expenditure of R252 million is planned for 2016 for the
ongoing investment in capacity expansion and the upgrading of
production facilities.

Appreciation
Thank you to our chairperson, Dr Yvonne Muthien, for her
leadership of the board and to my fellow directors for their
support and guidance in our first year as a listed company.
The group produced a stellar performance and I thank my
colleagues on the executive team and our staff across the
country for ensuring that Rhodes Food Group remains a
market leader.

Bruce Henderson
Chief executive officer
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CHIEF FINANCIAL OFFICER’S REPORT
OPERATING PROFIT
(R’million)

The four acquisitions
completed in 2015,
as well as the two
acquisitions announced
post year end, offer
exciting growth prospects
and will all be earnings
accretive in the new
financial year.

311
GR

CA

.3%

47

236

160
126
66

7.6%

8.6%

9.7%

2013*

2014

10.3%

4.4%
2011

2012

2015*

Operating profit
Operating profit margin
* Normalised operating profit and margin

Introduction
The group continued its strong growth trend of recent years and
more than doubled profit after tax to R169.8 million in the year
to September 2015.
Diluted headline earnings per share on a normalised basis
increased by 136.3% to 83.9 cents. This excludes listing costs
of R21.8 million in the current year and assumes the number
of shares in issue post listing applied in both 2014 and 2015.
Shareholders will receive a maiden dividend of 24.8 cents per
share, based on a dividend cover ratio of three times diluted
headline earnings per share.
The listing on the JSE Limited on 2 October 2015 raised net
proceeds of R575.6 million and these funds were used to settle
long-term debt and partially fund acquisitions.

Financial performance

The businesses acquired during the year increased the cost
base by approximately R56 million or 12.9%. Operating costs,
excluding listing expenses and acquisitions, increased by 16.2%
as the group significantly increased its investment in marketing
and advertising to support its brands and commercial operations.
The operating margin was consistent with the prior year at 9.6%
and operating profit increased by 22.6% to R289.4 million.
On a normalised basis, excluding listing expenses, the operating
margin was 10.3% and the operating profit R311.2 million.
Profit after tax increased by R87.3 million to R169.8 million.
Net interest paid reduced by R55.6 million to R47.3 million
owing to the settlement of long-term debt from the proceeds
of the listing. The effective tax rate at 29.9% (2014: 38.2%) is
higher than the corporate tax rate due to the non-deductibility of
certain listing costs and transaction costs associated with
recent acquisitions.

Turnover for the year increased by 23.7% to R3 023 million
(2014: R2 444 million), with strong organic growth in the regional
segment. The acquisitions of Pacmar (included for six months),
Saint Pie (four months) and Boland Pulp (two months) contributed
9.4% of the revenue increase. Volume growth accounted for a
further 4.8% of the increase, price inflation and product mix
changes 7.0% and foreign exchange gains a further 2.5%.

Headline earnings for the period increased by 109.6% to
R170.4 million.

The performance of the regional and international segments is
covered in the operations report on pages 20 to 23.

The group applied R431.0 million of the listing proceeds to
settle long-term debt and the related preference share interest
accrual. New loans of R450.0 million were raised to partially
fund acquisitions and capital expenditure.

The gross profit margin improved by 110 basis points to 27.9%
through enhanced efficiencies in the long life segment. The gross
profit increased by 28.9% to R842.9 million.
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Cash and capital management
The group generated strong cash flows of R220.3 million, an
increase of R43.9 million over the prior year. The cash was used
to partially fund acquisitions and capital expenditure.
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Net working capital increased by R261.0 million, including
working capital of R120.9 million from the three businesses
acquired during the period. Trade receivables were
R154.0 million higher than the prior year owing to stronger
sales growth in the fourth quarter. Net working capital,
normalised for the effect of acquisitions, improved from
124 days in 2014 to 121 days in 2015.

Financial guidance 2016

Capital expenditure was increased by R88.1 million to
R175.9 million, with maintenance capital expenditure
accounting for 33% of the expenditure. Capital expenditure
of R252 million is planned for 2016.

The business generates strong operating cash flows and has
capacity to raise debt to fund capital expenditure and the
acquisitions announced to date. The board may consider
additional sources of funding for future investments.

Foreign currency hedging policy

The group’s effective tax rate is expected to reduce and align
with the corporate tax rate of 28% in 2016.

The group manages the impact of currency fluctuations on
earnings by hedging approximately 60% of projected foreign
sales on a rolling 12 month basis through the combination of a
natural internal hedge and forward exchange contracts.
The internal hedge arises mainly from the direct import of
packaging and raw materials, and linking pricing of fruit
contracts with farmers to export prices realised in Rands.
This hedging policy means that the foreign exchange movement
is not fully reflected in earnings for the period.
The Rand depreciated by 7.3% against the group’s trading
basket of currencies in 2015. While the effect of the decline in
the Rand was to some extent neutralised by the group’s hedging
strategy, the business is well positioned to benefit from the
weaker currency in the 2016 financial year.

The four acquisitions completed in the 2015 financial year,
as well as the two acquisitions announced post year end,
will all be earnings accretive in the new financial year.
As these acquisitions have all been partially funded by debt,
the group’s interest cost will increase in 2016.

Management remains committed to achieving a gross profit
margin of over 30% and an operating profit margin above 10%
in the medium term.

Appreciation
Thank you to our shareholders and the broader investment
community for your interest in Rhodes Food Group in our first
year as a listed company. My colleagues in the finance team
have responded admirably to operating in a listed company
environment and I thank them for their dedication and support.

Tiaan Schoombie
Chief Financial Officer
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OPERATIONS REPORT

The performance over the
past year translated into
market share growth in all
key product categories,
with the group occupying
the number 1 or number 2
positions.

REGIONAL SEGMENT
The regional segment includes business generated in South
Africa, which accounts for the majority of the revenue in the
segment, and 14 other countries in sub-Saharan Africa.
The segment comprises Long Life foods (canned fruits,
vegetables and jams, canned meat, fruit purees, fruit juices and
juice products) and Fresh foods (fresh and frozen ready meals,
pastry-based products and dairy products).

Performance
R’m

2015

2014 % change

Revenue

2 114

1 596

32.5

Long Life
Fresh

1 185
929

819
777

44.8
19.5

212
10.0

139
8.7

52.2

Operating profit
Operating profit margin (%)

Regional turnover increased by 32.5% to R2.1 billion and
accounted for 70% of group turnover. Long Life foods grew
turnover by 44.8% and Fresh foods sales increased by 19.5%.
The segment experienced volume growth of 9.9% while price
inflation and product mix changes averaged 9.1% for the year.
The acquisitions of Pacmar, Boland Pulp and Saint Pie, which
were included for part of the year, boosted turnover by 13.5%.
Growth was driven by increased demand for Bull Brand products,
canned fruit, jams and vegetables, and strong organic growth in
the pie category.
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Sales in sub-Saharan Africa, excluding South Africa, increased
by 55.2% with robust growth in canned meat and the addition
of fruit juice to the product range.
Operating profit for the segment increased by 52.2% to R212.0
million. The ongoing turnaround at Bull Brand, together with
enhanced production efficiencies across all production plants,
contributed to the operating margin improving from 8.7% in
2014 to 10.0% in 2015.
The three-year turnaround programme at the Bull Brand
operation is on track and into its final phase. Bull Brand showed
good volume growth and improved its market leading brand
share from 39.0% in 2014 to 44.1% in 2015.
A beverage division was created within Long Life and both
Pacmar and Boland Pulp were successfully integrated. A range
of Rhodes branded 100% fruit juices were launched shortly
before year end.
The performance over the past year translated into market share
growth in all key product categories, with the group occupying
the number 1 or number 2 positions. This includes the new
categories of long life fruit juice and infant food meals following
the acquisitions of Pacmar and Boland Pulp respectively.
Boland Pulp produces baby food in innovative pouches under
the Squish brand.
After year end the group announced the acquisitions of the
food service business of General Mills South Africa and Alibaba
Foods. General Mills produces dry and frozen bakery products,
and Alibaba manufactures halaal Eastern foods. Both these
businesses complement the group’s pies and pastries offering
and will provide an opportunity for further growth in the bakery
and snacking category, specifically to the convenience channel.
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INNOVATION
The group strives for continuous innovation in products,
processes and packaging. New Rhodes brand packaging was
introduced during the year to ensure the brand remains modern
and appealing to customers.
New product development in Long Life included the launch of
the Rhodes brand fruit juice range, with 13 flavours across three
pack sizes. The Rhodes canned tomato range was relaunched
while the Chakalaka range was upgraded and extended. Corned
meat with chicken was introduced in the Bull Brand range.
Ongoing newness is a key driver in ready meals. The Magpie
range was extended with the introduction of a burger pie range
and the Saint Pie range was rationalised and upgraded. Pastry
based snacking ranges were introduced across all channels.

Market share* (%)

Jams
Canned fruit
Canned vegetables
Canned meat
Long life fruit juice
Infant food meals

LESOTHO

Brand share* (%)

Sept
2010

Sept
2013

Sept
2014

Sept
2015 Position

29.9
31.4
7.7
–
–
–

35.8
40.7
12.6
66.2
–
–

38.4
40.5
14.4
66.3
–
–

40.5
45.5
15.2
66.5
9.2
4.3

2
1
2
1
2
2

Jams
Jam in glass
Canned fruit
Canned pineapple
Canned vegetables
Canned tomato
Tomato paste
Corned meat

Sept
2010

Sept
2013

Sept
2014

Sept
2015 Position

12.0
5.7
12.9
39.5
5.5
8.3
5.9
–

15.7
12.5
22.3
49.5
10.7
20.3
28.7
37.5

18.2
17.4
23.3
52.5
12.5
20.8
31.3
39.0

21.6
18.6
26.4
58.0
13.3
24.7
31.2
44.1

* Moving annual total. Retailer scanning data processed by Iri Aztec (market shares in the defined retail channel, in retail prices)
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2
1
2
1
2
2
1
1

OPERATIONS REPORT CONTINUED

Over the past five years
R482 million has been
invested in upgrading
facilities and expanding
production and
warehouse capacity.

INTERNATIONAL SEGMENT
The international segment exports canned fruit, fruit cups, fruit
purees and concentrates. The group is a long-term supplier to
global retailers and premium branded customers. The main
export markets are Europe (36% of sales), the Far East (29%),
USA and Canada (15%), Australasia (10%), Russia and
the Middle East (10%).

Performance
R’m
Revenue
Operating profit
Operating profit margin (%)

2015

2014 % change

909
105
11.6

849
96
11.3

7.1
9.8

International turnover increased by 7.1%. After the first six months
were impacted by a shift in the timing of export orders and
shipments, the segment posted a stronger second half as exports
normalised over the year. International is managed on a 12 month
cycle owing to the seasonality of raw materials, orders and shipping.
Turnover was also impacted by a shift in canned fruit volumes
into the regional segment which saw good volume growth.
The group’s strategy is to prioritise its branded business in the
regional segment.
The international turnover benefited from the 7.3% depreciation
in the value of the Rand against the group’s trading basket
of currencies. The effect of the depreciation in the Rand was
partially neutralised by the group’s hedging policy but the
business is well positioned to benefit from the weaker currency
in the 2016 financial year (refer to the chief financial officer’s
report for detail on the group’s hedging policy).
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International operating profit increased by 9.8% to R105.4 million
with the operating margin increasing by 30 basis points to 11.6%.
A once-off customer claim from the USA due to packaging failure
had a net effect of R8.5 million on the segment during the year.

• upgrading production capacity at the newly acquired Pacmar
facility (R26 million)

The group is well positioned for growth in the international
segment and will continue to optimise the core offer of canned
fruit. Growth will be driven by the industrial channel which will
be enhanced by the integration of Boland Pulp, and value added
fruit products such as the fruit snacks in plastic cups produced at
the Swaziland fruit operation.

Over the past five years R482 million has been invested
in upgrading facilities and expanding production and
warehouse capacity.

• installation and upgrading of generators to minimise the
impact of electricity load shedding (R22 million).

READY MEALS GAUTENG
MEAT PRODUCTS

Krugersdorp
Johannesburg

PIES AND PASTRIES

PRODUCTION FACILITIES

SALADS AND PICKLES
Bethlehem

The group also owns an Ayrshire dairy stud farm at Groot
Drakenstein and pineapple plantations in Swaziland.

LESOTHO
LESOTHO

All facilities are well located close to end markets or sources of
raw materials.
Capital expenditure of R176 million was invested over the
past year mainly in expanding capacity and enhancing
production efficiency.
Major projects over the past two years included:
• increasing storage and dispatch capacity at the fruit
production facilities in Tulbagh and Swaziland (R52 million)
• increasing efficiency at the Limpopo vegetable plant
(R20 million)
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Malkerns
Valley

SWAZILAND

The group has a well invested production base comprising
10 facilities across South Africa and a fruit canning plant in
Swaziland. Three new production facilities were added during
the year through the acquisitions of Pacmar, Boland Pulp
and Deemster.

• upgrading the meat production facility (R50 million)

Louis Trichardt

VEGETABLE PRODUCTS

HEAD OFFICE
READY MEALS WESTERN CAPE
DAIRY

FRUIT PRODUCTS WESTERN CAPE
Tulbagh
Wellington
Groot Drakenstein

JUICE PRODUCTS
PULPS AND PUREES
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FRUIT PRODUCTS
SWAZILAND

CORPORATE GOVERNANCE REPORT
Introduction
Rhodes Food Group Holdings is committed to adopting high
standards of corporate governance by entrenching the values of
responsibility, accountability, fairness and transparency in all its
business activities.
The board is accountable to shareholders and is ultimately
responsible for ensuring the group complies with legislation,
regulation and corporate governance codes and policies.
Management aims to create and maintain a culture of good
governance across the business.

Application of King lll principles
The group subscribes to the spirit of good corporate governance
contained in the King Report on Corporate Governance (King lll).
The directors confirm that the group has in all material respects
applied the principles of King lll during the reporting period.
A schedule detailing the group’s application of each King lll
principle, as required in terms of the JSE Listings Requirements,
is available on the website at www.rhodesfoodgroup.com.

Enhancing governance processes
Governance processes were enhanced through the following:
• Establishment of an internal audit function and adopted an
internal audit charter.
• Creation of a group compliance function.
• Implementation of seven new governance-related policies
• Development of a risk monitor.
• Competition law training for executive directors and senior
managers.
• Introduction of a fraud and ethics hotline.

Board of directors
Board charter
The board has a formal charter which details the scope of
authority, responsibility and functioning of the board. In terms
of the charter the directors retain overall responsibility and
accountability for the following:
• Managing the group’s strategy, performance and
sustainability.
• Promoting the interests of stakeholders through ethical
leadership.
• Ensuring effective risk management and internal controls.
• Complying with legislation, regulation and governance codes.
• Appointing and evaluating directors.
• Evaluating the performance of senior management and
considering succession plans.
• Ensuring appropriate remuneration policies and practices.
• Shareholder communications and stakeholder engagement.

Four of the non-executive directors, including the chairperson,
are classified as independent in terms of King lll and the JSE
Listings Requirements. Garth Willis and Chad Smart are not
considered to be independent owing to their shareholding in
Capitalworks, a significant investor in the group. However, these
directors continue to exercise independent judgement at board
level. The independence of non-executive directors is reviewed
annually.
Directors are appointed by the board in a formal and transparent
manner.
The executive directors are subject to a notice period of three
months.

Functioning of the board

Specialised governance functions are delegated to three
committees to assist the board in meeting its oversight
responsibilities. The directors confirm that the committees
have functioned in accordance with their terms of reference
during the financial year. These terms of reference are reviewed
annually.

The group has a formal induction programme for new directors.
The chairperson of the board will meet with new directors and
together with the company secretary identify assistance that
may be required.
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• Determine remuneration of
executive directors
• Propose fees for non-executive
directors for shareholder approval

The committee
comprises two
independent nonexecutive directors
and a non-executive
director.

COMPOSITION

ROLE AND RESPONSIBILITIES

COMPOSITION

• Ensure the group has adequate
and appropriate financial and
operating controls

Chairperson:
Mark Bower

• Monitor the group’s activities
relating to social and economic
development, stakeholder and
consumer relationships, and
labour issues

Chairperson:
Thabo Leeuw

The committee
comprises three
independent nonexecutive directors.

• Maintain oversight for financial
results and integrated reporting

• Monitor adherence to corporate
citizenship principles and ethical
behaviour

• Ensure satisfactory standards
of governance, reporting and
compliance

• Ensure the group’s interactions
with stakeholders are guided by
legislation and regulation.

The committee
comprises an
independent nonexecutive director, a
non-executive director
and the head of human
resources.

Refer to the social and ethics committee report on page 32.

Refer to the audit and risk committee report in the annual
financial statements.

BOARD AND COMMITTEE MEETING ATTENDANCE
DIRECTOR

STATUS

Number of meetings

Company secretary

Based on the annual evaluation of the company secretary, the
board has determined that it is satisfied with Statucor’s current
competence, qualifications and experience.

Chairperson:
Andrew Makenete

ROLE AND RESPONSIBILITIES

• Ensure the group has an
effective policy and plan for risk
management

The board has delegated authority to the CEO and the executive
committee for the implementation of the strategy and the
ongoing management of the business. The executive committee
comprises the CEO, chief financial officer (CFO) and heads
of the business units. Biographical details on the executive
committee appear on pages 14 and 15.

Rhodes Food Group Holdings has a unitary board structure with
six non-executive directors and two salaried executive directors.
Biographical details on the directors appear on pages 12 and 13.

COMPOSITION

• Ensure the group has a
remuneration policy which
is aligned with the strategic
objectives and goals

SOCIAL AND ETHICS COMMITTEE

AUDIT AND RISK COMMITTEE

Executive committee

Board composition

ROLE AND RESPONSIBILITIES

Refer to the remuneration report on page 27.

The audit and risk committee is appointed by the board and
approved by shareholders at the annual general meeting.

The roles of the board chairperson, Dr Yvonne Muthien, and the
chief executive officer (CEO), Bruce Henderson, are separate
and clearly defined. This division of responsibilities ensures
a balance of authority and power, with no individual having
unrestricted decision-making powers.
A self-assessment board evaluation was conducted in 2015.
The evaluation concluded that the board is a well-functioning
professional unit with high ethical standards and a commitment
to good governance within the company. The collective skills
and wisdom of the non-executive directors ensures that
they add value to support the executive directors. No areas
of concern requiring urgent attention were identified by the
directors.

REMUNERATION COMMITTEE

Board committees

The board meets six times a year, while additional meetings
may be convened to consider specific business issues arising
between scheduled meetings.

The company secretarial function is outsourced to Statucor
Proprietary Limited represented by Alun Rich. The board is
satisfied that Statucor is suitably qualified, competent and
experienced to perform the role. The board has considered the
individuals at Statucor who perform the company secretarial
functions, as well as the directors and shareholders of Statucor,
and is satisfied that there is an arms-length relationship between
the company secretary and the board.
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The company secretary provides guidance to directors on
governance, compliance and their fiduciary duties. Directors
have unrestricted access to the advice and services of the
company secretary.

+

BOARD

AUDIT
AND RISK
COMMITTEE

REMUNERATION
COMMITTEE

SOCIAL
AND ETHICS
COMMITTEE

6

4

3

3

4+

3

Dr Yvonne Muthien

Independent

6

Mark Bower

Independent

6

Bruce Henderson

Executive

6

Thabo Leeuw

Independent

6

4

Andrew Makenete

Independent

5

3

Tiaan Schoombie

Executive

6

+

Chad Smart

Non-executive

6

Garth Willis

Non-executive

6

Attendance

(%)

98

3+
3+

92

Chairperson
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3

100
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CORPORATE GOVERNANCE REPORT CONTINUED

REMUNERATION REPORT

Compliance

Remuneration policy

Details on the internal audit function, systems of internal control,
the external audit function and risk management are outlined
in the audit and risk committee report in the annual financial
statements.

Legislative and regulatory compliance
Legislative and regulatory compliance is monitored by the
company secretary working together with the head of human
resources. An analysis of current and pending legislation and
regulation relevant to the group is presented at board meetings.
New and amended legislation and regulations which could
impact on the group’s business were reviewed and analysed
during the year. External consultants have been engaged to
assist in developing a revised employment equity structure, in
line with the legislative requirements, and to review the current
employment practices and policies.

Investor relations
An investor relations policy aims to ensure compliance with
all legislation, regulation and voluntary codes in relation to
disclosure, communication and dissemination of information,
while also protecting management and limiting reputational risk
for the group.

Management is committed to engaging with local and
international analysts and fund managers to enable informed
decisions to be made about investing in the group. The CEO
and CFO are the only designated investor spokesmen and
all investor meetings are attended by at least two people. An
investor relations consultancy is contracted to advise the group
on its investor relations strategy and activities.
The group aims to ensure pro-active and timely communication
with the investment community, while protecting the rights of
all shareholders by providing equal access to information, with
simultaneous release of information and no selective disclosure
of information.

Ethics
The group subscribes to the highest standards of business
practice. The group has implemented documented policies
which set stringent standards relating to the acceptance of
gifts from suppliers and other third parties, confidentiality
of information, protection of information, trademarks and
intellectual property, declarations of potential conflicts
of interest, as well as policies relating to discrimination
and sexual harassment.

Rhodes Food Group is committed to creating a performancebased culture by adopting remuneration policies and practices
which reward executives and employees for generating
sustainable returns to shareholders.
The group aims to reward employees based on internal
equity, external equity in relation to the job market, levels of
responsibility, scarcity of skills, work performance as well as the
experience of the employee.
The remuneration policy is based on the following principles:
• attract and retain employees with skills to effectively manage
the operations and growth of the business;
• motivate employees to perform in the best interests of the
business;
• ensure fairness, equity and consistency of reward across the
group;
• recognise superior performance;
• align remuneration strategies with best market practice; and
• comply with all relevant labour legislation.
Remuneration practices are free of unfair distinction. However,
fair distinction, based on performance, experience and skills,
is applied.
Remuneration is determined and adjusted based on factors
including job level, job function, individual and business
performance, skills and experience, internal parity and external
market practices; and affordability.
As a guideline, the group aims to pay employees who perform
effectively at the 50th percentile of the market. Premiums are
paid for scarce skills and employee retention.

Remuneration structure
Remuneration consists of a mix of guaranteed remuneration
and performance variable pay which is at risk. Guaranteed
remuneration constitutes the employee’s total cost to company
package, including a cash salary, travel allowance, and
employer and employee contributions to benefit schemes such
as medical aid and retirement funds.
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The remuneration of executive directors consists of a
component of guaranteed remuneration and a significant portion
of performance-related remuneration. This ensures executive
reward is linked to the group’s performance and is aligned with
the interests of shareholders.
The group’s remuneration structure, including incentive
schemes and talent retention mechanisms, has been
evaluated to ensure that it is appropriate for a listed company
environment. The intention is to establish an integrated
approach to reward strategy, encompassing a balanced design
in which all components are aligned to the strategic direction
and business-specific value drivers of the group, and fully
integrated into other management processes.
In this context, the group is committed to maintaining pay levels
on a total cost to employer basis that reflect an individual’s worth
to the group, a performance management system that serves
both to differentiate individual and/or team performance and
incentives that recognise and reward, where appropriate, both
operational performance and strategic performance in a volatile
business environment.
Short-term incentives are designed to motivate and reward
the attainment of short-term objectives for executive directors,
senior executives and senior managers, while long-term
incentives are designed to incentivise the generation of longterm shareholder value.
The group’s cash based long-term incentive plan was
reviewed in 2015 and a revised share based incentive plan
will be implemented in two phases. The plan will be put to
shareholders for approval at the annual general meeting to be
held in February 2016 (refer to Long-term incentives below).

Reward strategy – pay mix
The group has adopted a pay mix policy that supports
the philosophy that the performance-based pay of senior
executives should form a greater portion of their expected
total compensation than guaranteed pay. In addition, within
the performance-based pay of the most senior executives, the
orientation should be towards rewarding long-term sustainable
performance (through long-term and or share-based incentives),
more so than operational performance (through annual cash
incentives).
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REMUNERATION REPORT CONTINUED
The mix of fixed and variable pay is therefore designed to meet
the group’s operational needs and strategic objectives, based on
targets that are stretching, verifiable and relevant. The pay mix
proportionality, defined as the balance between guaranteed pay
(GP), annual cash incentives (ACI) and the long-term incentive
elements of share appreciation rights (SARs) and performance
shares (PS), of executive directors (Bruce Henderson and
Tiaan Schoombie) and of the other members of the executive
committee is as follows:

It should be borne in mind, however, that both on-target
reward from annual cash incentives and the target reward
from long-term (share-based) incentives will vary in practice
from the norms depicted, as the result of individual and group
performance and the impact of external factors.

Incentive schemes

The maximum pay mix proportionality of the executive directors
and of the other executives is as follows:

Short-term incentive scheme

EXECUTIVE DIRECTORS

EXECUTIVE DIRECTORS

Short-term and long-term incentives are an integral part of the
group’s remuneration structure. The incentive schemes are selffunding and payouts are based on the attainment of
agreed targets.
Executive directors and senior managers participate in an
annual cash-based short-term incentive scheme. The scheme
rewards the achievement of targets which are aligned to the
group’s financial goals, including profitability, return on net
assets (RONA) as well as non-financial targets.
A bonus of 30% of the cost-to-company package is paid on
the achievement of an on-target performance for executive
directors.

21.1%
31.2%
37.5%

10.5%
52.6%
15.8%

12.5%

18.8%

Incentives are only paid when the threshold of 90% of targeted
performance is achieved. This increases on a straight-line basis
as the performance level increases, with 100% of the incentive
paid if 100% of the targets are met. Performance exceeding
the targeted performance results in the payment of a higher
incentive amount. The incentive is doubled on achieving
125% of target or when RONA of 25% is achieved, whichever
is the higher.
All targets and incentive payments to executives are approved
by the remuneration committee.
Long-term incentives
Long-term incentive plan

GP

ACI

SARs

PS

SENIOR EXECUTIVES

GP

ACI

SARs

PS

SENIOR EXECUTIVES

The group is currently phasing out its cash settled long-term
incentive plan (LTIP) and no further awards will be made under
this LTIP.
2015 Share Plan
The group has developed a new share based long-term
incentive plan (the plan) and the plan rules have been approved
by the JSE. The plan will be implemented in two phases:

16.3%

Phase 1

30.9%

8.1%

36.7%
58.2%

17.4%

Phase 2

10.3%

The second phase of the implementation of the plan requires
shareholder approval, in order that share obligations may
be settled by the issue of shares by the company, as an
alternative to the purchase of shares in the market on behalf of
participants, or settlement by way of cash.

22.1%

GP

ACI

SARs

PS

GP

Guaranteed pay

Offers will be made to participants in the plan in accordance
with its terms with share obligations being settled by the
purchase of shares in the market on behalf of participants,
or by way of cash.

ACI

SARs

PS

Documentation relating to the plan is contained in the annexure
to the notice of annual general meeting on pages 59 to 64.

The plan aligns with global best remuneration practice, and
emerging South African practice, and is based on achieving
shareholder alignment, retention of key talent and incentivising
long-term, sustained performance.
Participants in the plan will be annually offered a weighted
combination from the following elements, according to their role
and status within the group:
• Allocations of equity-settled share appreciation rights
(performance vesting).
• Conditional awards of performance shares (performance
vesting).
• Grants of restricted shares (performance incentive based).
The weighted implementation of these long-term incentive
elements is aimed at ensuring that the company offers
competitive incentives and that executives share a significant
level of personal risk with shareholders.
Stochastic modelling of the implementation of the plan indicates
that for five annual offers, made in accordance with the group’s
implementation policy will incur an annual accounting cost in
steady state of some R6.5 million.
The group is seeking approval from shareholders (inter alia)
that the maximum number of shares that may be issued to
participants in settlement in the plan will be restricted to
2 210 000 shares (currently 1% of the issued share capital).
Shares issued to individual participants will not exceed
552 500 shares (currently 0.25% of the issued share capital).
Share appreciation rights
Annual allocations of share appreciation rights (SAR) are to
be made to participants. The vesting of the SAR is dependent
on the group achieving a compound annual growth in diluted
headline earnings per share equal to or greater than CPI plus
GDP growth plus a premium over the vesting period. Subject
to the performance criteria, SAR vests in equal amounts on the
third, fourth and fifth anniversary of their allocations.
The value accruing to participants on settlement is the
appreciation in the share price above the strike price at which
the SAR were allocated.
Performance shares
Performance shares closely align the interests of shareholders
and plan participants by rewarding superior operational
and strategic performance. Annual conditional awards of
performance shares will be made, predominantly to executives
who can influence and impact long-term strategic performance.
The shares vest on the third anniversary of their award provided
that, and to the extent that, the company has achieved targeted
performance criteria over the period.

Annual cash incentives
Share appreciation rights
Performance shares
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REMUNERATION REPORT CONTINUED
The number of shares that vest will depend on the performance
relative to prescribed targets. Performance is to be measured
in terms of a weighted combination of the target RONA and
comparative total shareholder return.
RONA targets
Performance target
over three-year period

Level of vesting

Minimum threshold RONA or below

Zero
Targeted
number of shares

Targeted RONA
Maximum RONA

Three times targeted
number of shares

RONA performances between these levels will result in pro-rated
vesting. Specific targets are not provided in the above table as
the directors consider the disclosure of such targets to be
price-sensitive information.
Total shareholder return (TSR)
TSR is to be determined relative to a comparator group of
companies which are likely to be impacted by the same
external influences as Rhodes Food Group, and which might
be considered as a portfolio of alternative investments for those
shareholders of the group. The Food Producers’ Index has been
identified as the comparator group.
Performance target relative
to the comparator group
over three-year period
Lower quartile
Median or weighted index
Upper quartile

Level of vesting
All awards will be forfeited
Targeted number of shares
Three times targeted
number of shares

Performances between these points will result in pro-rated
vesting, and performance shares that do not vest are forfeited.
The full value of the share accrues to the participant on vesting
as there is no strike price as in the case of SAR.
Restricted shares
Annual allocations of restricted shares are to be made to senior
managers who by dint of their operational performance warrant
a bonus matching grant of restricted shares. The value of the
restricted shares is to be a matching and deferral of a portion
of the annual cash incentive bonus calculated for the senior
manager. It is not the group’s current policy to grant restricted
shares to members of the executive committee.
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Matching ratios will be based on the on target bonus percentage
for the job grade and achieving the required balance within the
offers of performance shares and restricted shares. However
these ratios will be applied to the actual incentive bonus
calculation, thereby differentiating grants to participants based
on performance.
Restricted shares will vest after three years.
General provisions
Share appreciation rights, performance shares and restricted
shares, notwithstanding the performance criteria that govern
vesting or grant, will in addition be subject to “malus”
and “clawback” provisions that penalise participants for
unacceptable performance in terms issues and conditions
affecting the environment, safety and governance.
Settlement is to be made in the main through the purchase of
shares in the market on behalf of participants, or alternatively by
the payment of a cash bonus of equivalent value. The group is
also seeking approval to allow for settlement in a limited sense
to be via the issue and allotment of shares.

Remuneration governance
The remuneration committee is responsible for overseeing the
establishment and maintenance of the group’s remuneration
policy and pay practices. The committee ensures the
remuneration policy is aligned with the group’s strategic
objectives and goals, determines the remuneration of executive
directors and proposes fees for non-executive directors for
shareholder approval.
An independent remuneration consultant advises on the group’s
remuneration structure and the appropriateness of incentive
schemes.
The group’s remuneration policy is proposed to shareholders
for a non-binding advisory vote at the AGM each year. At the
AGM in February 2015 the policy was approved by 96.7%
of the votes cast.

Non-executive directors’ fees

Directors’ remuneration

Executive directors

Salary
R’000

Short-term
incentive
R’000

2015
Bruce Henderson
Tiaan Schoombie

2 692
1 881

1 360
834

Total

4 573

2014
Bruce Henderson
Tiaan Schoombie
Total

Long-term*
incentive
R’000

Travel
allowance
R’000

Pension
fund
R’000

Other
benefits
R’000

Total
R’000

–
4 620

331
161

412
288

176
90

4 971
7 874

2 194

4 620

492

700

266

12 845

2 372
1 544

1 288
766

3 459
1 969

331
161

363
236

195
57

8 008
4 733

3 916

2 054

5 428

492

599

252

12 741

* 	Bruce Henderson elected to forfeit his 2015 long-term incentive payment owing to a significant customer claim which arose in the first half of the financial year and was
reported in the group’s interim results. The net effect of the claim after all adjustments was an adverse R8.5 million which was expensed in the first half.

Non-executive directors
Dr Yvonne Muthien
Andrew Makenete
Mark Bower
Thabo Leeuw
Total

Directors’
fees
2014
R’000

400
420
420
420

100
237
105
105

1 660

547

A management fee of R600 000 (2014: R488 000) was paid to Capitalworks in lieu of directors’ fees for Chad Smart and Garth Willis.
2015
R’000

2014
R’000

Executive directors
Non-executive directors

12 845
1 660

12 741
547

Total

14 505

13 288

Total directors’ remuneration

Non-executive directors receive fees for board and committee
meeting attendance. None of the non-executive directors have
service contracts with the group and no consultancy fees were
paid to directors during the year. In line with best governance
practice, non-executive directors do not participate in incentive
schemes. The proposed fees for the 2016 financial year,
which are subject to approval by shareholders at the AGM, are
included in the notice of annual general meeting on page 53.

RHODES FOOD GROUP Integrated Annual Report 2015

Directors’
fees
2015
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SOCIAL AND ETHICS COMMITTEE REPORT
The social and ethics committee (the committee) assists the
board in monitoring that the group maintains high levels of good
corporate citizenship with all stakeholders and ensures that the
business considers its social and environmental impact and
performance.
This report is presented to shareholders in accordance with the
requirements of the Companies Act of South Africa.

Role of the committee
The committee acts in terms of the delegated authority
of the board and assists the directors in monitoring the
group’s activities relating to ethics, stakeholder engagement,
including employees, customers, corporate social investment,
environmental issues, and black economic empowerment.
The responsibilities of the committee are as follows:
• Monitor the group’s activities relating to social and economic
development, good corporate citizenship, the environment,
and health and public safety.
• Draw matters relating to these activities to the attention of the
board, as appropriate.
• Monitor functions required in terms of the Companies Act of
South Africa and its regulations.
• Report annually to shareholders on matters within the
committee’s mandate.

Committee composition
The committee comprised the following members for the
reporting period and to the date of this report:
Thabo Leeuw (chairman)

Independent non-executive director

Garth Willis		

Non-executive director

Job Mpele		

Human resources executive

Biographical details of the committee members appear on
pages 12 to 13 and fees paid to the non-executive members
of the committee are disclosed on page 31.

Ownership

Socio-economic development
Active support of social upliftment programmes contributed to
the group achieving the maximum score for socio-economic
development. These include the following projects:

– Engagement of agents and government intermediaries
policy;

The improved score in the ownership element is attributable to
the listing of the group on the JSE Limited which has resulted in
a more diversified shareholder base. The current level of black
ownership is being assessed and will reflect in the scorecard
due for completion in February 2016.

– Anti-bribery and anti-corruption policy; and

Management control

– Whistle-blowing policy.

Following the restructuring of the board ahead of the listing,
black non-executive directors now account for 37.5% of the
board, consisting of three black non-executive directors,
including a black female chairperson.

• Recommended the following policies to be implemented
across the group:
– Code of business principles and ethics policy;
– Facilitation and extortion payments policy;

• Monitored usage of water and electricity, to enable the group
to effect cost savings.

Empowerment and transformation
The group is committed to the spirit and principles of the Broadbased Black Economic Empowerment (BBBEE) Act and the
transformation strategy is aligned to the Department of Trade
and Industry’s codes of good practice.
The transformation strategy is focused on three key stakeholder
groups:

The committee met three times during the year and performed
the following activities:
• Considered human resources within the group, with specific
emphasis on staff statistics, employment equity and industrial
relations.

Skills development

• Donations of tinned food products and milk to several school
feeding schemes, as well as cash donations to the Peninsula
School Feeding Scheme in support of the Blisters for Bread
campaign.

The group invested R6.9 million on skills development for black
employees. Black people on learnerships comprise 6.8% of the
workforce.

• Partnering with the Woolworths Trust to support a range
of socio-development programmes, including Habitat for
Humanity, which provides access to housing for people living
in disadvantaged communities.

• Business partners, by developing sustainable partnerships
that will provide value creating opportunities.

Preferential procurement

• Partnering with Touch Africa to support the building of school
libraries around the country.

The group’s spend under the procurement element with BBBEE
suppliers was 65.03%, with 8.06% spent on qualifying small
enterprises (QSE) and exempted micro-enterprises (EME), and
0.36% with black-owned suppliers.

• Communities, by contributing to upliftment programmes
through socio-economic development, skills development,
enterprise development and preferential procurement
practices.
The group obtained a level 4 BBBEE rating in the 2015 financial
year and achieved 66.58 points under the Agri BBBEE sector
scorecard. The rating was independently verified by Mazars.
Management is targeting to maintain a level 4 rating under the
Agri sector codes ahead of April 2016 before the revised BBBEE
codes become effective. An action plan is being developed to
retain a level 4 status in terms of the new codes.
Maximum
score
2015

2015

Maximum
score
2014

Ownership

20

4.26

20

0

Management control

10

5.64

10

4.04

Employment equity

10

5.43

15

10.12

BBBEE element

Skills development

20

19.47

15

9.63

Preferential procurement

20

12.61

20

16.37

• Monitored compliance with the BBBEE codes.

Enterprise development

10

9.17

15

15.00

10

10.00

5

5.00

100

66.58

100

60.90

Socio-economic
development
Total
BBBEE level
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Enterprise development
The group continued to support the Constitution Road Wine
Growers (CRW), a majority black women-owned farm. CRW
supplies the group with fruit for processing. The ownership of
CRW includes three trusts of 183 female farm workers from the
Robertson area which own 66% of the company.
The group has invested a total of R2.8 million with CRW as an
enterprise development long-term loan for the establishment of
an apricot and peach orchard as well as for the funding of a fruit
depot that has been built on the CRW farm.

Committee functioning
The members of the committee believe the group is
substantively addressing the issues required to be monitored in
terms of the Companies Act of South Africa. Suitable policies
and programmes are in place to maintain high standards of
good citizenship among internal and external stakeholders,
including fair labour practices and sound consumer relations.

Thabo Leeuw
Chairman, Social and Ethics Committee
4 December 2015

2014

• Monitored human resources legal compliance.
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Black employees account for 18.18% of senior management,
60.53% of middle management and 91.27% of junior
management. Disabled employees comprise 1.89% of the
group’s workforce.

• Support for Meals on Wheels through the donation of
significant volumes of pie products which are distributed to
beneficiaries around the country.

• Employees, with a focus on employment equity-based
recruitment and placement practices, skills training and
employee development.

The CEO, CFO and the chairperson of the board are invited to
meetings.

Activities of the committee

Employment equity

• Participation by the CEO in the Partners for Possibility
programme, an educational development programme which
establishes a partnership between a business leader and a
principal of an under-resourced school. Rhodes Food Group
has partnered with the principal from the Groendal High
School in Franschhoek which serves children from the Groot
Drakenstein areas where the group’s head office is based.

5
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SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS
as at 27 September 2015

SUMMARISED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
as at 27 September 2015

The summarised consolidated financial information of Rhodes Food Group Holdings Limited for the year ended 27 September 2015,
and 28 September 2014 are set out below.
The directors of Rhodes Food Group Holdings Limited are responsible for the preparation of the summarised consolidated financial
information contained in these audited summarised consolidated financial statements.
The financial statements were prepared under the supervision of CC Schoombie, (CA) SA, chief financial officer and can be obtained
as set out in note 15 of these financial statements.

Yvonne Muthien
Chairperson

Bruce Henderson
Chief executive officer

2015
R’000

2014
R’000

1 167 896

744 609

785 462
79 908
271 775
30 751
–
–

529 152
51 051
126 325
28 015
9 275
791

1 310 067

936 332

694 604
604 078
2 758
8 627

542 632
390 029
1 941
1 730

Total assets

2 477 963

1 680 941

EQUITY AND LIABILITIES
Capital and reserves

1 018 157

273 888

720 205
291 582

150 001
117 567

1 011 787
6 370

267 568
6 320

692 533

741 401

–
–
621 773
60 993
9 767

156 005
67 228
465 434
43 603
9 131

Current liabilities

767 273

665 652

Accounts payable and accruals
Employee benefits accrual
Current portion of long-term loans
Taxation payable
Bank overdraft
Foreign exchange contract liability

430 352
114 927
109 775
29 820
72 448
9 951

333 113
99 275
72 799
29 684
128 605
2 176

2 477 963

1 680 941

Notes
ASSETS
Non-current assets
Property, plant and equipment
Intangible assets
Goodwill
Biological assets
Loans receivable
Other financial instruments

2

4
5.1

Current assets
Inventory
Accounts receivable
Loans receivable
Bank balances and cash on hand

3

Share capital
Accumulated profit

6

Equity attributable to owners of the company
Non-controlling interest
Non-current liabilities
Preference shares
Preference shareholders for dividend accrual
Long-term loans
Deferred taxation liability
Employee benefit liability

6
6

5.2

Total equity and liabilities
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SUMMARISED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

SUMMARISED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS OR OTHER COMPREHENSIVE INCOME
for the year ended 27 September 2015

Notes
Revenue
Cost of goods sold
Gross profit
Other income
Operating costs

2015
R’000

for the year ended 27 September 2015

2014
R’000

3 022 604
(2 179 655)

2 444 225
(1 790 090)

842 949
28 665
(582 241)

654 135
15 977
(433 992)

Profit before interest and taxation

289 373

236 120

Interest paid
Interest received

(47 256)
34

(103 446)
597

Profit before taxation
Taxation

242 151
(72 373)

133 271
(50 804)

Profit for the year

169 778

82 467

Profit attributable to:
Owners of the company
Non-controlling interest

169 728
50

81 898
569

169 778

82 467

Other comprehensive income
Items that will not be reclassified subsequently to profit or loss

99

(1 812)

Remeasurement of employee benefit liability
Deferred taxation effect

77
22

(2 783)
971

Total comprehensive income for the year

169 877

80 655

Total comprehensive income attributable to:
Owners of the company
Non-controlling interest

169 827
50

80 230
425

169 877

80 655

77.1
74.1

47.9
45.5

77.4
74.4

47.5
45.2

Earnings per share 
Diluted earnings per share 

(cents)
(cents)

Headline earnings per share 
Diluted headline earnings per share 

(cents)
(cents)
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7.1
7.2

Notes
Balance at 29 September 2013
Total comprehensive income for the year
Balance at 28 September 2014
Issue of ordinary share capital
Treasury shares sold
Total comprehensive income for the year
Balance at 27 September 2015

6
6

Share
capital
R’000

Accumulated
profit
R’000

Noncontrolling
interest
R’000

Total
R’000

150 001
–

37 337
80 230

5 895
425

193 233
80 655

150 001
569 891
313
–

117 567
–
4 188
169 827

6 320
–
–
50

273 888
569 891
4 501
169 877

720 205

291 582

6 370

1 018 157
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SUMMARISED CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 27 September 2015

2015
R’000
Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees

2014
R’000

3 661 423
(3 441 124)

2 864 897
(2 688 450)

220 299
(104 557)
(64 321)

176 447
(38 853)
(49 809)

51 421

87 785

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds on disposal of property, plant and equipment
Acquisition of subsidiaries and businesses less net cash acquired
Loans receivable advanced
Loans receivable repaid

(175 882)
528
(407 796)
(1 510)
13 063

(87 763)
859
–
(150)
554

Net cash outflow from investing activities

(571 597)

(86 500)

Cash generated from operations
Net interest paid
Taxation paid
Net cash inflow from operating activities

Cash flows from financing activities
Issue of ordinary share capital
Preference shares repaid
Loans raised
Loans repaid
Net cash inflow/(outflow) from financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

575 641
(156 005)
740 867
(577 273)

–
–
77 318
(98 431)

583 230

(21 113)

63 054
(126 875)

(19 828)
(107 047)

(63 821)

(126 875)

SUMMARISED CONSOLIDATED SEGMENTAL REPORT
for the year ended 27 September 2015

Products and services from which reportable segments derive their revenues
Information reported to the chief operating decision maker for the purposes of resource allocation and assessment of segment
performance focuses on the types of goods or services delivered or provided, and in respect of the ‘regional’ and ‘international’
operations, the information is further analysed based on the different classes of customers. The executive management of the Group
have chosen to organise the Group around the difference in geographical areas and operate the business on that basis.
Specifically, the Group’s reportable segments under IFRS 8: Operating segments are as follows:
– Regional
– International
Segment revenues and results
The following is an analysis of the Group’s revenue and results by reportable segment.
Segment revenue

Regional
Fresh products sales
Long life products sales

International
Long life products sales
Total

2015
R’000

2014
R’000

928 780
1 185 065

777 213
818 438

2 113 845

1 595 651

908 759

848 574

3 022 604

2 444 225

Segment profit
2015
R’000

2014
R’000

Regional
International

212 020
105 372

139 316
96 004

Total

317 392

235 320

Listing fees
Acquisition costs
Other income
Interest received
Interest paid

(21 796)
(6 223)
–
34
(47 256)

–
–
800
597
(103 446)

Profit before taxation

242 151

133 271

Segment revenue reported above represents revenue generated from external customers. Inter-company sales amounted to
R362 272 405 (2014: R321 469 319).
The accounting policies of the reportable segments are the same as the Group’s accounting policies described in note 1. Segment
profit represents the profit before tax earned by each segment without allocation of listing fees, acquisition costs, other income,
investment income and finance costs. This is the measure reported to the chief operating decision maker for the purpose of resource
allocation and assessment of segment performance.
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SUMMARISED CONSOLIDATED SEGMENTAL REPORT CONTINUED

NOTES TO THE
SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS

for the year ended 27 September 2015

for the year ended 27 September 2015

Geographical information
The Group’s non-current assets by location of operations (excluding financial instruments, goodwill and deferred tax assets) are
detailed below. The chief operating decision maker does not evaluate any other of the Group’s assets or liabilities on a segmental basis
for decision making purposes.

1.

Non-current assets
Republic of South Africa
Kingdom of Swaziland

2015
R’000

2014
R’000

787 174
108 947

542 470
75 023

896 121

617 493

BASIS OF PREPARATION
Rhodes Food Group Holdings Limited is a company domiciled in the Republic of South Africa. These audited summarised
consolidated financial statements (“financial statements”) as at and for the financial year ended 27 September 2015 comprise
the company and its subsidiaries (together referred to as the “group”). The main business of the group is the manufacturing
and marketing of convenience foods. These include fresh and frozen ready meals, pastry based products, canned jams, canned
fruits, canned vegetables, canned meat, fruit purees and concentrates, juice and juice products and dairy products. There were
no major changes in the nature of the business for the group during the periods ended September 2015 and 2014.
The financial statements are an extract from the audited annual consolidated financial statements for the year ended
27 September 2015 (as prepared under supervision of CC Schoombie, CA(SA), Chief Financial Officer) and have been prepared
in accordance with the framework concepts, the measurement and recognition requirements of International Reporting Standards
(“IFRS”) and the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee or its successor, the
Financial Pronouncement as issued by the Financial Reporting Standards Council, and the requirements of the Companies Act
of South Africa.

Information regarding major customers
Two customers (2014: two) individually contributed 10% or more of the Group’s revenues arising from both regional and international
sources.

The accounting policies and methods of computation applied in the presentation of the financial results are consistent with those
applied in the audited consolidated financial statements for the year ended 27 September 2015.
The financial statements contain, as a minimum, the information required by IAS 34: Interim Financial Reporting, and the
accounting policies adopted and methods of computation are in accordance with IFRS.
These financial statements do not include all the information required for a complete set of IFRS financial statements. However,
selected explanatory notes are included to explain events and transactions that are significant to an understanding of the
changes in the group’s financial position and performance since the last annual consolidated financial statements as at and for
the year ended 28 September 2014.
These financial statements were prepared under the supervision of CC Schoombie, CA(SA), Chief Financial Officer.

2.

PROPERTY, PLANT AND EQUIPMENT
During the year ended the group acquired assets with a cost of R175 882 717 (2014: R87 763 245).
Assets with a fair value of R139 053 904 were acquired through the acquisition of Pacmar Proprietary Limited and its subsidiary
and the acquisition of the business assets of Saint Pie Proprietary Limited, Boland Pulp Proprietary Limited and Boland Pulp
Property Holdings Proprietary Limited.
Assets with a carrying amount of R1 514 909 (2014: R21 500) were disposed of during the period. This disposal resulted in
a loss of R984 716 (2014: gain of R838 183), which was recognised as part of ‘operating costs’ (2014: ‘other income’) in the
consolidated statement of profit or loss and other comprehensive income.
During the year, the group contracted R45 728 751 (2014: R28 247 694) for future capital commitments.
There has been no major change in the nature of property, plant and equipment, the policy regarding the use thereof, or the
encumbrances over the property, plant and equipment, except for the additional encumbrances noted below:
Swaziland Fruit Canners Proprietary Limited
A third mortgage bond for R25 million, registered in favour of Nedbank (Swaziland) Limited, over certain of the company’s land.
Pacmar Proprietary Limited
A general notarial bond for R90 million, registered in favour of Nedbank Limited, over all moveable assets, including plant and
equipment, inventory and receivables.
Pacmar Properties Proprietary Limited
A first covering mortgage bond for R44 million, registered in favour of Nedbank Limited, over Erf 12912 Wellington.
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NOTES TO THE SUMMARISED
CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 27 September 2015

3.

INVENTORY
The value of the inventory disclosed at net realisable value is R23 848 099 (2014: R28 471 013).
2015
R’000

4.

2014
R’000

5.

8 521
22 230

8 602
19 413

30 751

28 015

5.2 Foreign exchange contracts
Contract loss

Interest rate swap 
Foreign exchange contracts

6.

2015
R’000

2014
R’000

28 015
(17 190)
9 133
10 793

28 046
(16 764)
8 501
8 232

Net change in fair value

10 793

8 232

Carrying value at the end of the year

30 751

28 015
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9 951

2 176

Level 2
Level 2

Mark to market valuation by issuer of instrument
Mark to market valuation by issuer of instrument

2015
R’000

Measurement of fair value of growing crops
The fair values of the pineapple plantations have been categorised as level 3 fair values based on the inputs to valuation
techniques used. The valuation technique is based on the fair value (which approximates market value) less estimated point-ofsale costs at the point of harvest of which the unobservable inputs consist of estimated volumes (2015: average of 57 083 tonnes
delivered for a four year period, 2014: average of 54 975 tonnes delivered for a four year period) and estimated pricing (2015:
R1 277 per ton delivered, 2014: R1 222 per ton delivered) of pineapples harvested.
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791
1 173

5.3 Valuation of financial instruments at fair value held through profit or loss
Financial instruments
at fair value through profit or loss
Level
Valuation technique

Livestock:
The estimated fair value would increase/(decrease) if:
More/(less) livestock were classified as breeders
Livestock prices increased/(decreased)
Weight and quantity premiums increased/(decreased)

Carrying value at the beginning of the year
Value of crops harvested
Additions
Gain included in profit or loss

–
–

FINANCIAL INSTRUMENTS AT FAIR VALUE
HELD THROUGH PROFIT OR LOSS

Financial asset
Non-current
Current (included in accounts receivable)

Measurement of fair value of livestock
The fair values of the livestock have been categorised as level 3 fair values based on the inputs to valuation techniques used.
The valuation technique is based on the fair value less estimated point-of-sale costs of which the unobservable inputs consist
of premiums on the classification of livestock and premiums for quality depending on the physical attributes of the livestock.

Growing crops
The estimated fair value would increase/(decrease) if:
Pineapple volumes increased/(decreased)
Pineapple prices increased/(decreased)
Costs of growing or harvesting (increased)/decreased

2014
R’000

5.1 Other financial instruments
Interest rate swap – not designated in hedge accounting relationship.

BIOLOGICAL ASSETS
Livestock
Growing crops

2015
R’000

2014
R’000

SHARE CAPITAL
Authorised
1 800 000 000 ordinary shares
9 000 000 “A” redeemable convertible preference shares
9 000 000 “B” redeemable convertible preference shares
Issued
221 000 000 (2014: 171 000 000) ordinary shares
937 500 treasury shares held by subsidiary
9 000 000 “A” redeemable convertible preference shares
9 000 000 “B” redeemable convertible preference shares

10 000 “A” cumulative redeemable preference shares
Preference shareholders for dividend accrual

713 641
(937)
7 500
1

142 500
–
7 500
1

720 205

150 001

–
–

156 005
67 228

–

223 233

Reconciliation of ordinary and treasury shares in issue:
Ordinary shares at the beginning of year
Shares issued on 1 October 2014
Treasury shares held by subsidiary
Treasury shares held by subsidiary sold

142 500
571 141
(1 250)
313

142 500
–
–
–

Ordinary and treasury shares at the end of year

712 704

142 500
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NOTES TO THE SUMMARISED
CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 27 September 2015

2015
R’000

7.

2014
R’000

7.

HEADLINE EARNINGS PER SHARE
7.1 Headline earnings per share
Reconciliation between profit attributable to owners of the parent and headline
earnings:
Profit attributable to owners of the parent
Adjustments to profit attributable to owners of the parent

985
(276)

Loss/(profit) on disposal of property, plant and equipment
Taxation effect
Headline earnings
Headline earnings per share 
Normalised headline earnings per share¹ ³
Normalised headline earnings per share¹ ² ³
7.2 Diluted headline earnings per share
Diluted headline earnings per share
Normalised diluted headline earnings per share¹ ³
Normalised diluted headline earnings per share¹ ² ³

169 728
709

(cents)
(cents)
(cents)

	The underlying information used in the preparation of the pro forma financial information has been prepared using the
accounting policies that comply with International Financial Reporting Standards. These are consistent with the audited
consolidated financial statements for the year ended 27 September 2015.

81 898
(603)
(838)
235

170 437

81 295

77.4
87.4
87.4

47.5
47.5
36.9

	There are no post-balance sheet events which require adjustment to the pro forma information.
	The directors are responsible for compiling the pro forma financial information on the basis of the application criteria
specified in the JSE Listings Requirements.
	The pro forma financial information should be read in conjunction with the unqualified Deloitte & Touche independent
reporting accountants’ report thereon, which is available for inspection at the company’s registered offices (Pniel Road,
Groot Drakenstein, 7680), at no charge, during normal business hours.

8.
(cents)
(cents)
(cents)

7.3 Weighted average number of shares in issue
Weighted average number of shares in issue
Ordinary shares issued
Treasury shares
Effect of convertible preference shares
Weighted average number of dilutive shares in issue
Weighted average number of shares in issue
assuming the number of shares in issue post listing applied in 2015 and 2014² ³
Weighted average number of dilutive shares in issue
assuming the number of shares in issue post listing applied in 2015 and 2014² ³

74.4
83.9
83.9

45.2
45.2
35.5

171 000 000
50 000 000
(937 500)
9 000 000

171 000 000
–
–
9 000 000

229 062 500

180 000 000

220 062 500

220 062 500

229 062 500

229 062 500

HEADLINE EARNINGS PER SHARE CONTINUED
7.3 Weighted average number of shares in issue continued
³ 	The pro forma financial information has been prepared for illustrative purposes only to provide information on how
the normalised headline earnings and normalised diluted headline earnings adjustment might have impacted on the
financial results of the Group. Because of its nature, the pro forma financial information may not be a fair reflection of
the Group’s results of operation, financial position, changes in equity or cash flows.

CONTINGENT LIABILITIES
The Group has entered into guarantees, the outcome of which has not been determined. The guarantees from import and
operational activities for the period are R4 733 262 (2014: R7 434 287). Additional contingent liabilities incurred during 2015
is as follows:
– Suretyship of R90 000 000 for Rhodes Food Group Proprietary Limited banking facilities with Nedbank Limited, issued by
Pacmar Proprietary Limited.
– Suretyship of R44 000 000 for Rhodes Food Group Proprietary Limited banking facilities with Nedbank Limited, issued by
Pacmar Properties Proprietary Limited.

¹ 	Normalised headline earnings and normalised diluted headline earnings have been adjusted for once-off listing fees
incurred of R21 795 875 (not deductible for taxation purposes), relating to the listing of the company’s issued share
capital on the JSE Limited.
² 	On 2 October 2014 the company commenced the listing of its issued share capital on the JSE Limited which included the
listing of 50 000 000 ordinary shares issued. Normalised headline earnings and normalised diluted headline earnings
per share for the period and prior period have been adjusted with the assumption that these additional shares were
issued in both 2015 and 2014.
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NOTES TO THE SUMMARISED
CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 27 September 2015

9.

ACQUISITION OF SUBSIDIARY

10. ACQUISITION OF BUSINESSES

On 1 April 2015 the Group acquired 100% of the shares in Pacmar Proprietary Limited, which holds 100% of the shares in
Pacmar Properties Proprietary Limited, for a total cash consideration of R165 000 000. The board is of the opinion that the
acquisition presents an attractive investment opportunity which is aligned with the Group’s strategy of expanding its business
through lateral extensions into product categories adjacent to its current product ranges. The Group, with its two fruit plants
situated in the Western Cape and Swaziland, respectively, produces an extensive range of fruit purees and juice concentrates
which it sells to the international beverage industry. The acquisition offers a significant opportunity to add further value to these
products. The board is of the view that good synergies will arise from the acquisition and that the Group is well placed to add
value to the Pacmar business.

10.1 Saint Pie Proprietary Limited
On 1 June 2015 the Group acquired the business assets of Saint Pie Proprietary Limited. The board is of the opinion that
the acquisition presents an attractive investment opportunity which is aligned with the Group’s strategy of expanding its
business operations through acquisitions. The Group has a Pies and Pastries facility based in Aeroton, Gauteng, which
produces a range of pastry products under its Magpie brand. In addition to its Magpie range, the Group produces pies
and pastries under private label for Woolworths and Corner Bakery. The acquisition will enable the Group to extend its pie
business operations by adding this additional well established pie brand. The acquisition will also result in customer and
geographic diversification. The board of the Group is of the view that good synergies will arise from the acquisition.

The Group is unable to quantify the amounts of revenue and profit or loss since the acquisition date as well as the revenue and
profit or loss as if the business was acquired at the beginning of the financial year, because this is impracticable due to business
restructure and integration.

The Group is unable to quantify the amounts of revenue and profit or loss since the acquisition date as well as the revenue
and profit or loss as if the business was acquired at the beginning of the financial year, because this is impracticable due
to business restructure and integration.

1 April
2015
R’000
Assets and liabilities acquired
Property, plant and equipment
Intangible assets
Inventory
Accounts receivable
Bank balance and cash on hand
Liabilities
Deferred taxation liability
Accounts payable and provisions
Bank overdraft

68 826
15 520
46 976
57 603
272
(17 953)
(5 477)
(51 565)
(43 672)

Fair value of assets and liabilities acquired
Purchase price

70 530
(165 000)
(94 470)

Goodwill

1 June
2015
R’000
Assets acquired
Property, plant and equipment
Inventory
Accounts receivable
Deposits
Bank balance and cash on hand

6 917
1 450
2 145
260
11

Fair value of assets acquired
Purchase price

10 783
(25 907)

Goodwill

(15 124)

10.2 Boland Pulp Proprietary Limited and Boland Pulp Property Holdings Proprietary Limited
On 3 August 2015 the Group acquired the business assets of Boland Pulp Proprietary Limited and Boland Pulp Property
Holdings Proprietary Limited. The board of the Group is of the opinion that the acquisitions present an attractive investment
opportunity which is aligned with the Group’s strategy of expanding its business by means of vertical integration and lateral
extension into product categories complementary to its current product ranges.
The Group is unable to quantify the amounts of revenue and profit or loss since the acquisition date as well as the revenue
and profit or loss as if the business was acquired at the beginning of the financial year, because this is impracticable due
to business restructure and integration.
3 August
2015
R’000
Assets and liability acquired
Property, plant and equipment
Intangible assets
Inventory
Deferred taxation liability

63 310
14 353
64 000
(4 019)
137 644
(173 500)

Fair value of assets and liability acquired
Purchase price

(35 856)

Goodwill
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NOTES TO THE SUMMARISED
CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 27 September 2015

11. RELATED PARTY TRANSACTIONS
During the year the Group entered into related party transactions, the substance of which is similar to those explained in the
audited consolidated annual financial statements.

12. EVENTS SUBSEQUENT TO REPORTING DATE
The Group acquired the business assets of Deemster Proprietary Limited on 1 October 2015 for a purchase price of R10 million
plus trading stock of R15 million.
The Group entered into the following sale and purchase agreements to acquire:
– the Foodservice Operations business assets of General Mills South Africa Proprietary Limited with effect from 30 November
2015. The purchase consideration has not been disclosed due to confidentiality clauses within the sale and purchase
agreement.
– the business assets of Alibaba Foods Holdings Proprietary Limited subject to conditions precedent for R42 million effective
from 1 February 2016.
The board is of the opinion that these acquisitions present attractive investment opportunities which are aligned with the Group’s
strategy to grow through value accretive acquisitions.
The acquisition date accounting has not been established on the date of the approval of the financial statements for the above
mentioned acquisitions, due to the valuation of the assets acquired not yet being finalised.
The board of directors has declared a maiden gross cash dividend of 24.8 cents per share in respect of the year ended
27 September 2015 for holders of ordinary shares.
The directors are not aware of any other matter or circumstance of a material nature arising since the end of the financial year,
otherwise not dealt with in the financial statements, which significantly affect the financial position of the Group or the results of
its operations.

13. APPROVAL OF PRELIMINARY SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS
The preliminary summarised consolidated financial statements were approved by the Board of directors on 19 November 2015.

14. DIVIDENDS
The company did not declare any dividends during the years ended 27 September 2015 and 28 September 2014 respectively.
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15. AUDIT OPINION
These summarised consolidated financial statements have been derived from the consolidated financial statements and are
consistent in all material respects, with the consolidated financial statements.
The auditors, Deloitte & Touche, have issued unmodified audit opinions on the consolidated financial statements and on these
summarised consolidated financial statements for the year ended 27 September 2015. The audit opinion on the consolidated
financial statements, together with the consolidated financial statements, is available for inspection on the group’s website
(www.rhodesfoodgroup.com). These reports together with the auditor’s ISAE 3420 report are also available at the group’s
registered office (Pniel Road, Groot Drakenstein 7680), at no charge, during normal business hours.

INDEPENDENT AUDITORS’ REPORT ON THE SUMMARY FINANCIAL STATEMENTS
To the shareholders of Rhodes Food Group Holdings Limited
The accompanying summarised consolidated financial statements, which comprise the summarised consolidated statement of
financial position as at 27 September 2015, the summarised consolidated statements of comprehensive income, changes in
equity and cash flows for the year then ended, and related notes, are derived from the audited consolidated financial statements
of Rhodes Food Group Holdings Limited for the year ended 27 September 2015. We expressed an unmodified audit opinion on
those consolidated financial statements in our report dated 19 November 2015. Our auditor’s report on the audited consolidated
financial statements contained an Other Matter paragraph “Other reports required by the Companies Act” (included below).
Those consolidated financial statements, and the summarised consolidated financial statements, do not reflect the effects of
events that occurred subsequent to the date of our report on those consolidated financial statements.
The summarised consolidated financial statements do not contain all the disclosures required by the International Financial
Reporting Standards and the requirements of the Companies Act of South Africa as applicable to financial statements. Reading
the summarised consolidated financial statements, therefore, is not a substitute for reading the audited consolidated financial
statements of Rhodes Food Group Holdings Limited.
Directors’ responsibility for the Summarised Consolidated Financial Statements
The directors are responsible for the preparation of the summarised consolidated financial statements in accordance with
the information required by IAS34 Interim Financial Reporting and the requirements of the Companies Act of South Africa as
applicable to summarised financial statements, and for such internal control as the directors determine is necessary to enable
the preparation of summarised consolidated financial statements that are free from material misstatement, whether due to fraud
or error.
Auditor’s responsibility
Our responsibility is to express an opinion on the summarised consolidated financial statements based on our procedures, which
were conducted in accordance with International Standard on Auditing 810, Engagements to Report on Summarised Financial
Statements.
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NOTES TO THE SUMMARISED
CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 27 September 2015

15. AUDIT OPINION CONTINUED
Opinion
In our opinion, the summarised consolidated financial statements derived from the audited consolidated financial statements of
Rhodes Food Group Holdings Limited for the year ended 27 September 2015 are consistent, in all material respects, with those
annual consolidated financial statements, in accordance with the information required by IAS 34 Interim Financial Reporting and
the requirements of the Companies Act of South Africa as applicable to summarised financial statements.
Other reports required by the Companies Act
The “other reports required by the Companies Act” paragraph in our audit report dated 19 November 2015 states that as part
of our audit of the consolidated financial statements for the year ended 27 September 2015, we have read the Directors’ Report,
the Audit Committee’s Report and the Company Secretary’s Certificate for the purpose of identifying whether there are material
inconsistencies between these reports and the audited consolidated financial statements. These reports are the responsibility of
the respective preparers.
The paragraph also states that, based on reading these reports, we have not identified material inconsistencies between these
reports and the audited consolidated financial statements. The paragraph furthermore states that we have not audited these
reports and accordingly do not express an opinion on these reports. The paragraph does not have an effect on the summarised
consolidated financial statements or our opinion thereon.

ANALYSIS OF SHAREHOLDERS
at 25 September 2015

Note that the 2014 comparatives are as at 31 October 2014 rather than at the financial year-end of 28 September 2014, as the
company was listed on 2 October 2014 and it was considered more relevant to provide the shareholdings post-listing. The figures are
consistent with the disclosure for 2014.

Public and non-public shareholders
Public shareholders
Non-public shareholders
Directors of the company
Strategic holdings
Capitalworks Private Equity GP Proprietary Limited¹ ²
South African Investment GP Trust³
Rhodes Food Group Management Trust
Total non-public shareholders
Total shareholders

Number of
holders

Percentage
of holders

Number of
shares

Percentage
of shares

2 414

99.6

105 839 777

47.9

6

0.3

19 309 381

8.6

1
2
1

–
0.1
–

56 257 176
32 168 666
7 425 000

25.5
14.6
3.4

10

0.4

115 160 223

52.1

2 424

100.0

221 000 000

100.0

¹ Includes indirect holdings by non-executive directors Chad Smart and Garth Willis of 1 831 233 and 251 002 shares respectively.
² Capitalworks Private Equity GP Proprietary Limited, in its capacity as general partner of Capitalworks Rhodes Food Investment Partnership.
³ South African Investment GP Trust, in its capacity as general partner of South African Investment Partnership and South African Investment Partnership II.

Deloitte & Touche
Registered Auditors

According to the company’s register of shareholders, read in conjunction with the company’s register of disclosure of beneficial
interests made by registered shareholders acting in a nominee capacity, the following shareholders held 3% or more of the issued
share capital at 25 September 2015:

Per MA van Wyk
Partner
4 December 2015
Audit – Stellenbosch: Unit 11 Ground Floor, La Gratitude, 97 Dorp Street, Stellenbosch 7600
National executive: *LL Bam Chief Executive *AE Swiegers Chief Operating Officer *GM Pinnock Audit *N Sing Risk Advisory
*NB Kader Tax *TP Pillay Consulting S Gwala BPaaS *K Black Clients & Industries *JK Mazzocco Talent & Transformation
*MJ Jarvis Finance *M Jordan Strategy *MJ Comber Reputation & Risk *TJ Brown Chairman of the Board
Regional leader: MN Alberts
A full list of partners and directors is available on request.
*Partner and Registered Auditor
BBBEE rating: Level 2 contributor in terms of the Chartered Accountancy Profession Sector Code
Member of Deloitte Touche Tohmatsu Limited

Major beneficial shareholders holding 3% or more
Non-public shareholders
Capitalworks Private Equity GP Proprietary Limited¹ ²
South African Investment GP Trust4
Bruce Henderson Trust
South African Investment GP Trust5
Rhodes Food Group Management Trust
Public shareholders
Government Employees Pension Fund
Old Mutual
4

South African Investment GP Trust, in its capacity as general partner of South African Investment Partnership II.

5

South African Investment GP Trust, in its capacity as general partner of South African Investment Partnership.

2015
Number of
shares

2015
Percentage
of shares

2014
Percentage
of shares

56 257 176
23 776 726
16 200 000
8 391 940
7 425 000

25.5
10.8
7.3
3.8
3.4

25.5
10.8
7.3
3.8
3.4

38 015 586
11 225 770

17.2
5.1

6.3
2.4

2015
Percentage
of shares

2014
Percentage
of shares

9.5
6.5
5.6
4.7

–
5.9
7.1
1.2

1.3
1.0
0.1
–

2.4
2.2
3.9
5.6

Major fund managers managing 2% or more
Public Investment Corporation
Mazi Capital
Old Mutual Investment Group (South Africa)
Sentio Capital
Fund managers no longer managing over 2%
Visio Capital Management
Investec Asset Management
Kagiso Asset Management
Prudential Portfolio Managers (South Africa)
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ANALYSIS OF SHAREHOLDERS CONTINUED
Number of
shareholdings

1 – 1 000 shares
1 001 – 10 000 shares
10 001 – 100 000 shares
100 001 – 1 000 000 shares
1 000 001 shares and over
Total

Shareholder spread

Distribution of shareholders
Banks
Close corporations
Endowment funds
Individuals
Insurance companies
Investment companies
Medical schemes
Mutual funds
Other corporations
Private companies
Private equity
Public company
Retirement funds
Share trust
Trusts

Rhodes Food Group Holdings Limited

%

Number
of shares

%

984
1 149
202
61
28

40.61
47.38
8.34
2.52
1.16

468 717
3 854 842
6 082 301
20 037 979
190 556 161

0.21
1.74
2.75
9.07
86.22

2 424

100.00

221 000 000

100.00

Number of
shareholdings

%

Number
of shares

%

19
35
17
1 961
15
11
6
49
10
56
3
1
32
1
208

0.78
1.44
0.70
80.89
0.62
0.45
0.25
2.02
0.41
2.31
0.12
0.04
1.32
0.04
8.58

3 086 741
226 746
396 863
8 798 264
10 628 445
840 727
1 349 310
23 020 310
28 014
1 131 589
88 425 842
83 000
44 463 968
7 425 000
31 095 181

1.40
0.10
0.18
3.98
4.81
0.38
0.61
10.42
0.01
0.51
40.01
0.04
20.12
3.36
14.07

2 424

Total

NOTICE OF ANNUAL GENERAL MEETING

100.00

221 000 000

100.00

Incorporated in the Republic of South Africa
(Registration number 2012/074392/06)
Share code: RFG ISIN: ZAE000191979
(“Rhodes Food Group” or “the Company” or “the Group”)
If you are in any doubt as to what action you should take in respect of the following resolutions, please consult your Central
Securities Depository Participant (“CSDP”), broker, banker, attorney, accountant or other professional adviser immediately.
Notice is hereby given that the third Annual General Meeting (“Annual General Meeting”) of shareholders of Rhodes Food Group will be
held at 09:00 on Thursday, 11 February 2016 in the boardroom of the offices of Rhodes Food Group, Pniel Road, Groot Drakenstein,
Western Cape, for the purpose of considering, and, if deemed fit, passing, with or without modification, the resolutions set out hereafter.
The board of directors of the Company (“the Board”) has determined that, in terms of section 62(3)(a), as read with section 59 of
the Companies Act, 2008 (Act 71 of 2008), as amended (“Companies Act”), the record date for shareholders to be recorded on the
securities register of the Company in order to receive Notice of the Annual General Meeting is Friday, 4 December 2015. Further the
record date determined by the Board for the purposes of determining which shareholders of the Company are entitled to participate
in and vote at the Annual General Meeting is Friday, 5 February 2016. Accordingly, the last day to trade Rhodes Food Group shares in
order to be recorded in the Register to be entitled to vote will be Friday, 29 January 2016.

1.

ORDINARY RESOLUTIONS

	To consider and, if deemed fit to pass, with or without modification, the following ordinary resolutions. The percentage of voting
rights that will be required for the adoption of each ordinary resolution is the support of more than 50% of the voting rights exercised
on the resolution. In the case of resolution number 10 and 12 the JSE Listings Requirements prescribe a 75% majority vote.
1.1 ORDINARY RESOLUTION NUMBER 1 – Financial statements
		To receive, consider and adopt the audited annual financial statements of the Company for the financial year ended
27 September 2015 incorporating the reports of the auditors, directors and the Audit and Risk Committee, which will be
presented to shareholders as required in terms of section 30(3)(d) of the Companies Act.
		
Note: The annual financial statements are available on the Company’s website www.rhodesfoodgroup.com, and a
summarised version is included on pages 34 to 40 of the Integrated Annual Report to which this notice forms part.
1.2 ORDINARY RESOLUTION NUMBER 2 – Re-election of Dr Yvonne Muthien as a director
		To re-elect, Yvonne Muthien who, in terms of Article 25.6 of the Company’s Memorandum of Incorporation, retires by
rotation at this Annual General Meeting but, being eligible to do so, offers herself for re-election.
		

Note: The curriculum vitae of Yvonne Muthien is provided on page 12 of the Integrated Annual Report.

1.3 ORDINARY RESOLUTION NUMBER 3 – Re-election of Mark Bower as a director
		To re-elect, Mark Bower who, in terms of Article 25.6 of the Company’s Memorandum of Incorporation, retires by rotation
at this Annual General Meeting but, being eligible to do so, offers himself for re-election.
		

Note: The curriculum vitae of Mark Bower is provided on page 12 of the Integrated Annual Report.

1.4 ORDINARY RESOLUTION NUMBER 4 – Re-election of Thabo Leeuw as a director
		To re-elect, Thabo Leeuw who, in terms of Article 25.6 of the Company’s Memorandum of Incorporation, retires by rotation
at this Annual General Meeting but, being eligible to do so, offers himself for re-election.
		

Note: The curriculum vitae of Thabo Leeuw is provided on page 12 of the Integrated Annual Report.

1.5 ORDINARY RESOLUTION NUMBER 5 – Appointment of Mark Bower to the audit and risk committee
		Pursuant to the requirements of section 94(2) of the Act, but subject to the passing of ordinary resolution number 3 above,
to appoint Mark Bower as a member of the Audit and Risk Committee.
		

Note: The curriculum vitae of Mark Bower is provided on page 12 of the Integrated Annual Report.

1.6 ORDINARY RESOLUTION NUMBER 6 – Appointment of Thabo Leeuw to the audit and risk committee
		Pursuant to the requirements of section 94(2) of the Act, but subject to the passing of ordinary resolution number 4 above,
to appoint Thabo Leeuw as a member of the Audit and Risk Committee.
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NOTICE OF ANNUAL GENERAL MEETING CONTINUED
1.7 ORDINARY RESOLUTION NUMBER 7 – Appointment of Andrew Makenete to the audit and risk committee

		

•	in determining the price at which securities may be issued in terms of this authority, the maximum discount permitted
will be 10% (ten percent) of the weighted average traded price of such securities measured over the 30 (thirty) business
days prior to the date that the price of the issue is agreed in writing between the issuer and the party/ies subscribing for
the securities;

		

•	an announcement giving full details, including the number of securities issued, the average discount to the weighted
average traded price of the securities over 30 (thirty) business days prior to the date that the issue is agreed in
writing between the issuer and the parties subscribing for the securities and the impact on net asset value per share,
net tangible asset value per share, earnings per share and headline earnings per share and, if applicable, diluted
earnings and headline earnings per share, will be published when the Company has issued securities representing,
on a cumulative basis within the earlier of the Company’s next Annual General Meeting or the expiry of a period of
15 (fifteen) months from the date that this authority is given, 5% (five percent) or more of the number of securities in
issue prior to the issue; and

		

•	whenever the Company wishes to use repurchased shares, held as treasury stock by a subsidiary of the Company, such
use must comply with the JSE Listings Requirements as if such use was a fresh issue of ordinary shares.

		Pursuant to the requirements of section 94(2) of the Act to appoint Andrew Makenete as a member of the Audit and Risk
Committee.
		

Note: The curriculum vitae of Andrew Makenete is provided on page 13 of the Integrated Annual Report.

1.8 ORDINARY RESOLUTION NUMBER 8 – Appointment of the independent registered auditor
		To confirm the re-appointment of Deloitte & Touche as independent auditors of the Company for the ensuing financial year
on the recommendation of the Audit and Risk Committee.
1.9 ORDINARY RESOLUTION NUMBER 9 – Endorsement of the remuneration policy
		

Resolved that the remuneration policy of the Company be endorsed on a non-binding advisory basis.

		Note: In terms of principle 2.27 of the King Report on Corporate Governance for South Africa (“King lll”), the Company’s
remuneration policy should be tabled to shareholders for a non-binding advisory vote at each Annual General Meeting.
The remuneration policy is included in the Remuneration Report on pages 27 to 31 of the Integrated Annual Report.
1.10 ORDINARY RESOLUTION NUMBER 10 – Approval of the Rhodes Food Group 2015 share plan
		

Resolved that the proposed Rhodes Food Group 2015 share plan (“the plan”) be approved.

		Note: The plan has been proposed in order to align management’s interest with those of shareholders as well as being a
retention mechanism for top talent, key individuals and management.
		The Board and the members of the Remuneration Committee have recommended the plan for adoption by shareholders,
details of which can be found in the remuneration report on page 29 of the Integrated Annual Report and in the Annexure
to the Notice of AGM which follows. A copy of the scheme rules can be inspected at the registered office of the company.
1.11 ORDINARY RESOLUTION NUMBER 11 – Control of authorised but unissued ordinary shares
		Resolved that the authorised but unissued ordinary shares in the capital of the Company be and are hereby placed under
the control and authority of the Board and that the Board be and is hereby authorised and empowered to allot/issue and
otherwise dispose of all or any of such ordinary shares, or to issue any options in respect of all or any of such ordinary
shares, to such person/s on such terms and conditions and at such times as the directors may from time to time and in
its discretion deem fit, subject to the provisions of sections 38 and 41 of the Act, the Memorandum of Incorporation of
the Company and the JSE Listings Requirements, as amended from time to time, such authority to remain in force until
the next annual general meeting.

1.13 ORDINARY RESOLUTION NUMBER 13 – Signature of documents
		Resolved that each director of the Company be and is hereby individually authorised to sign all such documents and do all
such things as may be necessary for or incidental to the implementation of those resolutions to be proposed at the Annual
General Meeting convened to consider the resolutions which are passed, in the case of ordinary resolutions, or are passed
and registered by the Companies and Intellectual Property Commission, in the case of special resolutions.

2.

SPECIAL RESOLUTIONS

	To consider and if deemed fit, to pass, with or without modification, the following special resolutions. The percentage of voting
rights that will be required for the adoption of each special resolution is the support of at least 75% of the voting rights exercised
on the resolution.
2.1 SPECIAL RESOLUTION NUMBER 1 – Non-executive directors’ fees
		Resolved as a special resolution that, unless otherwise determined by the Company in general meeting, the following
annual fees payable by the Company to its non-executive directors for their services as directors, with effect from
27 September 2015, are approved:
Fee for the
year ended
27 September
2015
R

Proposed
fee for the
year ending
25 September
2016
R

Board
Chairperson
Member

400 000
250 000

600 000
267 500

Audit and Risk Committee
Chairperson
Member

120 000
80 000

144 800
85 600

Social and Ethics Committee
Chairperson
Member

90 000
50 000

93 800
51 000

Remuneration Committee
Chairperson
Member

90 000
50 000

96 300
53 500

1.12 ORDINARY RESOLUTION NUMBER 12 – Approval to issue ordinary shares
		Resolved that the Board from time to time be and are hereby authorised, by way of a general authority, to issue all or any of
the authorised but unissued ordinary shares in the capital of the Company, or to allot, issue and grant options to subscribe
for, all or any of the authorised but unissued ordinary shares in the capital of the Company, for cash, as and when they
in their sole discretion deem fit, subject to the provisions of the Companies Act, the Memorandum of Incorporation of the
Company and its subsidiaries and the JSE Listings Requirements as amended from time to time, such authority to remain
in force until the next Annual General Meeting.
		

Note: The JSE Listings Requirements currently provide, inter alia, that:

		

•	this general authority will be valid until the earlier of the Company's next Annual General Meeting or the expiry of a
period of 15 (fifteen) months from the date that this authority is given;

		

•	the securities which are the subject of the issue for cash must be of a class already in issue, or where this is not the
case, must be limited to such securities or rights that are convertible into a class already in issue;

		

•	any such issue may only be made to “public shareholders” as defined in the JSE Listings Requirements and not to
related parties;

		

•	the securities which are the subject of a general issue for cash may not exceed 15% (fifteen percent) of the number
of listed securities, excluding treasury shares, as at the date of this notice, being 33 150 000 securities. Any securities
issued under this authorisation during the period of 15 (fifteen) months from the date that this authorisation will be
deducted from the aforementioned 33 150 000 listed securities. In the event of a subdivision or a consolidation during
the period contemplated above the authority will be adjusted to represent the same allocation ratio;
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Explanatory note
		Section 66(9) of the Companies Act requires that a company may pay remuneration to its directors for their services as
directors only in accordance with a special resolution approved by the shareholders of the Company within the previous
two years. The proposed fee increases for the year ending 25 September 2016 are based on an independent survey
undertaken to benchmark non-executive director fees against a comparator group of similar-sized listed companies.
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2.2 SPECIAL RESOLUTION NUMBER 2 – General approval to acquire own shares
		Resolved, as a general approval by special resolution, that the Company and/or any of its subsidiaries from time to time
be and they are hereby authorised to acquire ordinary shares of the Company in terms of, and subject to, the Companies
Act, the Memorandum of Incorporation of the Company and its subsidiaries and the Listings Requirements of JSE Limited
(“the JSE”), as amended from time to time.
		

The JSE Listings Requirements currently provide, inter alia, that:

		

•	the acquisition of the ordinary shares must be effected through the order book operated by the JSE trading system and
done without any prior understanding or arrangement between the Company and the counterparty;

		

•	this general authority shall only be valid until the earlier of the Company's next Annual General Meeting or the expiry of
a period of 15 (fifteen) months from the date of passing of this special resolution;

		

•	in determining the price at which the Company’s ordinary shares are acquired in terms of this general authority, the
maximum premium at which such ordinary shares may be acquired will be 10% (ten percent) of the weighted average
of the market value at which such ordinary shares are traded on the JSE, as determined over the 5 (five) business days
immediately preceding the date on which the transaction is effected;

		2.2.2 Material change
			There have been no material changes in the affairs or financial position of the Company and its subsidiaries between
the Company’s financial year-end and the date of this notice.
		2.2.3 Directors’ responsibility statement
			The directors, whose names are given on page 12 of the Integrated Annual Report to which this notice is attached,
collectively and individually accept full responsibility for the accuracy of the information pertaining to special resolution
number 2 and certify that to the best of their knowledge and belief there are no facts in relation to special resolution
number 2 that have been omitted which would make any statement in relation to special resolution number 2 false
or misleading, and that all reasonable enquiries to ascertain such facts have been made and that special resolution
number 2 together with this notice contains all information required by law and the JSE Listings Requirements in
relation to special resolution number 2.
		2.2.4 Adequacy of working capital
			At the time that the contemplated repurchase is to take place, the Board will ensure that, after considering the effect
of the maximum repurchase and for a period of 12 months thereafter:

		

•	at any point in time, the Company may only appoint one agent to effect any acquisition/s on its behalf;

			

		

•	the acquisitions of ordinary shares in the aggregate in any one financial year may not exceed 10% (ten percent) of the
Company’s issued ordinary share capital;

•	the Company and its subsidiaries will be able to pay their debts as they become due in the ordinary course of
business;

			

		

•	the Company may only effect the repurchase once a resolution has been passed by the Board confirming that the
Board has authorised the repurchase, that the Company has passed the solvency and liquidity test (“test”) and that
since the test was done there have been no material changes to the financial position of the Group;

•	the consolidated assets of the Company and its subsidiaries, fairly valued in accordance with International
Financial Reporting Standards, will be in excess of the consolidated liabilities of the Company and its subsidiaries;

			

•	the issued share capital and reserves of the Company and its subsidiaries will be adequate for the purpose of the
ordinary business of the Company and its subsidiaries; and

			

•	the working capital available to the Company and its subsidiaries will be sufficient for the Group’s requirements.

		

		

•	the Company or its subsidiaries may not acquire ordinary shares during a prohibited period as defined in paragraph 3.67
of the JSE Listings Requirements unless they have in place a repurchase programme where the dates and quantities of
securities to be traded during the relevant period are fixed (not subject to any variation) and has been submitted to the
JSE in writing. The issuer must instruct an independent third party, which makes its investment decisions in relation to
the issuer’s securities independently of, and uninfluenced by, the issuer, prior to the commencement of the prohibited
period to execute the repurchase programme submitted to the JSE;
•	an announcement will be published once the Company has cumulatively repurchased 3% (three percent) of the
number of the ordinary shares in issue at the time this general authority is granted (“initial number”), and for each 3%
(three percent) in aggregate of the initial number acquired thereafter.”
Explanatory note

		Special resolution number 2 is to grant a general authority for the Company and the Company’s subsidiaries to acquire
the Company's issued ordinary shares. There is no requirement in the Companies Act for shareholder approval unless the
acquisition by the Company of any particular class of securities exceeds 5% of the issued shares of that class, either alone
or together with other transactions in an integrated series of transactions, per section 48(8), 115 and 116 of the Companies
Act, 2008.
		It is the intention of the Board to use such authority should prevailing circumstances (including tax dispensations and
market conditions) in their opinion warrant it.

2.3 SPECIAL RESOLUTION NUMBER 3 – Loans or other financial assistance to directors and related companies
		Resolved that, as a special resolution, in terms of section 45 of the Companies Act the shareholders hereby approve of
the Company providing, at any time and from time to time during the period of two years commencing on the date of this
special resolution number 3, any direct or indirect financial assistance (which includes lending money, guaranteeing a loan
or other obligation, and securing any debt or obligation) as contemplated in section 45 of the Companies Act to a director
or prescribed officer of the Company, or to a related or inter-related company or corporation or to a member of any such
related or inter-related corporation or to a person related to any such company, corporation, director, prescribed officer or
member provided that:
		

• the board from time to time, determines:

			 (i)

the specific recipient or general category of potential recipients of such financial assistance;

			 (ii) the form, nature and extent of such financial assistance;
			 (iii) the terms and conditions under which such financial assistance is provided; and
		

•	the Board may not authorise the Company to provide any financial assistance pursuant to this special resolution
number 3 unless the Board meets all those requirements of section 45 of the Companies Act which it is required to
meet in order to authorise the Company to provide such financial assistance.

		2.2.1 Other disclosure in terms of section 11.26 of the JSE Listings Requirements

		Explanatory note

			The JSE Listings Requirements require the following disclosure, which are contained in the Integrated Annual Report
to which this notice is attached:

		The reason and effect of special resolution number 3 is to grant the Board the authority to authorise the Company to
provide financial assistance as contemplated in section 45 of the Companies Act to a director or prescribed officer of the
Company, or to a related or inter-related company or corporation, or to a member of a related or inter-related corporation,
or to a person related to any such company, corporation, director, prescribed officer or member.

			

• Share capital of the Company – page 35; and

			

• Major shareholders of the Company – page 51.
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		The resolution is intended mainly to enable the Company to provide inter-company loans and guarantees within the Group
but will also permit the Board to authorise financial assistance to directors, prescribed officers and to related parties.
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ANNEXURE TO THE NOTICE OF ANNUAL GENERAL MEETING

3.

OTHER BUSINESS

SALIENT FEATURES OF THE PROPOSED RHODES FOOD GROUP 2015 SHARE PLAN

To transact such other business as may be transacted at the annual general meeting of the shareholders.

1.

Attendance and voting by shareholders or proxies

	The purpose of the Rhodes Food Group Limited (“RFG”) 2015 Share Plan (“the Plan”) is to attract, retain, motivate and reward
executives and managers who are able to influence the performance of RFG and its subsidiaries on a basis which aligns their
interests with those of RFG’s shareholders.

	Shareholders who have not dematerialised their shares or who have dematerialised their shares with “own name” registration
are entitled to attend and vote at the Annual General Meeting and are entitled to appoint a proxy or proxies (for which purpose
a form of proxy is attached hereto) to attend, speak and vote in their stead. The person so appointed as proxy need not be a
shareholder of the Company. Forms of proxy must be lodged with the transfer secretaries of the Company, Computershare Investor
Services Proprietary Limited, 70 Marshall Street, Johannesburg, 2001, South Africa, or posted to the transfer secretaries at
PO Box 61051, Marshalltown, 2107, South Africa, to be received by no later than 09:00 on Tuesday, 9 February 2016 (or 48
(forty-eight) hours before any adjournment of the Annual General Meeting which date, if necessary, will be notified on SENS).
	Forms of proxy must only be completed by shareholders who have not dematerialised their shares or who have dematerialised
their shares with “own name” registration.
	On a show of hands, every person present and entitled to exercise voting rights shall be entitled to one vote, irrespective of the
number of votes that person would otherwise be entitled to exercise. On a poll, every holder of ordinary shares shall be entitled
to one vote per ordinary share held.
	Shareholders who have dematerialised their shares, other than those shareholders who have dematerialised their shares with
“own name” registration, should contact their Central Securities Depository Participant (“CSDP”) or broker in the manner and
time stipulated in their agreement:

2.

INTRODUCTION

	RFG has worked with consultants to design an appropriate long-term (share-based) incentive plan which is in line with global best
practice, and emerging South African practice, and which serves to promote the required attributes of shareholder alignment,
retention of key talent and long-term, sustained performance, all in what may become an increasingly more difficult and volatile
market. This Plan will form an integral part of RFG’s reward strategy.
	Certain of the executives were, prior to listing, participating in a cash settled-long-term incentive plan which offered both
appreciation units and performance units. No further offers will be made in terms of this legacy scheme, although its rules allow
for the offers already made to continue to run their course through any change of control to the point of vesting.
	The rules pertaining to the Plan (“Rules”) have been approved by the JSE and it is the intention that the Plan will be implemented
in two phases:
1.	A first phase in which offers will be made prior to shareholder approval having been obtained, with shares being settled only
by the acquisition of RFG shares in the market on behalf of participants, or in cash (“Phase 1”) and thereafter
2.	A second phase which will commence if and only once the Rules have been finally approved by ordinary resolution supported
by at least 75% of the votes exercised thereon in terms of Schedule 14 of the JSE Listings Requirements at the annual general
meeting of RFG (“Phase 2”).

• to furnish them with their voting instructions; or
• in the event that they wish to attend the meeting, to obtain the necessary authority to do so.
Shareholders or their proxies may participate in the meeting by way of a teleconference call and, if they wish to do so:

PURPOSE

• will be required to provide reasonably satisfactory identification; and

	It is RFG’s intention in the main to equity settle on vesting and exercise, but no such settlement will be undertaken via the
allotment and issue of shares by RFG, or the use of treasury shares, unless and until such time as the requisite shareholder
approval has been obtained.

• will be billed separately by their own telephone service providers for their telephone call to participate in the meeting.

3.

• must contact the Company Secretary: alun@statucor.co.za or +27 21 460 6477;

	Please note that shareholders or their proxies will not be entitled to exercise voting rights at the meeting by way of teleconference
call; a shareholder or proxy has to be physically present at the meeting in order to vote.

GENERAL DESCRIPTION OF THE PLAN

	Under the Plan executives and selected managers of RFG and its subsidiaries will be offered annually a weighted combination
from:
• Allocations of Share Appreciation Rights (equity settled);

Voting exclusions
	Equity securities held by a share trust or scheme, and unlisted securities will not have their votes taken into account at the
Annual General Meeting for the purposes of resolutions proposed in terms of the JSE Listings Requirements.
Proof of identification required

• Conditional awards of (full value) Performance Shares; and
• Grants of (full value) Restricted Shares.
Share Appreciation Right element

	In terms of the Companies Act, any shareholder or proxy who intends to attend or participate at the Annual General Meeting must
be able to present reasonably satisfactory identification at the meeting for such shareholder or proxy to attend and participate
at the Annual General Meeting. A green bar-coded identification document issued by the South African Department of Home
Affairs, a driver’s licence or a valid passport will be accepted at the Annual General Meeting as sufficient identification.
By order of the Board

	Annual allocations of Share Appreciation Rights will be made to executives and selected managers. They will vest (be available
to be settled), subject to the fulfilment of specified performance criteria, in equal thirds no earlier than the third, fourth and fifth
anniversaries of their allocation but need not be exercised until the seventh anniversary, at which time they must be exercised or
they will lapse.
	On settlement, the value accruing to participants will be the appreciation of RFG’s share price. Settlement will be, at the discretion
of the Board, via the acquisition of shares in the market on behalf of participants, or (subject to whether the Plan is in Phase 1
or Phase 2 as described above) allotment and issue to participants, or by the payment of cash of equivalent value.
	The performance criteria to govern the vesting of Share Appreciation Rights will be determined by the Board and communicated
in Allocation Letters to participants. On approval of the Plan, and until further notice, the metric to govern vesting of share
appreciation rights will be that there must be at least a real growth (=> to CPI plus GDP growth plus a premium) of fully diluted
headline earnings as a prerequisite for vesting.

Alun Rich
On behalf of Statucor (Pty) Ltd
Company Secretary

	Notwithstanding the progress to and passing of the vesting dates, vesting will only occur when, and will need to await, the
achievement of a CAGR in fully diluted headline earnings above the threshold cited above.

4 December 2015

Full value shares
	When a participant exercises a Share Appreciation Right the value that accrues to the individual is the positive gain (appreciation)
of the underlying share above the strike price. Full value shares differ in that there is no strike price; the full value of the share
accrues to a participant on vesting.
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	As such full value shares are not so reliant on share price growth, and not so sensitive to the volatility of share prices, the timing of
offers and the external factors that can drive share prices more so than company performance. They do however lend themselves
to be governed by performance metrics that govern vesting (Performance Shares) and granting (Restricted Shares).
Performance Share element
	Annual conditional awards of Performance Shares will be made to executives. Performance Shares will vest on the third
anniversary of their award, to the extent that RFG has met specified performance criteria over the intervening period. Essentially
the value per share that vests is the full value of the share (there is no strike price), but the number of shares that will vest will
depend on whether RFG’s performance over the intervening three-year period has been, on target, an underperformance, or an
overperformance, against the target(s) set at award date.
	The performance criteria to govern the vesting of Performance Shares will be determined by the Board and communicated in
Award Letters to Participants. On approval of the Plan, and until further notice, the metric to govern vesting will be determined in
terms of a weighted combination of a target Return on Net Assets (“RONA”), and the company’s comparative Total Shareholder
Return (“TSR”) in relation to a comparator group.
	The RONA targets will not be disclosed as their disclosure might be interpreted as a forward looking disclosure, but they will be
targeted in terms of:
•	A minimum Threshold RONA, the achievement of which over the three-year performance period (or any lesser performance)
will result in zero vesting;
•	A Targeted RONA, the achievement of which over the three-year performance period will result in the targeted number of
Performance Shares vesting;
•	A Full Maximum RONA, the achievement of which over the three-year performance period (or any greater performance) will
result in three times the targeted number of Performance Shares vesting.
RONA performances between these three points will result in pro-rated vesting.
	TSR is defined as the increase in market value of a portfolio of shares on the assumption that dividends are reinvested. The
design intention is to select a comparator group which represents an alternative portfolio of investments that the shareholders of
RFG could make, and which in aggregate are likely to be similarly affected by the same external influences.
	An illustration of performance vesting is shown below in Table 1, using a comparator group based on the constituent companies
of the Food Producers’ Index.
Table 1

•	If RFG’s TSR over the three-year period places it in seventh position (approximate median), or alternatively the weighted
by market cap index of the group, then the targeted number (one-third of the maximum number) of Performance Shares
awarded will vest.
•	If RFG’s TSR over the three-year period places it in third position (approximate upper quartile) or better, then the maximum
number (three times the targeted number) of Performance Shares awarded will vest.
•	If RFG’s TSR over the three-year period places it in 12th position (approximate lower quartile) or worse, then all Performance
Shares awarded will be forfeited.
•	If RFG’s performance over the three-year period lies between any of the above points, then a pro-rated number of Performance
Shares will vest.
	No retesting against the performance criteria will be allowed. Any Performance Shares which do not vest at the end of the threeyear period will be forfeited.
	Performance Shares closely align the interests of shareholders and executives by rewarding superior shareholder and financial
performance in the future. Performance Shares will be awarded predominantly to senior executives who can influence and
impact long-term strategic performance.
	Settlement of the appropriate number of shares will be, at the discretion of the Board, via the acquisition of shares in the market
on behalf of participants or (subject to whether the Plan is in Phase 1 or Phase 2 as described above) allotment and issue to
participants, or by the payment of cash of equivalent value.
	Restricted Share element
	On an annual basis, executives and senior managers will receive a grant of Restricted Shares. The value of Restricted Shares
granted will be linked to the annual cash bonus scheme in a share-based derivative of bonus matching:
• Matching, according to a specified ratio, the actual annual cash incentive accruing to the executive.
• Standard matching ratios will be set for each grade, based on:
		 – The on-target bonus percentage for the grade; and
		 – The required balance within the offers of full value shares between Performance Shares and Restricted Shares.
		Note the standard matching ratio (although designed in relation to the on-target bonus) will be applied to the actual bonus
achieved, irrespective of how this relates to on-target bonus.
	Restricted Shares will vest after three years, and will provide shareholder alignment and share-based retention to those senior
managers who through their performance on an annual basis have demonstrated their value to RFG.

Vesting versus TSR positioning with respect to comparator group
Percentage of award performance shares vesting

The performance curve in Table 1 above illustrates the following relationships:

300

	Settlement will be, at the discretion of the Board, via the acquisition of shares in the market on behalf of participants or (subject
to whether the Plan is in Phase 1 or Phase 2 as described above) allotment and issue to participants, or by the payment of cash
of equivalent value.
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The combined elements of the hybrid Share Plan

200

	It is firmly believed that the combining of the Share Appreciation Right element with a full value share plan element (in its two
variations) will serve to reward the required attributes of shareholder alignment, retention of key talent and long-term, sustained
performance, as well as share price growth.
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	Offers will be governed by RFG’s reward philosophy and strategy (pay mix), in which (inter alia) the “expected value” or “target
reward” of incentive reward is set for defined categories of executives and senior management.
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TSR positioning with respect to constituent members of the Food Producers’ Index

Performance shares

	Expected Value/Target Reward is defined as the present value of the future reward outcome of an Allocation/Award/Grant, given
the targeted future performance of RFG and of its share price. It should not be confused with the term “fair value” which is used
when establishing the accounting cost for reflection in a company’s financial statements. Neither should it be confused with the
term “face value” which is used to define the current value of the underlying share at the time of allocation/award/grant.
	It is envisaged that the combined, weighted implementation of the above long-term incentive elements will ensure that RFG
is competitive in annual and share-based incentives, and that executives share a significant level of personal risk with RFG’s
shareholders.
	Please note that the apparent complexity results from the conjunction of three separate elements into one integrated whole.
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4.

ADMINISTRATION OF THE PLAN

	The Remuneration Committee, acting on behalf of the Board, will ultimately be responsible for the administration of the Plan, but
may delegate these functions to the HR Department and/or the Secretary.

5.

SETTLEMENT

	It is envisaged that settlement will be via shares (equity settlement) for all elements, although the documentation will allow
for either equity or cash settlement at the Board’s discretion. In equity settlement, the documentation will also allow for
settlement to be via allotment and issue or use of treasure shares (resulting in shareholder dilution) or acquisition of shares in
the open market on behalf of participants. Note however that equity settlement resulting in dilution will be implemented only
once the Plan has been approved by RFG shareholders in accordance with Schedule 14 of the JSE Listings Requirements
(e.g. Phase 2).

6.

		If employment is terminated for no fault reasons, then the Performance Shares will be pro-rated for the time period until the
termination date and as if the target performance criteria had been met at date of termination, and then settled, unless the
Board determines otherwise.
		 If employment is terminated for fault reasons, then the Performance Shares will be cancelled.
		 Restricted Shares
		If employment is terminated for no fault reasons, then the Restricted Shares will settled in full, unless the Board determines
otherwise.
		 If employment is terminated for fault reasons, then the Restricted Shares will be cancelled.
c. Change of Control

ELIGIBILITY

	Any executive or manager of RFG or its subsidiaries may be selected by the Board to be participants in the Plan. It is envisaged
that all executives and senior managers will receive, on an annual basis, allocations in terms of the Share Appreciation Right
element and awards in terms of the Performance Share element. Additionally, grants in terms of the Restricted Share element
will be made to the extent that the affected participant is actually entitled to receive a matching addition to the annual incentive
bonus earned and accruing in the immediately preceding financial year.

7.

		 Performance Shares

LEGAL AND REGULATORY PROVISIONS

	The Rules will govern the rights, entitlements and responsibilities of all parties once the Plan has been approved and offers have
been made. The most material ones are summarised below.
a. Limitation
		The maximum number of shares to be acquired by participants under the Plan and any other plan is not to exceed
2 210 000 (two million two hundred and ten thousand) Shares, currently representing 1% of issued share capital; and for
any one participant in terms of the Plan and any other plan is not to exceed 552 500 (five hundred and fifty-two thousand
five hundred) Shares, currently representing 0.25% of issued share capital.
		In the application of the above limits, shares which have been acquired through the market on behalf of participants shall not
be taken into account.
		Any shares which are not subsequently issued or transferred to any participant, for example as a result of a forfeiture, shall
revert back to the Plan.
b. Termination of employment
		Termination of employment is based on the definition of no fault termination versus that of fault termination. No fault
termination is the termination of employment of a participant by RFG or another member of the RFG group employing such
participant (“Employer Company”) by reason of:
		 • death;
		 •	injury, disability or ill health, in each case as certified by a qualified medical practitioner nominated by the relevant
Employer Company;
		 • dismissal based on operational requirements as contemplated in the Labour Relations Act;
		 • retirement on or after his/her retirement date;
		 • a mutually agreed termination of employment; or
		 • the Employer Company by which he/she is employed ceasing to be a member of the RFG group;

		“Change of Control” is defined as all circumstances where a party (or parties acting in concert), directly or indirectly, obtains:
		 • beneficial ownership of the specified percentage of 35% or more of RFG’s issued shares; or
		 • control of the specified percentage or more of the voting rights at meetings of RFG; or
		 • the right to control the management of RFG or the composition of the Board; or
		 • the right to appoint or remove directors holding a majority of voting rights at Board meetings; or
		

•	the right to control the business or undertaking of RFG through a merger or consolidation with any other business or entity,
or upon a sale of the whole or a major part of the RFG’s assets or undertakings; or

		 • the de-listing of RFG from the JSE.
		If RFG undergoes a Change of Control, other than a de-listing, then the rights (whether conditional or otherwise) in and to any
outstanding allocations or awards will, to the extent necessary, be accommodated on a basis which shall be determined by
the Board to be fair and reasonable to participants.
		 If the Change of Control is of the nature of a de-listing then accelerated vesting as for a no fault termination will result.
d. Consideration payable by participants
		 There shall be no consideration payable by participants for any allocation, award or grant.
e. Definition of fair market value
		Fair market value in relation to a Share on any particular day shall be the volume weighted average price of a Share on the
JSE over the 10 trading days immediately prior to the day in question.
f. Voting and dividend rights
		No shares (or rights associated thereto) shall be transferred or issued to participants pursuant to an allocation, award or grant,
nor shall a participant have any expectation of earning any dividends (or other distributions made) and shall have no right to
vote in respect of any offer, unless and until settlement occurs.
g. Basis upon which awards are made
		Offers will be governed by RFG’s reward philosophy and strategy, taking into consideration, inter alia, a participant’s current
status, his/her role and current remuneration, and RFG’s declared Remuneration Policy, which is approved and managed by
RFG’s Remuneration Committee and will be referred to shareholders in general meeting on an annual basis for an advisory
vote. The basis of any specific allocation/award/grant will be set out in the allocation/award/grant letters signed by a participant
at the time of the offer.

		 Fault termination will be a dismissal for misconduct, poor performance or resignation by the participant.
		 The following provisions will apply under circumstances of termination:
		 Share Appreciation Rights
		If employment is terminated for no fault reasons prior to the settlement of Share Appreciation Rights, all Share Appreciation
Rights allocated, whether vested or not, will immediately be settled, unless the Board determines otherwise.
		If a participant ceases to be employed by reason of a fault termination, all Share Appreciation Rights not previously settled
shall be cancelled.
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FORM OF PROXY
Rhodes Food Group Holdings Limited

h. Adjustments
		If RFG undertakes a sub-division or consolidation of securities or capitalisation issue, a special division, a rights issue or
reduction of capital makes any distribution or undertakes any corporate action affecting the rights of its shareholders, then
such adjustments shall be made to the rights of participants as may be determined by the Board to be fair and reasonable
to the participants concerned; provided that any adjustments shall be in accordance with the Rules and be confirmed by the
Auditors to RFG and to the JSE in writing at the time the adjustment is finalised and should give a participant the entitlement
to the same proportion of the share capital as he was previously entitled to.
		Should any participant be aggrieved by such adjustment, he/she may utilise the prescribed dispute procedures. Any
adjustment made must be reported on in RFG’s annual financial statements in the year during which the adjustment is made.
		No adjustments shall be required in the event of the issue of equity securities as consideration for an acquisition, the issue of
securities for cash and the issue of equity securities for a vendor consideration placing.
i. Additional terms and conditions

Incorporated in the Republic of South Africa
(Registration number 2012/074392/06)
Share code: RFG ISIN: ZAE000191979
(“Rhodes Food Group” or “the Company” or “the Group”)
For use only by ordinary shareholders who:
•

hold ordinary shares in certificated form (“certificated ordinary shareholders”); or

•

have dematerialised their ordinary shares (“dematerialised ordinary shareholders”) and are registered with “own-name” registration,

at the 3rd Annual General Meeting of shareholders of Rhodes Food Group to be held at 09:00 on Thursday, 11 February 2016 in the boardroom of the offices
of Rhodes Food Group, Pniel Road, Groot Drakenstein, Western Cape, and any adjournment thereof.
Dematerialised ordinary shareholders holding ordinary shares other than with “own-name” registration who wish to attend the Annual General Meeting must
inform their Central Securities Depository Participant (“CSDP”) or broker of their intention to attend the Annual General Meeting and request their CSDP or
broker to issue them with the relevant Letter of Representation to attend the Annual General Meeting in person or by proxy and vote. If they do not wish to
attend the Annual General Meeting in person or by proxy, they must provide their CSDP or broker with their voting instructions in terms of the relevant custody
agreement entered into between them and the CSDP or broker. These ordinary shareholders must not use this form of proxy.
Name of beneficial shareholder
Name of registered shareholder

		Over and above the above provisions the Rules, which are available for scrutiny at RFG’s head office, make provision for the
following:
		 • Administration of the plan;
		 • Implementation summary in annual accounts;
		 • Share availability for settlement;
		 • Funding of costs;
		 • Participant’s rights in the event of RFG’s insolvency;
		 • Poor performance and disciplinary procedures;
		 • Transfer of participant rights to family entities;
		 • Cancellation of participant rights;

Address
Telephone work (

)

Telephone home (

)

being the holder/custodian of

Cell:
ordinary shares in the Company, hereby appoint (see note):

1.

or failing him/her,

2.

or failing him/her,

3. the Chairperson of the meeting,
as my/our proxy to attend and act for me/us on my/our behalf at the Annual General Meeting of the Company convened for purpose of considering and, if
deemed fit, passing, with or without modification, the special and ordinary resolutions to be proposed thereat (“resolutions”) and at each postponement or
adjournment thereof and to vote for and/or against such resolutions, and/or abstain from voting, in respect of the ordinary shares in the issued share capital
of the Company registered in my/our name/s in accordance with the following instructions:
Number of votes
(one vote per ordinary share)

		 • Participant tax liability;
		 • Listing and legal requirements, and compliance;

Ordinary resolutions

Agenda item

Ordinary resolution 1

Adoption of the annual financial statements

Ordinary resolution 2

Re-election of director – Dr Y Muthien

Ordinary resolution 3

Re-election of director – Mr M Bower

Ordinary resolution 4

Re-election of director – Mr T Leeuw

Ordinary resolution 5

Appointment of Mr M Bower to the Audit and Risk Committee

	The Implementation Policy is to be based on providing annual offers to participants in the Plan that are consistent with RFG’s
targeted Reward Strategy – Pay Mix.

Ordinary resolution 6

Appointment of Mr T Leeuw to the Audit and Risk Committee

Ordinary resolution 7

Appointment of Mr A Makenete to the Audit and Risk Committee

	Stochastic modelling has been used to establish the relationship between the reward impact (individual) and financial impact
(company/shareholder) for the targeted future and, to ensure the robustness of the Plan design and its implementation, under
many and varying future scenarios of company and share price performance.

Ordinary resolution 8

Reappointment of the independent registered auditor

Ordinary resolution 9

Endorsement of the remuneration policy

Ordinary resolution 10

Approval of the Rhodes Food Group 2015 long-term incentive share plan

	The Implementation Policy takes into consideration, inter alia, a Participant’s current status, his/her role and current remuneration,
forms part of RFG’s declared Remuneration Policy, which Policy is approved and managed by RFG’s Remuneration Committee
and referred to shareholders in general meeting on an annual basis for an advisory vote.

Ordinary resolution 11

Control of authorised but unissued ordinary shares

Ordinary resolution 12

Approval to issue ordinary shares

Ordinary resolution 13

Signature of documents

		 • Amendment of the Plan rules;
		 • Strate;
		 • Disputes; and
		 • Profits and losses and termination of the Plan.

8.

IMPLEMENTATION PROVISIONS

Special resolutions

Agenda item

Special resolution 1

Approval of the non-executive directors’ remuneration

Special resolution 2

General approval to acquire shares

Special resolution 3

Loans or other financial assistance to directors and related companies

For

Against

Abstain

For

Against

Abstain

Please indicate instructions to proxy in the space provided above by the insertion therein of the relevant number of votes exercisable.
A member entitled to attend and vote at the Annual General Meeting may appoint one or more proxies to attend and act in his stead. A proxy so appointed
need not be a member of the Company.
Signed at			
Signature
Assisted by (if applicable)
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NOTES TO THE FORM OF PROXY
1.	Summary of Rights Contained in section 58 of the Companies Act, 2008 (Act 71 of 2008), as amended (“Companies Act”)
In terms of section 58 of the Companies Act:
•	a shareholder may, at any time and in accordance with the provisions of section 58 of the Companies Act, appoint
any individual (including an individual who is not a shareholder) as a proxy to participate in, and speak and vote at, a
shareholders’ meeting on behalf of such shareholder;
•	a proxy may delegate his or her authority to act on behalf of a shareholder to another person, subject to any restriction set
out in the instrument appointing such proxy;
•	irrespective of the form of instrument used to appoint a proxy, the appointment of a proxy is suspended at any time and to
the extent that the relevant shareholder chooses to act directly and in person in the exercise of any of such shareholder’s
rights as a shareholder;

10.	The completion and lodging of this form of proxy will not preclude the relevant shareholder from attending the Annual General
Meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof.
11.	Documentary evidence establishing the authority of a person signing the form of proxy in a representative capacity must be
attached to this form of proxy, unless previously recorded by the Company’s transfer secretaries or waived by the Chairperson of
the Annual General Meeting.
12.	A minor or any other person under legal incapacity must be assisted by his/her parent or guardian, as applicable, unless
the relevant documents establishing his/her capacity are produced or have been registered by the transfer secretaries of the
Company.
13.

• any one holder may sign the form of proxy;

•	irrespective of the form of instrument used to appoint a proxy, any appointment by a shareholder of a proxy is revocable,
unless the form of instrument used to appoint such proxy states otherwise;
•	if an appointment of a proxy is revocable, a shareholder may revoke the proxy appointment by: (i) cancelling it in writing,
or making a later inconsistent appointment of a proxy and (ii) delivering a copy of the revocation instrument to the proxy
and to the company; and
•	a proxy appointed by a shareholder is entitled to exercise, or abstain from exercising, any voting right of such shareholder
without direction, except to the extent that the relevant company’s memorandum of incorporation, or the instrument
appointing the proxy, provides otherwise (see note 7).
2.	The form of proxy must only be completed by shareholders who hold shares in certificated form or who are recorded on the
sub-register in electronic form in “own name”.
3.	Shareholders who have dematerialised their shares through a CSDP or broker without “own name” registration and wish to
attend the Annual General Meeting must instruct their CSDP or broker to provide them with the relevant Letter of Representation
to attend the Annual General Meeting in person or by proxy. If they do not wish to attend in person or by proxy, they must provide
the CSDP or broker with their voting instructions in terms of the relevant custody agreement entered into between them and the
CSDP or broker. Should the CSDP or broker not have provided the Company with the details of the beneficial shareholding at
the specific request by the Company, such shares may be disallowed to vote at the Annual General Meeting.
4.	A shareholder entitled to attend and vote at the Annual General Meeting may insert the name of a proxy or the names of two
alternate proxies (none of whom need be a shareholder of the company) of the shareholder’s choice in the space provided,
with or without deleting “the Chairperson of the meeting”. The person whose name stands first on this form of proxy and who
is present at the Annual General Meeting will be entitled to act as proxy to the exclusion of those proxy(ies) whose names
follow. Should this space be left blank, the proxy will be exercised by the Chairperson of the meeting.
5.	A shareholder is entitled to one vote on a show of hands and, on a poll, one vote in respect of each ordinary share held.
A shareholder’s instructions to the proxy must be indicated by the insertion of the relevant number of votes exercisable by
that shareholder in the appropriate space provided. If an “X” has been inserted in one of the blocks to a particular resolution,
it will indicate the voting of all the shares held by the shareholder concerned. Failure to comply with this will be deemed
to authorise the proxy to vote or to abstain from voting at the Annual General Meeting as he/she deems fit in respect of all
the shareholder's votes exercisable thereat. A shareholder or the proxy is not obliged to use all the votes exercisable by the
shareholders or by the proxy, but the total of the votes cast and in respect of which abstention is recorded may not exceed
the total of the votes exercisable by the shareholder or the proxy.
6.	A vote given in terms of an instrument of proxy shall be valid in relation to the Annual General Meeting notwithstanding the
death, insanity or other legal disability of the person granting it, or the revocation of the proxy, or the transfer of the ordinary
shares in respect of which the proxy is given, unless notice as to any of the aforementioned matters shall have been received
by the transfer secretaries not less than 48 (forty-eight) hours before the commencement of the Annual General Meeting.
7.	If a shareholder does not indicate on this form that his/her proxy is to vote in favour of or against any resolution or to abstain
from voting, or gives contradictory instructions, or should any further resolution(s) or any amendment(s) which may properly
be put before the Annual General Meeting be proposed, such proxy shall be entitled to vote as he/she thinks fit.

Where there are joint holders of ordinary shares:
•	the vote(s) of the senior ordinary shareholders (for that purpose seniority will be determined by the order in which the names
of ordinary shareholders appear in the Company’s register of ordinary shareholders) who tenders a vote (whether in person or
by proxy) will be accepted to the exclusion of the vote(s) of the other joint shareholder(s).

14.

Forms of proxy should be lodged with or mailed to Computershare Investor Services Proprietary Limited:
Hand deliveries to:
Computershare Investor Services Proprietary Limited
70 Marshall Street
Johannesburg
2001			

Postal deliveries to:
Computershare Investor Services Proprietary Limited
PO Box 61051
Marshalltown
2107

	to be received by no later than 09:00 on Tuesday, 11 February 2016 (or 48 (forty-eight) hours before any adjournment of the
Annual General Meeting which date, if necessary, will be notified on SENS).
15.	A deletion of any printed matter and the completion of any blank space need not be signed or initialled. Any alteration or
correction must be signed and not merely initialled.
The completion of a form of proxy does not preclude any shareholder from attending the Annual General Meeting.
General
Set out below is additional information regarding quorum requirements and voting rights of shareholders.
Quorum requirements
In terms of the Company’s Memorandum of Incorporation:
	“The quorum for a shareholders’ meeting to begin for a matter to be considered, shall be at least 3 (three) shareholders entitled
to attend and vote and present in person. In addition:
•	A shareholders’ meeting may not begin until sufficient persons are present at the meeting to exercise, in aggregate, at least
25% (twenty-five percent) of the voting rights that are entitled to be exercised in respect of at least one matter to be decided
at the meeting; and
•	A matter to be decided at a shareholders’ meeting may not begin to be considered unless sufficient persons are present at the
meeting to exercise in aggregate, at least 25% (twenty-five percent) of all of the voting rights that are entitled to be exercised
in respect of that matter at the time the matter is called on the agenda.”
Votes of shareholders
	In terms of the Company’s Memorandum of Incorporation every shareholder present at the meeting who is entitled to vote shall
be entitled to 1 (one) vote on a show of hands irrespective of the number of voting rights that person would otherwise be entitled
to exercise. Should the vote be conducted by poll each shareholder present at the meeting in person or by proxy shall be entitled
to vote in accordance with the voting rights associated with the securities held by that shareholder.

8.	The Chairperson of the Annual General Meeting may reject or accept any form of proxy which is completed and/or received
other than in compliance with these notes.
9.	A shareholder’s authorisation to the proxy including the Chairperson of the Annual General Meeting, to vote on such
shareholder’s behalf, shall be deemed to include the authority to vote on procedural matters at the Annual General Meeting.
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SHAREHOLDERS’ DIARY
Annual general meeting

CORPORATE INFORMATION
11 February 2016

Results reporting
Interim results to March 2016
Annual results to September 2016

on or about 23 May 2016
on or about 21 November 2016

Ordinary share dividend
2015 dividend
Last day to trade with dividend included
Date of dividend payment

15 January 2016
25 January 2016

Publication of 2016 Integrated Report

on or about 9 December 2016

Rhodes Food Group Holdings Limited
Incorporated in the Republic of South Africa
Registration number: 2012/074392/06
JSE share code: RFG
ISIN: ZAE000191979
Registered address
Pniel Road, Groot Drakenstein, 7680
Telephone +27 (0)21 870 4000
Postal address
Private Bag X3040, Paarl, 7620
Company secretary
Statucor (Pty) Limited
Auditors and reporting accountants
Deloitte & Touche
Sponsor
Rand Merchant Bank, a division of FirstRand Bank Limited
Transfer secretaries
Computershare Investor Services (Pty) Limited
70 Marshall Street, Johannesburg 2001
PO Box 61051, Marshalltown 2107
Telephone +27 (0)11 370 5000
Directors
Dr Yvonne Muthien* (Chairperson)
Bruce Henderson (Chief executive officer)
Mark Bower*
Thabo Leeuw*
Andrew Makenete*
Tiaan Schoombie (Chief financial officer)
Chad Smart**
Garth Willis**
* Independent non-executive
** Non-executive
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