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RISK FACTORS 

Words used in this section entitled “Risk Factors” shall bear the same meanings as used in the Terms and 

Conditions, except to the extent that they are separately defined in this section or this is clearly inappropriate 

from the context. 

The Issuer believes that the factors described below, which are not set out in any particular order, represent 

key risks inherent in investing in the Notes, but the inability of the Issuer to pay interest, principal or other 

amounts on or in connection with any Notes may occur for other reasons which may not be considered 

significant risks by the Issuer based on information currently available to it, or which it may not currently be 

able to anticipate. Some risks are not yet known and some that are not currently deemed material could later 

turn out to be material. Accordingly, the Issuer does not represent that the statements below regarding the 

risks of holding of any Notes are exhaustive.  

All of these risks could materially affect the Group, its reputation, business, results of its operations and overall 

financial condition. 

The information set out below is therefore not intended as advice and does not purport to describe all of the 

considerations that may be relevant to a prospective investor. 

Investors contemplating making an investment in the Notes should determine their own investment objectives 

and experience, and any other factors which may be relevant to them in connection with such investment. 

RISK ASSOCIATED WITH THE NOTES  

1. RISKS RELATING TO THE ISSUER’S BUSINESS 

For further information on risks facing the Issuer’s business, and the measures in place to mitigate 

these risks, please refer to section of this Programme Memorandum headed “Description of the Issuer 

and the Initial Guarantor”.  

2. RISKS RELATING TO THE ISSUER’S INDUSTRY 

For further information on risks relating to the Issuer’s industry, see the Issuer’s annual report 

incorporated herein by reference and the section of this Programme Memorandum headed 

“Description of the Issuer and the Initial Guarantor”. 
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3. THE NOTES MAY NOT BE A SUITABLE INVESTMENT FOR ALL INVESTORS 

Each potential investor in any Notes must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should: 

3.1. have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the 

merits and risks of investing in the Notes and the information contained or incorporated by 

reference in this Programme Memorandum or any applicable supplement; 

3.2. have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of 

its particular financial situation, an investment in the Notes and the impact such an investment 

will have on its overall investment portfolio; 

3.3. have sufficient financial resources and liquidity to bear all of the risks of an investment in the 

Notes; 

3.4. understand thoroughly the terms of the Notes and be familiar with the behaviour of any 

relevant indices and financial markets; and 

3.5. be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for 

economic, interest rate and other factors that may affect its investment and its ability to bear 

the applicable risks. 

The Notes are complex financial instruments. Sophisticated institutional investors generally do not 

purchase complex financial instruments as stand-alone investments. They purchase complex financial 

instruments as a way to reduce risk or enhance yield with an understood, measured and appropriate 

addition of risk to their overall portfolios. A potential investor should not invest in Notes which are 

complex financial instruments unless it has the expertise (either alone or with a financial and legal 

advisor) to evaluate how the Notes will perform under changing conditions, the resulting effects on the 

value of the Notes and the impact this investment will have on the potential investor’s overall 

investment portfolio. 

4. THERE IS NO ACTIVE TRADING MARKET FOR THE NOTES 

The Notes issued with the Programme Memorandum will be new securities which may not be widely 

distributed and for which there is currently no active trading market. While application may be made 

for the Notes to be traded on the JSE or on such other Financial Exchange(s) as may be determined 

by the Issuer, there can be no assurance that the Issuer will be able to maintain such listing or that a 

trading market will develop for the Notes. If the Notes are traded after their initial issuance, they may 

trade at a discount to their initial offering price, depending upon prevailing interest rates, the market 

for similar securities, general political and economic conditions, the condition of the financial sector, 

the financial condition of the Issuer, the Issuer’s financial performance and future prospects. 
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5. THE NOTES MAY BE REDEEMED PRIOR TO MATURITY 

In the event that the Issuer is obliged to increase the amounts payable in respect of any Notes due to 

any withholding or deduction for or on account of any taxes, the Issuer may redeem all outstanding 

Notes in accordance with the Terms and Conditions. 

In addition, if the Terms and Conditions provide that Notes are in certain circumstances redeemable 

prior to the Maturity Date, the Notes may be redeemed at times when prevailing interest rates may be 

relatively low. In such circumstances, an investor may not be able to reinvest the redemption proceeds 

in a comparable security at an effective interest rate as high as that of the relevant Notes. 

6. RISKS RELATED TO NOTES GENERALLY 

6.1. Change of law 

No assurance can be given as to the impact of any possible judicial decision or change to 

South African law or the law of any other jurisdiction or administrative practice after the listing 

of the Notes. 

6.2. Legal investment considerations may restrict certain investments 

The investment activities of certain investors are subject to legal investment laws and 

regulations, or review or regulation by certain authorities. Each potential investor should 

consult its legal advisors to determine whether and to what extent (a) Notes are legal 

investments for it, (b) Notes can be used as collateral for various types of borrowing and 

(c) other restrictions apply to its purchase or pledge of any Notes. Financial institutions should 

consult their legal advisors or the appropriate regulators to determine the appropriate 

treatment of Notes under any applicable risk-based capital or similar rules. 

6.3. Foreign Exchange Control 

Foreign derived loan capital or equity capital may be introduced into South Africa through a 

formal system of Exchange Control as summarised in the section entitled “South African 

Exchange Control” of this Programme Memorandum. However, unless the prior approval of 

the South African Reserve Bank has been obtained, the proceeds from the sale of assets in 

South Africa owned by a non-resident are not remittable to the non-resident.  

7. FINANCIAL MARKETS 

A prospective investor of the Notes should be aware of the prevailing and widely-reported global credit 

market conditions (which continue at the date hereof), whereby there is a general lack of liquidity in 

the secondary markets for instruments similar to the Notes. The Issuer cannot predict if and when 

these circumstances will change, and if and when they do, whether conditions of general market 

illiquidity for the Notes and instruments similar to the Notes will return in future.   
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DESCRIPTION OF THE ISSUER AND THE INITIAL GUARANTOR  

1. THE ISSUER 

The Issuer, Lewis Group Limited, is a South African public company established on 19 April 2004 and 

listed on the JSE with its head office in Cape Town.  

The Issuer holds 100% (one hundred percent) of the shares in Lewis Stores. This entity is the Initial 

Guarantor to the Programme. 

The Issuer’s operations are carried out by its operating subsidiaries, the 3 (three) most significant of 

which are Lewis Stores, Monarch Insurance and United Furniture Outlets (UFO).  

Lewis Stores is the entity which contains the core operational part of the Issuer’s business being the 

retail of household furniture, electrical appliances and home electronics, sold on credit through the 

Lewis, Best Home and Electric, and Beares brands as detailed below. In addition, the Issuer has 

trading subsidiaries in Botswana, Lesotho, Namibia and Swaziland. 

2. LEGAL STATUS OF THE ISSUER AND GUARANTOR 

Issuer 

The Issuer was incorporated on 19 April 2004 under the laws of South Africa and is regulated under 

the Companies Act. The Issuer is a public company and is listed on the JSE.  

The Issuer’s financial year end is currently 31 March of each year.  

Company secretary   Ntokozo Makomba 

Registration number   2004/009817/06 

JSE code    LEW 

ISIN     ZAE 000058236 

Registered office   53A Victoria Road, Woodstock, 7925 

Postal address    PO Box 43, Woodstock, 7915 

Primary contact:    Ntokozo Makomba 

Contact details of primary contact: Telephone: (021) 460 4469 

     Email address: NtokozoM@lewisgroup.co.za 

 

http://www.lewisgroup.co.za/business/bus_overview.asp
http://www.lewisgroup.co.za/business/bus_overview.asp


 7 

The Guarantor 

The Guarantor was incorporated on 3 October 1946 under the laws of South Africa and is regulated 

under the Companies Act. The Guarantor is a private company. 

The current business operations of the Guarantor comprise the retailing of household furniture and 

allied services, mainly on credit.   

The Guarantor’s financial year end is currently 31 March of each year.  

Company secretary   Ntokozo Makomba 

Registration number   1946/023387/07 

Registered office   53A Victoria Road, Woodstock, 7925 

Postal address    PO Box 43, Woodstock, 7915 

Primary contact:    Ntokozo Makomba 

Contact details of primary contact: Telephone: (021) 460 4469 

     Email address: NtokozoM@lewisgroup.co.za 

3. OWNERSHIP AND CONTROL 

 

Lewis Group 
Limited

Lewis Stores (Pty) 
Ltd (100%)

Lewis Stores 
Botswana (Pty) Ltd

Monarch Insurance 
Company Limited

Lewis Stores 
Namibia (Pty) Ltd

Lewis Stores 
Lesotho (Pty) Ltd

Lewis Stores 
Swaziland (Pty) Ltd

Lewis Insurance 
Services Botswana 

(Pty) Ltd
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Board of Directors 

In line with the recommendations of the King lV Code of Good Corporate Governance (“King IV”), the 

Group has a unitary board structure consisting of 6 (six) non-executive directors and 2 (two) full-time, 

salaried executive directors.  The current composition of the board is as follows: 

Independent non-executive directors 

Hilton Saven  

 Independent non-executive chairman 

 Chairman of the Nomination Committee. Member of the Audit, Risk, Remuneration and Social, 

Ethics and Transformation Committees 

 Appointed June 2004 

 Appointed as chairman in December 2017 

 Other directorships include: Truworths International (chairman), Balwin Properties (chairman), Life 

Vincent Pallotti Orthopaedic Centre and Monarch Insurance Company Ltd. 

Hilton is chairman of Mazars South Africa and serves as Co-CEO of Mazars International, an 

international audit firm operating in 73 (seventy three) countries. He is also the vice-chairman of 

Praxity, a global alliance of independent accounting firms represented in 96 (ninety six) countries. 

 

Fatima Abrahams 

 Chairperson of the Social, Ethics and Transformation Committee. Member of the Audit, Risk and 

Nomination Committees.  

 Appointed September 2005 

 Other directorships include: Clicks Group, The Foschini Group, Iliad Africa and TSiBA Education 

(chairperson). 

 

Fatima is a senior professor in industrial psychology at the University of the Western Cape (UWC) and 

a registered industrial psychologist.  

 

Adheera Bodasing 

 Member of the Audit, Risk, Remuneration and Nomination Committees.  

 Appointed 1 June 2017 

 Other directorships include: Polarity Consulting. 

 

Ms Bodasing practiced as an attorney at both Spoor & Fisher and Edward Nathan Friedland (now 

ENS). She has a background in litigation, copyright and gambling law and was previously chief director 

of legal services at the National Treasury. Ms Bodasing is currently the managing director of Polarity 

Consulting, a legal and lobbying consultancy which she founded in 2007. 
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Daphne Ramaisela Motsepe 

 Member of the Audit, Risk and Nomination, Remuneration and Social, Ethics and 

Transformation Committees. 

 Appointed 1 June 2017  

 Other directorships include: Mercantile Bank, Edcon and Kapela Investment Holdings. 

 

Ms Motsepe is an experienced banking executive and company director. She was formerly chief 

executive of Absa card and unsecured lending at Absa Bank and also served as managing director 

of Postbank. She also serves as a trustee of Alexander Forbes Community Trust, SaveAct and 

CGAP. Ms Motsepe has previously served on the boards of Investec Bank, Thebe Investment 

Corporation and Woolworths Financial Services. 

Alan James Smart  

 Member of the Risk, Remuneration, Nomination and Social, Ethics and Transformation 

Committees.  

 Appointed as a non-executive director in 2009  

 Other directorships include: Monarch Insurance Company Ltd. 

 

Alan served as the chief executive officer of the Lewis Group from 1991 until his retirement in 2009 

when he was appointed as a non-executive director. Alan started his career with Lewis in 1969. During 

this period he held various financial and operational positions including credit director and joint 

managing director. 

 

Duncan Wescott 

 Chairman of the Audit and Risk Committees. Member of the Remuneration and Nomination 

Committees 

 Appointed December 2017  

 Other directorships include: Monarch Insurance Company Limited, Standard Bank Mauritius, 

Shout it Now (NGO). 

Duncan is a retired Partner of PriceWaterhouseCoopers in South Africa and serves on the Board of 

Standard Bank Mauritius as chairman of the audit committee and member of the risk management 

and credit committees. Duncan is also non-executive director of Shout It Now, an NGO focused on 

AIDS awareness, education and testing. 

 



 10 

Executive directors 

Johan Enslin 

 Chief executive officer  

 Member of the Risk, Social, Ethics and Transformation Committee and attends the Audit 

Committee by invitation. 

 Appointed as Chief Executive Officer and director in October 2009  

 Other directorships include: Lewis Stores (Pty) Ltd.  

 

Johan is the Chief Executive Officer of Lewis Group. Prior to this appointment he was Chief Operating 

Officer with responsibility for the retail operations of the group. He joined the Lewis Group as a 

salesman in 1993 and rose rapidly through the ranks, holding positions including branch manager, 

regional controller, divisional general manager, general manager operations and operations director 

of Lewis Stores (Pty) Ltd. 

 

Jacques Bestbier 

 Chief financial officer 

 Member of the Risk Committee and attends the Audit Committee by invitation.  

 Appointed as executive director in April 2018  

 Other directorships include: Lewis Stores (Pty) Ltd 

 

Jacques was appointed as chief financial officer and an executive director of the group 

with effect from 1 April 2018. He has been CFO-designate of the group since June 2017 and 

succeeded Les Davies. Jacques joined the group in 2012 and served as general manager: 

administration prior to his appointment as CFO-designate. An experienced chartered accountant with 

a background in short-term insurance, banking and retail, Jacques also spent six years with the 

Shoprite Group in financial and divisional management roles. 

 

Board of Directors of the Guarantor 

 Johan Enslin 

 Waleed Achmat 

 Jacques Bestbier 

 Leslie Alan Davies 

 Derek Louden 

 Denys Marinus Oliphant 
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The following sections are based on 31 March 2018 published information unless otherwise 

disclosed. 

4. GROUP PROFILE  

Lewis Group is a leading retailer of household furniture and electrical appliances through its trading 

brands: Lewis, Beares, Best Home and Electric, and United Furniture (UFO). Founded in Cape Town 

in 1934, the Lewis Group has been listed on the JSE Limited since 2004. The group employs 8 000 

(eight thousand) permanent staff and is a meaningful contributor to job creation and support of the 

local furniture manufacturing sector. 

The Group has 773 (seven hundred and seventy three) stores across all metropolitan areas and in 

rural South Africa, as well as a strong presence in neighbouring African countries. 

Lewis is the country’s largest furniture chain with 499 (four hundred and ninety nine) stores and is a 

household name in furniture retailing. 

Beares, a well respected brand with a history dating back 80 (eighty) years, was acquired by the group 

in 2014 and currently has 117 (one hundred and seventeen) stores. 

Best Home and Electric was established in 2008 and sells home appliances as well as furniture ranges 

through 126 (one hundred and twenty six) stores. 

United Furniture Outlets (UFO) is a luxury brand cash furniture retailer for the higher income market, 

selling mainly lounge, bedroom and dining room ranges. UFO was established in 2004 and has a 

footprint of 31 (thirty one) stores, mostly in Gauteng. The group acquired the business with effect from 

1 February 2018. 

Lewis and Best Home and Electric target customers in the growing middle to lower income markets in 

the living standards measurement (LSM) 4 (four) to 7 (seven) categories. Beares attracts customers 

in higher LSM (7 (seven) –8 (eight)) markets where the group has traditionally had limited exposure. 

UFO has a value offering to the upper income market, namely LSM 9 (nine) – 10 (ten) +. 

Credit is offered to customers in the traditional retail brands of Lewis, Beares and Best Home and 

Electric and the group has a credit customer base of close to 587 000 (five hundred and eighty seven 

thousand). Credit sales accounted for 65.7% (sixty five comma seven percent) of total sales in the 

reporting period. 

Monarch Insurance, the Group’s short-term insurance Subsidiary, provides insurance cover to 

customers purchasing merchandise on credit. 
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Lewis was one of the first South African retailers to expand into Southern African countries from the 

late 1960s. In 2016 the group acquired a portfolio of 56 (fifty six) stores in Botswana, Lesotho, Namibia 

and Swaziland which doubled the store presence outside of South Africa. There are currently 110 (one 

hundred and ten) stores outside South Africa which collectively accounted for 22.5% (twenty two 

comma five percent) of group merchandise sales in the current financial year. 

 

 

Our values 

Our values are echoed in the Group pledge, which presents a code of behaviour that we stand by, 

having invested much time and focus in bringing it “to life” throughout the business. 

Our pledge 

 We place excellent customer service first; 

 We honour the highest standards of integrity; 

 We value and are committed to our customers; 

 We are totally dedicated to offering quality merchandise;  and 

 We take pride in belonging to the Lewis Group. 
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Our mission 

Our mission is to significantly improve the quality of life of all who are involved with us. We do this in 

the following ways: 

 we have conveniently placed stores countrywide as well as in neighbouring countries 

providing affordable, good quality products to customers who aspire to an improved lifestyle; 

 we provide opportunities for fulfilling career paths in the furniture retail trade. Through 

guidance and training, we strive to develop our employees to their full potential; 

 our employees are motivated through performance-based incentives; 

 we also encourage a culture of “ownership”. For example, branch managers are encouraged 

to run their branches as if they were their own, under the umbrella of the policies and 

procedures of the company; and 

 by conducting our business in an honest and caring manner with excellent customer service 

being a priority, we are recognised in the communities where we operate.  

5. BUSINESS MODEL 

The Group operates a decentralised, store-based business model which has ensured sustainable 

performance through all market conditions. The foundation of the model has evolved over many years 

and is consistently applied throughout the business. 

The model is based on the principle that the sale of furniture and the granting of credit are 

interdependent. The business model is well suited to the Group’s lower to middle income target market 

where customers are reliant on credit to buy products. 

All aspects of the customer relationship are managed by the staff in the stores, except for the granting 

of credit which is managed centrally to ensure consistent decision-making and prudent credit risk 

management. The personal and relationship-based interaction with customers in the stores creates 

trust and confidence while also generating high levels of loyalty and repeat sales. 

This process is supported by leading technology which removes the administrative burden at store 

level and enables real-time management reporting.  

 

The business model was enhanced in 2016 with the launch of a specialist call centre for South African 

stores. The call centre aims to further improve compliance, transparency and oversight of the in-store 

sales and credit application process and limit any potential misunderstandings of the costs, services 

and fees to be paid by customers. The call centre is housed at the company’s head office and employs 

60 (sixty) consultants who are able to engage with customers in English, Afrikaans, Xhosa, Zulu, 

Sepedi, Sesotho, Setswana and Xitsonga. 
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6. STRATEGY AND TARGETS 

The Lewis Group’s strategy is to diversify across retail channels and market segments in the retailing 

of furniture, home appliances, electronic goods and homewares in Southern Africa. the group is 

developing its retail brands to create sustainable shareholder value by offering exclusive merchandise 

to customers across all LSM groups  

Medium-term growth in strategies are developed by executive management and reviewed and 

approved by the board. These growth strategies are developed by taking into account internal and 

external factors, risks and opportunities, resources and relationships, and key interdependencies. 

The strategy is further supported by detailed budgets and forecasts, information technology solutions, 

human capital requirements and operational policies and procedures. 

Material issues and risks that could impact on the Group’s strategy, its stakeholders and its ability to 

sustain growth are reviewed on a continuous basis as part of the strategic planning process. 

Action plans are developed to achieve the strategic objectives and also to manage the material 

impacts on the Group. 

In reviewing the material impacts for the year ahead, the impact of changes to the regulatory 

environment was identified as a matter which will have an impact on the business in the short to 

medium term. These include the capping of customer protection insurance, the affordability 

assessment regulations and insurance regulations. 
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Material Impacts on the business 

Material 

impact 

Performance indicators Achieved Targets 

2018 2018 2019 Medium-

term 

Merchandising 

and supply 

chain 

Gross profit margin (%) 

 

41.4% 38%to 42% 38% to 42% 41% to 43% 

Credit 

management 

 

Debtor costs as a 

percentage of net debtors 

 

17.5% –17% to 20% 15% to 18% 14% to 16% 

Satisfactory paid 

customers (%) 

68.4% –66% to 70% 67% to 70% 70% to 72% 
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Execution of 

business 

model 

Operating profit margin (%) 6.8% 5%to 10% 5% to 10% 12% to 15% 

 Credit sales as a 

percentage of total sales 

65.5%  63% to 66%  56% to 60% 56% to 60% 

      

 Operating costs as a 

percentage of revenue 

(excluding debtor costs) 

3.3% 2% to 4% 3% to 5% 3% to 5% 

Human Capital 

Management  

Skills development: Staff 

trained annually 

7 844 >3 000 >3 000 >3 000 

 Total skills development 

score from B-BEE report 

19.7 18 19 19 

      

7. MERCHANDISE AND BRANDS 

Products are sourced from a wide range of local and international suppliers to ensure that customers 

are offered exclusive product ranges. 

Lewis Group, through all its trading brands, is focused on the retailing of furniture, home appliances 

electronic goods and homewares to customers across all LSM income groups. Lewis continues to 

create distinctive merchandise ranges through its strategic supplier relationships both locally and 

internationally. 
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Merchandise strategy 

The Group’s merchandise strategy is based on the philosophy that customers are attracted into 

stores by the product offer rather than the credit offer. 

The focus is therefore on providing customers with quality, exclusive and differentiated furniture 

ranges. This is achieved through the following: 

 Innovative product sourcing both locally and offshore enables the group to offer customers 

exclusive and distinctive furniture ranges at affordable prices. 

 Added value features and components on products ensures differentiation and enhance the 

perceived value of the merchandise. 

 New furniture ranges are launched twice each year to offer ongoing newness to customers. 

 An electronic merchandise catalogue is displayed in all stores as the complete merchandise 

range cannot be stocked in stores owing to space constraints. Sales staff assist customers to 

navigate their way through the full range on a large touch screen, as well as view all the 

available colour and fabric options. 

It is an active strategy to focus on meeting customer needs and increasing sales of the higher 

margin furniture and appliance product categories. 

0

10

20

30

40

50

60

Furniture Appliances Audiovisiual

5
6
.3

2
6
.4

1
7
.3

5
4
.4

2
7
.9

1
7
.7

Merchandise sales mix %

2017 2016



 18 

Merchandise sourcing 

Products are sourced from a wide range of local and international suppliers to ensure that customers 

are offered exclusive product ranges.  

Products are sourced to meet the specific needs of the Group’s customer base. The offering 

includes branded merchandise which is appealing to this target market, selling more contemporary 

lines in each furniture category to attract younger customers and furniture ranges which are suitable 

for smaller homes. 

Products are supported by local and overseas after-sales service to ensure quality standards are 

maintained. Before consignments are despatched from suppliers a sample of all imported products 

are assembled and tested for quality purposes. 

Supply chain and distribution 

The Group’s supply chain model is based on merchandise being delivered directly by suppliers to 

stores. The Group does not operate distribution centres or centralised warehouses. Each store has a 

storage facility which is located close to the store, generally in an area with lower rentals than retail 

space. Stores have their own delivery vehicles and can affect all deliveries to customers. This 

strategy has many benefits as it limits the build-up of obsolete stock and reduces mark-downs. It 

also significantly improves service levels as stores are able to make an average of 90% (ninety 

percent) of deliveries within 24 (twenty four) hours of the sale. 

Trading Brands 

 

  
 

Overview and 

customer offering 

Lewis is South Africa’s 

largest furniture brand. 

Stores sell a range of 

household furniture, 

electrical appliances and 

home electronics to 

customers in the LSM 

4 (four) to 7 (seven) target 

market. 

 

Stores are generally 

located in main streets 

Best Home and Electric is 

a retailer of electrical 

appliances, sound and 

vision equipment and 

selected furniture lines.  

The chain offers branded 

merchandise to its target 

customers in the LSM 

4 (four) to 7 (seven) 

group. 

Beares targets customers 

in the LSM 7 (seven) to 

9 (nine) categories by 

offering more aspirational 

furniture .  

 

Beares focuses on 

offering exclusive and 

innovative range of 

aspirational furniture. 
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and town centres. Each 

store carries a basic range 

of merchandise and 

stores then select a 

further optional range to 

cater for specific markets 

and regional differences.  

Conventional stores 

average 450m² and the 

smaller format stores 

250m². The smaller format 

store, introduced in 2010, 

has enabled the chain to 

gain access to high traffic 

areas at more affordable 

rentals. This store format 

offers customers key 

merchandise lines, with 

the full range available on 

the electronic catalogue 

and display screens in-

store. Lewis now has 

201 (two hundred and 

one) small format stores in 

its portfolio. 

 

The electronic catalogue 

is used extensively to 

market furniture ranges.  

Stores are smaller than 

Lewis stores and average 

150 m², being located 

mainly in high traffic areas 

with high trading 

densities. 

While aimed at a higher 

target market than Lewis,  

and Best Home and 

Electric, Beares applies 

the Group’s business 

model and utilises the 

well-established credit 

infrastructure.  

 

Stores average 430m² 

and are located mainly in 

high traffic areas.  
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Target Market LSM 4 -7 LSM 4 -7 LSM 7 - 8 

Store Profile 

Lewis has 499 (four 

hundred and ninety nine) 

stores, including 68 (sixty 

eight) stores in Botswana, 

Lesotho, Namibia and 

Swaziland 

Best Home & Electric has 

126 (one hundred and 

twenty six) stores, 

including 5 (five) stores in 

Swaziland 

Beares has 117 (one 

hundred and seventeen) 

stores including 37 (thirty 

seven) 

 

UFO is an independent cash venture retailer with a retail footprint of 31 (thirty-one) stores. It sells a variety 

of furniture, including lounge, bedroom and dining room products. UFO is recognised as a luxury brand with 

a value offering to the upper consumer spectrum, namely LSM 9 (nine)– 10 (ten)+. The business was 

established in 2004 and currently more than half of its stores are located in Gauteng. On 1 February 2018, 

Lewis Stores (Pty) Ltd obtained control of UFO. 

 

The retail chains are supported by Monarch Insurance, the Group’s short-term insurer, which offers a 

range of optional short-term insurance products to customers purchasing merchandise on credit. 

Monarch Insurance is registered with the Financial Services Board and operates under a short-term 

insurance licence. Insurance cover is offered for the settlement of customers’ outstanding debt in the 

event of death, permanent disability, retrenchment and the replacement of goods as a result of accidental 

loss, such as fire, theft or natural disaster. 
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8. KEY POTENTIAL RISKS FACING THE BUSINESS 

The board is responsible for the oversight of the risk management process and has delegated 

specific responsibility to the Risk committee.  The committee is responsible for ensuring the Group 

has implemented an effective policy and plan for risk, and that disclosure regarding risk is 

comprehensive, timely and relevant.  

A dedicated chief risk officer is responsible for the risk management process to identify, assess and 

manage potential risks and opportunities that may affect group strategies and objectives. The risk 

management framework includes the risk management policy, risk appetite, relevant responsibilities 

and the risk management plan.  
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The Risk Working Group (“RWG”) is responsible for designing and implementing the risk management 

process and monitoring ongoing progress. Senior executives and line management within each 

business unit are accountable for managing risk in achieving their financial and operating objectives. 

The focus of the risk management process is on strategic and key operational risks. A top-down 

approach is applied by the business units in the Group in assessing the risks twice a year.  The RWG 

reviews the registers with a focus on: 

 completeness of risks identified across the Group; 

 causes of the risks; 

 the residual risk ratings; 

 the tolerance levels based on the risk indicators; and 

 the need for further management action. 

The RWG also develops the risk appetite and obtains board approval through the risk and audit 

committees. Senior executives and line management are responsible for implementing the risk 

appetite and reporting any material deviations above the approved threshold limits. 

 

The risks identified by the business units are consolidated by category of risk into a group register and 

the results of the group risk assessment are reported to the Risk Committee of the Group and the 

Audit and Risk Committee of Monarch Insurance.  

 

The group’s external insurance and self-insurance programmes cover a wide range of risks. The 

insurance levels and insured events are reviewed annually to ensure adequate cover and amended 

after taking into account changed processes and emerging risks. 

A summary of our strategic objectives, key risks and management action plans is presented in the 

following table:  
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Regulatory environment 

Strategic objective Key risks 

Ensure compliance with relevant legislation 

and regulation, and limit impact of 

legislative changes on margins and 

profitability 

 Sanctions for regulatory non-

compliance 

 Changes in legislation and regulations 

could adversely affect margins and 

profitability 

Management action plans 

 Monitor existing compliance and proposed legislation, and identify potential impacts 

on the business 

 Engage with regulators on draft legislation and regulations 

 Formal submissions to regulators in response to proposed changes in legislation 

 Ensure business is operating efficiently to maintain margins and profitability 

 Identify alternate sources of revenue should legislative changes impact sales and 

profitability  

Execution of business model 

Strategic objective Key risks 

Effective execution of the Insurance 

business 

 Inability to respond effectively to the 

ongoing regulatory changes 

 Business model dependence on core 

Lewis business 

Management action plans 

 Monitor uptake of existing insurance products 

 Ongoing monitoring of regulatory compliance 

 Task team focused on implementing new insurance legislation and licensing 

requirements 

Strategic objective Key risks 

Effective execution of the decentralised 

customer focused retail business model  

 Poor execution of the strategies and 

procedures of the business model by 

management 

 Insufficient experienced operational 

staff 

 Unsecured lending 

 Regulatory environment 

Management action plans 

 Diversification strategy 

 Focus on re-serve programme and local promotions  

 Offering exclusive value for money merchandise 

 Provide quality customer service 
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 Focus on stable store management through training, recruitment and selection 

strategies 

 Expanding store footprint, focusing on smaller stores with electronic catalogue 

 New customer acquisition initiatives 

 Monitoring competitor activity 

 Engagement with various regulators 

Credit management 

Strategic objective Key risks 

Optimise the quality of the debtors’ book by 

reducing debtor costs through improved 

collections and regular updating of 

scorecards.  

 Inability to maintain optimal quality of 

debtors’ book owing to the high levels 

of unemployment , the impact of 

unsecured lending in market and the 

overall challenging economic 

environment 

Management action plans 

 Ongoing focus on collections productivity and efficiency 

 Customer segmentation and credit limit strategies 

 Reward best rated credit customers 

 Focus on increasing satisfactory paying customers 

 

Merchandising and supply chain 

Strategic objective Key risks 

Maintain competitive advantage and 

targeted margin by sourcing exclusive, 

quality merchandise both locally and 

offshore 

 Suppliers and distribution partners 

performing below standard 

 Lack of depth in supplier base 

 Volatility of exchange rate impacting on 

margin, pricing and planning 

Management action plans 

 Develop new products and offers for regular launches  

 Ensure reliable back-up supplier channel 

 Increase exclusive appliance brands 

 Continue to invest in enterprise development with local suppliers 

 Manage inventory levels against budget 

 Purchase forward cover to hedge against risk of foreign currency fluctuations  
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Capital management 

Strategic objective Key risks 

Efficient management of financial risks and 

the liquidity requirements of the business  

 Inefficient capital management could 

impact on profitability and returns to 

shareholders  

Management action plans 

 Ensure access to capital at all times 

 Efficient allocation of capital  

 Invest in the organic growth of the business 

 Return funds to shareholders through dividend payments  

 Manage currency exposure and risk 

 

Human capital management  

Strategic objective Key risks 

Ongoing development of staff for 

management positions; retention of current 

management and attract competent 

individuals as required  

 Inability to attract, develop and retain 

suitable staff for executive and 

operational management positions. 

Management action plans 

 Training and development programmes  

 Remuneration retention schemes 

 Focused recruitment and selection practices  

 Transformation through black economic empowerment  

 Rollout ethics programme to branch staff 

 

 

Information technology 

Strategic objective Key risks 

Develop and maintain industry-leading 

information systems 

 Unavailability of main operating 

systems 

 Outdated software solutions 

 Loss of data due to exposure of 

systems to mobile devices and various 

interfacing systems  

 Unauthorised access to sensitive 

corporate data and customers personal 

information 

 Cyber attacks 
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Management action plans 

 Monitor IT governance processes across the business through the IT Steering 

Committee 

 Regular review and implementation of hardware and software solutions to improve 

productivity and assist management in achieving strategic objectives 

 Maintain and enhance the Group’s Information Security Management System (ISMS) 

 Real time network monitoring 

 Maintain and enhance cybersecurity solutions 

 Ongoing system implementation audits 

 

9. CORPORATE GOVERNANCE 

The Group is committed to the highest standards of corporate governance based on the principles of 

integrity, transparency and accountability in its dealings with all current and future stakeholders.  

Governance structures and processes across the group are regularly reviewed to not only meet 

legislative and regulatory compliance, but to ensure ongoing sustainability and the creation of long-

term shareholder value and benefits for all stakeholders. 

The Group has adopted the recommendations of the King Report on Corporate Governance (King IV) 

and implemented the changes required by the Companies Act (Act 71 of 2008, as amended) which 

came into effect on 1 April 2017. 

Application of King lV principles 

In the 2018 financial year, the Lewis Group reviewed and assessed its adherence to the 16 applicable 

principles of the King IV Code of Corporate Governance (“King IV”). A gap analysis was undertaken 

and the board appointed a King IV sub-committee to address areas in relation to King IV. The sub-

committee comprised the chairman of the audit committee, two independent non-executive directors, 

the CEO, CFO and members of management.  

The board confirms that its primary governance roles and responsibilities are to: 

 Steer and set the strategic direction of the group, 

 Approve policy and planning, 

 Oversee and monitor; and, 

 Ensure accountability. 

Compliance of the Lewis Group’s adherence to King IV shall be available on the website of the Issuer 

at http://www.lewisgroup.co.za/wp-content/uploads/2018/09/Lewis-Group-2018-King-iv-principles-

issued.pdf.  

http://www.lewisgroup.co.za/wp-content/uploads/2018/09/Lewis-Group-2018-King-iv-principles-issued.pdf
http://www.lewisgroup.co.za/wp-content/uploads/2018/09/Lewis-Group-2018-King-iv-principles-issued.pdf
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Governance Structure 

The following board and committee structure is currently in place for the Group. 

 

The Group’s Corporate Governance report is provided on pages 74 (seventy four) to 86 (eighty-six) of 

the 2018 Integrated Annual report.  

10. REGULATORY ENVIRONMENT 

The Group operates in a highly regulated environment and accordingly compliance with all applicable 

legislation, regulations, standards and codes is an essential characteristic of the Group culture and is 

of utmost importance to the Group. The board monitors compliance with these by means of 

management reports, which include information on any significant interaction with key stakeholders, 

including the National Credit Regulator. The Group is not a deposit taking institution and therefore 

does not fall under the ambit of the Banks Act. 

The following are the major legislative frameworks, regulations and codes that affect the Group: 

National Credit Act, Act No. 34 of 2005 (“NCA”) 

The NCA came into effect on 1 June 2007and it provides for the regulation of credit and credit 

providers in South Africa. The NCA requires certain persons who provide credit to consumers under 

credit agreements to which the NCA applies to register with the National Credit Regulator (“NCR”). 

The NCR is a body established under the NCA to ensure compliance with its provisions. In relation to 

the granting of credit, the NCA regulates amongst other things: 

 standards regarding the advertising of credit; 

 the procedure for granting credit, and financial history/affordability analysis; 
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 the documentation required to grant credit; 

 minimum lending criteria; 

 rules regarding the calculation of interest;  

 maximum allowable interest rate and administration fees; 

 the reporting to, and receipt of consumer credit information from credit bureaus and the NCR; 

 insurance that is sold in relation to credit agreements (credit insurance); 

 the protection of consumer rights and the prohibition against discriminatory practices; and 

 the prevention of the granting of reckless credit. 

Also included in the NCA are the provisions and procedures relating to debt counselling and debt-

restructuring. 

Financial Services Board (“FSB”) 

The FSB is an independent institution established by the Financial Services Board Act 97 of 1990, to 

oversee the South African Non-Banking Financial Services Industry in the public interest. The FSB is 

committed to the fair treatment of both users and providers of financial products and services in South 

Africa. 

Short-term Insurance Act, 53 of 1998 (“Short-term Insurance Act”) 

The Short-Term Insurance Act provides for the registration of short-term insurers, for the control of 

certain activities of short-term insurers and intermediaries and for matters connected therewith. 

Competition Act, 89 of 1998 (“Competition Act”) 

The Competition Act provides for the establishment of a Competition Commission responsible for the 

investigation, control and evaluation of restrictive practices, abuse of dominant position and mergers 

and for the establishment of a Competition Tribunal responsible to adjudicate such matters and for the 

establishment of a Competition Appeal Court and for related matters thereto. 

New Companies Act, 71 of 2008 (“Companies Act”) 

The Companies Act has the stated objective to reform South Africa’s company laws in order to simplify 

the existing regime, increase flexibility, ensure corporate efficiency, and provide transparency and 

accountability as well as predictable regulation of companies. 

Some of the key changes introduced by the Companies Act are in the areas of institutional reform, 

company categorisation, company formation, accountability and transparency, corporate finance, 
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shareholder provisions, director’s duties and board governance, fundamental transactions, takeovers 

and share purchases, the introduction of the concept of business rescue, remedies and enforcement. 

The Consumer Protection Act, 68 of 2008 (“CPA”) 

The CPA came into effect on 1 April 2011. The CPA aims to promote a fair, accessible and sustainable 

marketplace for consumer products and services and, for that purpose, to establish national norms 

and standards relating to consumer protection. The CPA applies to the marketing, sale and delivery 

of consumer goods and services, and it codifies a set of consumer rights into law, namely the right to: 

 equality in the consumer marketplace; 

 privacy; 

 choose; 

 disclosure and information; 

 fair and responsible marketing; 

 fair and honest dealing; 

 fair, just and reasonable terms and conditions; and 

 fair value, good quality and safety. 

Protection of Personal Information Bill (“POPI”) 

The draft POPI was published for comment in 2009, and the amended Bill is currently awaited. POPI, 

in its current form, aims to promote the protection of personal information of individuals processed by 

public and private bodies. When POPI comes into force it is expected that it will provide for the 

comprehensive regulation of all aspects of the collection, use, disclosure, storage of and access to 

“personal information”. It is anticipated that POPI will introduce into law 8 (eight) Information Protection 

Principles, namely: 

 processing limitation; 

 purpose specification; 

 further processing limitation; 

 information quality; 

 openness; 

 security and safeguards; 
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 individual participation; and 

 accountability. 

Financial Advisory and Intermediary Services Act, 37 of 2002 (“FAIS”) 

FAIS legislation impacts on the financial services industry and aims to regulate the giving of advice 

and intermediary services supplied to consumers. All financial services providers are required to be 

registered with the FSB. 

FAIS aims to protect consumers of financial services and products, as well the industry and 

intermediaries. Service providers are required to be trained in order to provide appropriate advice to 

consumers as well as ascertain their financial needs and to also assist consumers in making informed 

financial choices. 

Financial Intelligence Centre Act, 38 of 2001 (“FICA”) 

The regulatory framework of FICA requires 'know your client', record-keeping and reporting obligations 

for institutions. It also requires accountable institutions to develop and implement internal rules to 

facilitate compliance with these obligations. 

The Financial Intelligence Centre was established in order to identify the proceeds of unlawful activities 

and to combat money laundering activities. The Financial Intelligence Centre aims to meet its 

objectives by making information collected by it available to investigating authorities such as (the South 

African Police Services (SAPS), the National Prosecuting Authority (NPA) through the Directorate of 

Special Operations and the Asset Forfeiture Unit, the intelligence services and the South African 

Revenue Service (SARS). The Financial Intelligence Centre also exchanges information with similar 

bodies in other countries. 

Debt Collectors Act, 114 of 1998 

This legislation provides for the exercise of control over the occupation of debt collectors amend as 

well as legalising the recovery of fees or remuneration by registered debt collectors; and to provide for 

allied issues in connection with debt collectors. 

11. FINANCIAL PERFORMANCE 

The Group’s financial performance is provided in the Chief Financial Officer’s report on pages 30 

(thirty) to 33 (thirty three) of the 2018 Integrated Annual Report.  This report should be read together 

with the 2018 Annual financial statements. 
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The Group achieved or exceeded all the targets set for the 2013 financial year.  These key financial 

and operating targets are:  

Performance indicators   Target Achieved 

Gross profit margin (%)  38% to 42% 41.4% 

Debtor costs as a % of net debtors  17% to 20% 17.5% 

Satisfactory paid customers (%) 66% to 70% 68.4% 

Operating profit margin (%)  5% to 10% 6.8% 

Credit sales as a % of total sales 63% to 66% 65.7% 

Increase in operating costs (excluding 

debtor costs) (%) 
2% to 4% 3.3% 

Gearing ratio (%)  Zero 29.9 
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SOUTH AFRICAN EXCHANGE CONTROL 

Words used in this section headed “South African Exchange Control” shall bear the same meanings as used 

in the Terms and Conditions, except to the extent that they are separately defined in this section or this is 

clearly inappropriate from the context. 

The information below is intended as a general guide to the position under the Exchange Control 

Regulations as at the date of the Programme Memorandum. The contents of this section headed 

“South African Exchange Control” do not constitute exchange control advice and do not purport to 

describe all of the considerations that may be relevant to a prospective subscriber for or purchaser of 

any Notes. Prospective subscribers for or purchasers of any Notes should consult their professional 

advisors in this regard. 

Non-South African resident Noteholders and emigrants from the Common Monetary Area 

Dealings in the Notes and the performance by the Issuer of its obligations under the Notes and the applicable 

Terms and Conditions may be subject to the Exchange Control Regulations. 

Blocked Rand 

Blocked Rand may be used for the subscription for or purchase of Notes. Any amounts payable by the Issuer 

in respect of the Notes subscribed for or purchased with Blocked Rand may not, in terms of the Exchange 

Control Regulations, be remitted out of South Africa or paid into any non-South African bank account. 

Emigrants from the Common Monetary Area 

Any Individual Certificates issued to Noteholders who are emigrants from the Common Monetary Area will be 

endorsed “emigrant”. Such restrictively endorsed Individual Certificates shall be deposited with an authorised 

foreign exchange dealer controlling such emigrant’s blocked assets. 

In the event that a Beneficial Interest in Notes is held by an emigrant from the Common Monetary Area through 

the CSD, the securities account maintained for such emigrant by the relevant Participant will be designated as 

an “emigrant” account. 

Any payments of interest and/or principal due to a Noteholder who is an emigrant from the Common Monetary 

Area will be deposited into such emigrant Noteholder’s Blocked Rand account, as maintained by an authorised 

foreign exchange dealer. The amounts are not freely transferable from the Common Monetary Area and may 

only be dealt with in terms of the Exchange Control Regulations. 

Non-residents of the Common Monetary Area 

Any Individual Certificates issued to Noteholders who are not resident in the Common Monetary Area will be 

endorsed “non-resident”. In the event that a Beneficial Interest in Notes is held by a non-resident of the 
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Common Monetary Area through the CSD, the securities account for such Noteholder by the relevant 

Participant will be designated as a “non-resident” account. 

It will be incumbent on any such non-resident Noteholder to instruct the non-resident’s nominated or authorised 

dealer in foreign exchange as to how any funds due to such non-resident in respect of Notes are to be dealt 

with. Such funds may, in terms of the Exchange Control Regulations, be remitted abroad only if the relevant 

Notes are acquired with foreign currency introduced into South Africa and provided that the relevant Individual 

Certificate has been endorsed “non-resident” or the relevant securities account has been designated as a 

“non-resident” account, as the case may be. 

Exchange Control – Issuer 

As at the date of this Programme Memorandum, the Issuer does not require exchange control approval for this 

Programme. 


