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EDCON RESULTS FOR THE THREE MONTHS ENDED 27 JUNE 2015 

 

Highlights 

 

Pertaining to the first quarter 2016 compared to first quarter 2015: 

 

 Retail cash sales up 7.4% 
 Gross profit margin up 0.5% to 38.0% 
 Pro forma adjusted EBITDA improved, for the fourth consecutive quarter, by 2.5% to 

R696 million  
 Successful closing of exchange offer will improve liquidity and stabilise balance sheet 

providing a solid base for the future  
 Appointment of the new CEO 
 

JOHANNESBURG, South Africa – 6 August 2015: Edcon today reported financial and 
operating results for the first quarter ended 27 June 2015, announcing that profitability at 
both the EBITDA and gross profit level has again increased. This is the fourth consecutive 
quarter of positive EBITDA growth, which increased 2.5% to R696 million for the quarter, 
while gross profit rose 0.5% to R2.5 billion.   
 
The gross profit margin increased 0.5% to 38.0%, which is largely as a result of improved 
product mix and reduced clearance activity across the Edcon chains. Edgars maintained 
margin while the Discount division increased 1.1% points.  
 
On 29 July 2015, Edcon announced the successful closing of the exchange offer relating to its 
€425 million senior notes due 2019 which was launched on 30 June 2015. Noteholders of 
97.3% of the principal outstanding amount of senior notes participated in the exchange. 
Following the conclusion of this exchange offer, the net cash interest payment obligations will 
decrease by approximately R1 billion, and the Group’s gross cash-pay indebtedness (debt on 
which we cash settle interest) will decrease by approximately R5.6 billion, a decrease in cash-
pay leverage of more than 20%. This significantly improves liquidity and stabilises the balance 
sheet, which creates the platform needed for Edcon’s various stakeholders to take the 
positive operational improvements, effected already, forward. The option of selling certain 
non-core assets, excluding stores, remains available to the Group.  
 
Edcon has announced the appointment of Bernard (Bernie) Brookes as the new CEO, effective 
30 September 2015. This appointment is at an important time for the group, galvanizing 
further operational efforts, following the successful exchange offer. The board has appointed 
Urin Ferndale and Roanne Daniels as joint interim chief executive officers, from 16 August 
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2015 until 29 September 2015. Ms Daniels will oversee the finance and strategy related 
elements of the business and Dr Ferndale will oversee the rest of the business. 
 
Pleasing cash sales over the last quarter grew 7.4%. Total retail sales declined 0.9% for the 
quarter, as a result of credit sales declining a further 10.5%. Declining credit sales have been 
impacting the company’s results since the sale of its trade receivables book, notwithstanding 
a healthy pick up of Edcon’s own, relatively small, trade receivables book. Credit sales now 
contribute 42.0% of total sales, down from 46.5% in the first quarter 2015.  
 
The overall trading environment remains soft as lower economic growth, combined with 
higher inflation, power outages and currency weakness continue to weigh on the consumer 
and the overall macro environment. 
 
The Edcon Group, which increased the total number of stores to 1 527 from 1 500 over the 
quarter with average retail space increasing 4.2% to 1.6 million square metres. 
 
Total costs were well managed, increasing by R108 million, or 7.4%, from R1,467 million to 
R1,575 million, mainly due to well managed manpower costs which increased only 4.1%. 
 
Operating cash inflow before changes in working capital increased by R54 million from R615 
million in the first quarter 2015 to R669 million in the first quarter 2016 mainly due to the 
improved trading performance. 
 
Edgars division: Retail sales in the Edgars division increased by 1.8% for the first quarter 2016 
when compared to the first quarter 2015. Total cash sales growth remained strong, increasing 
10.9%, however credit sales growth declined by 6.4%. Same-store sales were 2.2% lower 
compared to the first quarter 2015. Gross margin was 40.3% for the first quarter 2016, 
consistent with the first quarter 2015, and remains a firm priority to maintain or grow.  
 
Discount division: Total cash sales growth of 7.1% remains sound, while credit sales declined 
by a 17.8%. This division has been the most impacted by the Group’s declining credit sales. 
Total sales were 3.1% lower and same store sales declined by 4.9% for the quarter.  However, 
the gross profit margin sustained its positive trajectory increasing from 34.8% in the first 
quarter of 2015 to 35.9% in the first quarter of 2016. 
 
CNA division: CNA sales decreased 12.9% and same store sales were 12.8% lower for the 
quarter, primarily due to the performance of certain categories and the decrease in average 
space. Gross margin declined marginally to 28.4% for the first quarter 2016 from 29.0% in the 
prior comparable quarter.  
 
African expansion:  Sales from countries in Africa, other than South Africa, grew 3.3% over 
the first quarter 2016, and contributed 11.4% (9.4% excluding Zimbabwe) of retail sales, up 
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from 11.0% (9.3% excluding Zimbabwe) in the prior comparative period. Edcon now has 207 
stores outside of South Africa.  
 
Credit and financial services: A total of R356 million of the net trade receivables book, 
excluding deferred tax, is classified as held-for-sale, and Edcon remains committed to a plan 
to sell the remaining book. Edcon continues rolling out an in-house, National Credit Act 
compliant, credit solution to customers and, following the successful conclusion of the 
exchange offer, securing a more competitive credit proposition remains a priority for 
management.  The in-house trade receivable book grew by approximately R14 million over 
the quarter to R90 million. While this is still relatively small, its performance is proving the 
case for a second look credit provider. 
 
The Group’s capital expenditure decreased by R150 million to R117 million in the first quarter 
2016, from R267 million in the first quarter 2015. Over the last quarter, 42 new stores were 
opened which, combined with store refurbishments, resulted in investments in stores of R57 
million.  The Group remains on track in normalising its capital expenditure programme to 
around R600 million for fiscal year 2016 of which approximately half is expected to be in 
expansion. 
 
Total net debt increased only 1% or R231 million from the end of the fourth quarter 2015, 
and mainly due to currency movements. At the end of the quarter cash and cash equivalents 
were R1 733 million and there was R388 million available for borrowing under the revolving 
credit facility, with a further R1 billion available after the end of the reporting period through 
the signing of the super senior liquidity facility 

– Ends – 

 
Contact details:     
                                   
Edcon 
Debbie Millar 
Executive Investor Relations 
011 495 4086 
dmillar@edcon.co.za  
Vuyo Mtawa 
Edcon Media Relations Manager 
+27 11 495 4244 
vmtawa@edcon.co.za 
 
Aprio / RLM Finsbury 
Communications Advisors to Edcon 
Edcon-external@rlmfinsbury.com  
South Africa: Julian Gwillim 
+27 82 452 4389 
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About Edcon 
Edcon is South Africa’s largest non-food retailer, with a market share of the South African clothing and footwear 
(C&F) market nearly twice that of its nearest competitor, trading through a range of retail formats. The Group 
has grown from opening its first store in 1929, to trading in 1527 stores (as at 27 June 2015) in South Africa, 
Botswana, Mozambique, Namibia, Swaziland, Lesotho, Zambia, Ghana and Zimbabwe. Edcon has been 
recognised in national surveys as one of the top companies to work for in South Africa and continues to make 
significant progress in its equity and transformation goals.  
 
Our retail businesses are structured under three divisions: Edgars division, including Edgars, Boardmans, Edgars 
Active, Edgars Shoe Gallery, Red Square and the Group’s mono-branded stores such as Topshop Topman, Tom 
Tailor, Dune, Lucky, T.M. Lewin, Lipsy, Salsa, River Island, GEOX, Dr. Martens, Vince Camuto, Jessica Simpson, 
Calvin Klein, CR7, Inglot, La Senza and Accessorize whose products, are also available through Edgars stores, 
serves principally middle and upper income markets; Discount division including Jet, JetMart and Legit, serves 
principally middle to lower income markets; and CNA, the Group’s stationery, books, games, movies, music, hi-
tech electronics and mobile retailer. The Edcon Credit and financial services division provides credit and 
insurance products to the Group’s customers.  
 
With the launch of its “Thank U” loyalty programme, Edcon now has the largest retail customer database in 
South Africa with more than 12 million customers, which enables it to provide customers with relevant offers 
across its suite of retail and financial services products; this programme includes all mono-branded stores in 
South Africa. 
 
For more information, please visit the Edcon website: www.edcon.co.za 


