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Strong brands Revenue increase Trading profit
and services that FAD% t 29+
are appealing to consumers O o . O up O . O.
R4.091 billion R467.2 million®
Continued focus
on working capital
improvement
Cash generated from HEPS
operations up 14% to up 13% to
Experienced management R531.4 million” 43.8 cents”

team to navigate impact of
COVID-19 pandemic

Substantial balance
sheet capacity provides liquidity
and growth opportunities

Cash (at year end) of
R829.6 million

Existing businesses
are resilient and provide
platform for future growth
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Scope and boundary

We are pleased to present our stakeholders with the 2020 integrated
annual report for Long4Life Limited and its subsidiaries (collectively
referred to as “Long4Life”, “L4L", “the company” or “the group”).

This is Long4Life’s third integrated annual report and strives to outline
our business performance and those initiatives that we have embarked
on in transitioning, enhancing and growing the group.

The purpose of this report is to provide our stakeholders with a
complete overview of our business, providing insight regarding
the group’s business model, strategy, past performance and
future prospects.

The report also includes all statutory reporting specifically required
relating to financial information. The report further outlines the group's
objectives, and reports on the progress and plan for the next financial
year and beyond.

The report covers both financial and the non-financial performance
and provides related insights.

The reporting information relates to the financial year from

1 March 2019 to 29 February 2020. The contents of this document
address the group’s material issues, and material events after the
reporting date.

The annual report also outlines the group’s business strategy and how
we envisage growing and expanding the group’s portfolio of assets
through an organic and acquisitive business model.

The group currently consists of, and reports on, three divisions as
represented on page 42, 46 and 49.

Materiality

Materiality relates to matters which the board and management believe
are relevant to stakeholders and those which could potentially impact
value creation. This report focuses on those matters and all other issues
that are considered material to the business.

All matters and issues included have been identified and prioritised
after taking into consideration:
o Qur strategy, business model and corporate values

o External factors that could potentially impact the group’s ability to
create value

o Strategic objectives and key business risks
o Key stakeholder engagement

Reporting approach and framework

This report, which includes financial and other information, has been

prepared in accordance with the frameworks listed below:

o King IV Report on Corporate Governance™ for South Africa 2016
(King IV™)

e International Financial Reporting Standards (IFRS)

e The Companies Act of South Africa, No. 71 of 2008, as amended
(the Company Act)

e JSE Limited Listings Requirements

e The International Integrated Reporting Council's <IR> Framework
(the Framework)

Matters were identified using the Framework’s process guidance and
applied to the group based on relevance and materiality.

2 3

Our reporting suite
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Non-financial information provided in this report was not externally assured, other than as indicated below:

Annual Governance
financial statements report

King IV Report &

IFRS & Companies Act Companies Act

Audited by Audit and risk committee
Deloitte & Touche and L4L board

Financial statements

The auditors, Deloitte & Touche have issued their
opinion on the consolidated and separate financial
statements for the year ended 29 February 2020.
Their unmodified report can be found on pages 100

to 103. Any forecast financial information or statement
contained herein has not been reviewed or reported on
by the company’s external auditors.

Assurance

The Long4Llife board is satisfied with the integrity of the
report and the level of assurance applied in the 2020
annual financial statements which have been audited by
the independent external auditor, Deloitte & Touche.

The group is currently in the process of designing and
establishing an internal audit function at group level to
assist and facilitate independent oversight over controls
and control self-assessments performed by management
at each of the divisions.

The board is satisfied with the level of assurance of the
integrated annual report and does not believe that it
should be subject to further external assurance at this
point.

Self-assessments are regularly performed on controls
that have been deemed significant to the operations
and stores, and these have been deemed adequate,
sufficient and appropriate. This process will assist in
the evolution of the combined assurance model being
implemented by the group.

The broad-based black economic empowerment
(B-BBEE) ratings of Long4Life, as well as those of its
subsidiaries, are independently verified by Empowerdex.

Social, ethics and
transformation
committee report

Remuneration
committee report

King IV Report & King IV Report &
Companies Act Companies Act

Remuneration Social, ethics and
i ransformation
committee dEns oo

committee and
and L4L board L4L board

Forward-looking statements

This report includes statements about Long4Life and its
subsidiaries that are, or may be deemed to be, forward-
looking statements. By their nature, forward-looking
statements involve known and unknown uncertainties,
assumptions and other important factors, because they
relate to events and depend on circumstances that may
or may not occur in the future, whether or not outside
of the control of Long4Life or its subsidiaries.

Such factors may cause Long4Life or its subsidiaries’
actual results, financial and operating conditions,
liquidity and the developments within the industry in
which it operates to differ materially from those made
in, or suggested by, the forward-looking statements
contained in this report. Long4Life cautions that
forward-looking statements are not guarantees of future
performance.

Board approval

The board, assisted by the audit and risk committee, is
ultimately responsible for overseeing the preparation,
presentation and integrity of the integrated annual
report. This was achieved through the formation of a
sub-committee to oversee the reporting process.

The directors confirm that they reviewed the output of
the reporting process and the content of the integrated
annual report. The directors believe that this integrated
annual report addresses the group’s material issues and
is a fair presentation of the integrated performance of

the group and therefore approve the report for release.

Long4lLife  //
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About Long4Life

Building the vision

Long4Life is a lifestyle-themed group that is invested
in a portfolio of assets which incorporates retail,
wholesale, manufacturing, service, merchandising,
distribution and e-commerce. The businesses operate
within three core divisions, each with their own
decentralised management teams:

;ﬁ% Sport and Recreation

Personal Care

and Wellness

S A5

The current portfolio delivers strong operating cash flows, particularly
in the second half of the financial year given the seasonal leverage of
the businesses. Long4Life maintains substantial balance sheet capacity
which provides the capability to be opportunistic on growth and, as
such, management continues to assess possibilities in both mature and
emerging consumer categories.

1
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What differentiates Long4Life

Our skilled and experienced
corporate office team strives
to build capability and capacity
across the branded lifestyle
space - preferably within
categories which speak to
the emerged and emerging
consumer. We mobilise financial,
human resources and intellectual
capital where required.

OUR STRATEGY AND OUR GOVERNANCE
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OUR RESULTS

AGM

Our overriding objectives
continue to be expansion at
a pragmatic rate and driving

above-average growth. This is
being achieved by delivering
operating earnings from strong
cash generating businesses,
where we aim to own the
cash flows in the main, and
ultimately deliver superior
stakeholder returns.

We operate a decentralised
management structure,
providing sound financial,
strategic and management
support to our investee
companies. This structure
enables us to embrace
our founder’s proven
entrepreneurial experience
and philosophy, together
with that of a like-minded
management team.

We have a thorough
understanding of our investment
and trading partners, as well as
the markets in which they trade
and compete.

Investment case

Long4Life’s collective wealth
of operational and deal-
making experience provides
an entrepreneurial, nimble
and innovative approach
to transactions and the
management of
lifestyle assets.

Long4Life is a JSE-listed vehicle
from which we encourage
entrepreneurs and vendors to
partner with us and participate
at an equity level to maximise
their future potential.

We are disciplined in our
deployment of capital, but
ambitious in our expectation
of returns.

We will gear our balance
sheet prudently to allow
growth through acquisitions,
while we also intend to
continue achieving scale in
all our existing businesses by
enhancing models, systems,
products, services and
logistics to improve market
share and efficiencies, while
building sustainable customer
acceptance.

Long4Life's good cash-
generating businesses have
highly regarded brands
with low- to medium-risk
characteristics.

is scaleable.

We look to invest in companies that have a high
performance culture and whose business model

The use of scrip will always be carefully
considered so as not to be dilutive and to be
value accretive for all shareholders.

Long4lLife
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CHAIRMAN'S LETTER

Graham Dempster
Chairman

Chairman’s letter

At the time of writing the world is in turmoil as the
result of a global pandemic. The worldwide spread

of the Coronavirus has provoked unprecedented
responses in the form of prohibitions against the
movement of people and the conduct of certain
businesses. The national lockdown in South Africa,
while necessary, proportional and desired to prevent a
catastrophic burden on our health systems, has caused
a significant impact on the economy. All of Long4Life’s
businesses have been affected to a certain extent, and
some have been unable to trade at all over this period.

The future remains uncertain. Although this is an exceptional situation,
uncertainty itself is not unusual. In our organisation we have a very
experienced management team and board that has dealt with crises
before. We have people who are resilient, who are accustomed to
operating in uncertain times, and who are well positioned to navigate
the group through such times. Each crisis is different, but the experience
gained from navigating uncertainty enables one to focus the mind on
the basics of protecting your employees and customers, judicious use of
capital, preserving cash, and remaining agile and dynamic to respond to
all stakeholder needs.

External operating environment

For more than five years South African GDP growth has hovered around
1%, with figures for the last quarter of 2019 showing a contraction of
1.4% - the second consecutive quarter of negative growth. A stagnant
South African economy has become the new normal. An environment
of fiscal and monetary constraint and negative consumer sentiment
resulting in constrained spending is unlikely to change for at least the
next two years.

Electricity supply remains a significant constraint. Lack of reliable
availability is a disruptor, creates frustration, dampens demand, and
increases costs. It is a negative all round, and the sooner we have
clarity on a lasting solution and stability the better for our economy,
for our country and for the group.

€
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Another factor with significant impact on the group is
the prevailing negative market sentiment surrounding
South African equities, and particularly small and
medium-capitalisation stocks. Global investors have
judged that South African policy certainty remains
elusive, that the prospects of growth are muted at

best, and that investment opportunities are better
pursued elsewhere at this time. Locally, few analysts are
covering smaller-capitalisation stocks, and the large fund
managers are less inclined to invest in smaller growth-
oriented stocks.

This has obviously curtailed our ability to use equity for
acquisitions of any significant size. Despite this we have
been active in the year under review in pursuing certain
opportunities. Some investments - such as the Spur
deal - did not transpire in the way we'd hoped from

a value perspective, with the necessary collaboration
and support of its shareholders not being forthcoming.
Having sought to position ourselves in a way that
would lead to our eventual strategic management of
investments, when that outcome wasn't available we
decided to exit the deal.

Strategic performance

There has been a significant amount of strategic
thought into how best to configure the group, resulting
in our current divisional structure. Over the last year,
significant attention has been given to making that
structure work.

Despite the torrid macro-economic environment

there are reasons for cautious optimism for the group.
Virtually all our operations are specialist businesses.

In the context of negative growth and consumer
sentiment, the specialist nature of our business enables
them to forecast trends and be agile in response, and to
source the right products. If we're able to do this better
than our competitors then we can grow market share.

The second cause for optimism is the degree to which
our investments have performed. The businesses that
Long4life acquired, which were bought under conditions
that anticipated a better macro-economic forecast, have
delivered on the investment theses that they offered at
the time, which is testament to both the strength of the
investment-case assessment and to the execution of the
post-acquisition implementation plans.

Finally, with no burden of debt and with cash on hand,
on a relative basis we are in an attractive position in

the short term. This has been vindicated by financial
institutions extending current and very recently offering
new lines of credit, which has further strengthened an
already robust balance sheet.

The structuring of the group into clear divisions has also
given a higher degree of clarity into how the businesses
should be performing and who is ultimately accountable
for that performance. This is not simply a matter of
expertise and experience, but of making sure that the
right people are in the right roles.

OUR STRATEGY AND
PERFORMANCE
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The group’s maturation is resulting in a clearer recognition
of the responsibilities of the operations, and of the
value added by the centre. In that regard, | would like

to acknowledge the contribution of our CFO, Mireille
Levenstein, who has upped our game massively in terms
of business intelligence, financial analytics, and tracking
performance. The enhanced information available to the
executive and board have provided us with a heightened
degree of awareness of where the business is, where

it is going, and what the most useful metrics are to
determine that.

Work of the sub-committees

The social, ethics and transformation committee
continues to evolve, and is doing good work from a
human-resources perspective. We are still assessing the
transformation of our ownership, but we acknowledge
that to make meaningful progress in this regard first
requires a stable footing in terms of value-creation
opportunities being realised.

The nomination and remuneration committee has a
detailed appreciation of the decentralised business model.
The committee has very clear guidelines, and they've
done some good work in aligning suitable incentive-based
remuneration and appropriate performance-driven targets
to generate value creation across the group.

The audit and risk committee has done an exceptional
job. Risk assessment has been significantly enhanced,
the quality of information provided to the committee
has been upgraded substantially, and the application of
IFRS and JSE disclosures is at a high level.

Board changes

Mr Syd Muller resigned as an independent non-executive
director with effect 11 December 2019. Syd also served
as the group’s lead independent director and as chairman
of the group’s nomination and remuneration committee.

Syd is a very talented and experienced retailer and
very ably oversaw the transition from Holdsport to the
Long4Life Sport and Recreation division. On behalf of
the board I'd like to extend my sincere thanks for his
invaluable contribution to Long4Life, and wish him well
in his future endeavours.

Mrs Keneilwe Moloko, formerly an independent non-
executive director and having served on the board

since 1 November 2017, assumed the position of the
group’s lead independent director and chairman of

the nomination and remuneration committee. Further
changes to the nomination and remuneration committee
effective March 2020 are set out in the nomination and
remuneration committee report on pages 66 to 79.

Acknowledgements

| wish to extend the thanks of the board to Brian Joffe,
to the central team, and to the divisional executive
committees for their dedication and commitment and
resilience under very onerous conditions. It is a sobering
moment for all, and we can assure stakeholders that we
are committed to protecting the organisation, its position
in the market and its staff in these uncertain times.
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Serving stakeholders

*
P41

Customers

Long4Life's products and services are purchased,
consumed and used by our vast customer base, which

is ultimately made-up of individual consumers. Without
our customers we would not exist. Of the group’s 2 666
employees, nearly 80% are customer facing, mainly within
the Sport and Recreation and Personal Care and Wellness
divisions. This demonstrates the importance of ensuring
we remain relevant to our national customer base by
understanding their needs, and responding appropriately
by providing products and a standard of service that
meet those needs. Our teams that interact closely with
customers are afforded appropriate training programmes
to best serve these key stakeholders. Changing market
dynamics and characteristics are monitored carefully to
ensure awareness of any emerging trend and any need to
change the offerings.

Investors and partners

Long4Life’s overriding ambition is to provide value

for investors, shareholders and equity partners. This

is achieved by ensuring good profitability and robust
cash generation that will deliver consistent financial
returns. Long4Life’s quality asset portfolio and proven
management team ensures the effective management
of all resources, specifically people, time and funds. The
Long4Life board and management drive appropriate
capital allocation, which we see as key to sustainable
value creation. Regular communications ensures that
shareholders and partners remain up-to-date on group
performance and progress.

®
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Employees

Our committed team of employees are
critical to our sustainable success and we
therefore provide relevant training and
development opportunities, transformation
imperatives, fair and equitable reward, as
well as career advancement opportunities
by promoting from within and ensuring

a strong succession plan is in place.
Management adheres strongly to
communication, and employees receive
regular newsletter updates that cover
progress and general news about the
group. Employees are also encouraged to
approach management with their personal
views about the operating and service
landscape, which ultimately serves to
ensure that the Long4Life team remains
centred on a culture of high-performance
delivery.

Regulators and

industry bodies

We contribute to South Africa’s fiscus and
provide support - through expertise and
funding - to various bodies and institutions
that ensure the ongoing development

and progress of the sectors in which we
operate.

We continually aim to enhance our role as
a responsible corporate citizen in a well-
functioning democracy. To achieve this, we
ensure compliance with relevant laws and
regulations, and at all times adhere to strict
ethics and governance.

Suppliers

We see our suppliers as partners in our
ambition of creating value for all Long4Life
stakeholders. We remain in close contact
with our supplier base, which provides us
with good insights into market dynamics
and characteristics. By doing this we
remain alert to changes in behaviors and
developments, allowing us to remain
well-positioned to adapt where necessary.
Where possible B-BBEE accredited
suppliers are used and promoted.

Communities

We aim to create value for the
communities, mainly in and around

areas where we operate. Resources are
provided for projects and campaigns

that improve social development
initiatives, specifically in support of our
stakeholders, and where possible their
families. We invest in initiatives focusing
on various interventions, specifically in
terms of sporting programmes, youth and
enterprise development, social upliftment,
and leveraging our skills to effect
purposeful change.

Long4Life
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Board of directors

Executive directors Independent non-executive directors — industry experience
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Group structure
Our divisions Our key investments
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HOWSWE CREATE VALUE

Long4Life Value Creation Model

Long4Life is an investment holding company that focuses predominantly on lifestyle businesses with attractive growth
prospects, led by strong, entrepreneurial-minded management teams. The Long4Life board and executives, who
collectively have a wealth of operational and dealmaking experience across various industries, is responsible for capital
allocation and play an active role in identifying and approving attractive investment opportunities. Long4Life operates a
decentralised management structure, providing financial, strategic and management support to its investee companies.

Key Risks

(Material issues and risks

set out on page 20)

SA macro-
economic/
political
environment

Our Capitals: Inputs

People

Power supply
instability

Our human and intellectual capital
includes our team’s competencies, their
know-how and those intangibles that
create a competitive advantage. It is also
the skill and experience of our employees,
which we rely on to deliver our products
and services, and create economic value.

2 666 employees with requisite
skill, knowledge and experience

Significant operational and
dealmaking experience
Customer-centric culture

Ethos of responsibility and
governance (including franchisee
employees)

1

INTRODUCTION

ABOUT OU

2

Our Business
Philosophy

Building capability and
capacity across the
lifestyle space

COVID-19 and
other pandemics

Performance

Availability

of suitable

acquisition
targets

Our financial capital includes the capital

the group generates, as well as from the
operations, interest income on surplus capital
and other investments.

Manufactured capital relates mainly

to infrastructure in terms of plant and
equipment, land, buildings, stores and
processes, which enables us to deliver quality
products and services to our consumers.

Ensure ongoing cash generation
Equity and debt funding (gearing)
options for future growth

IT/technology upgrades
introduced

Skilled, experienced
and proven
entrepreneurial team

Partners/Relationships

Key-person
dependency

Product integrity

Our social and relationship capital

goes to the heart of our reputation.

The relationships and networks that

we have established are continually
enhanced between ourselves and our key
stakeholders, including customers, suppliers
and business partners. Refer to the Serving
stakeholders report on page 12.

Serving our vast customer base

Online sales increasing and social
media capability growing

Loyalty programs enhanced

Sorbet franchisee model
continues to deliver

Decentralised
management structure

Planet

Increased
competition

Long4Life
18 INTEGRATED REPOR
for the year ended 29 February 2020

In our definition of natural capital we
measure the natural resources that we use
in the production of goods and services,
and consider these in relation to our
environmental impact.

Minimise impact of rising costs of
fuel and electricity

Consumption of raw materials
carefully managed
Adhere to B-BBEE regulation

Conform to environmental
policies

Strong balance

sheet, disciplined
deployment of
capital: ambitious in
expectation for return

Growth and expansion
at a pragmatic rate,
delivering quality
operating earnings
and cash flows

Our Capitals: Outputs

Number of employees: 2 ééé

/€10 lost time safety incidents

retained R453 million for growth
ROFE of 38%

Financial controls in piace

mvested R179 million

in capital assets

Stakeholder COMMUNICation
enhanced

Supply chain integrity

in place

Focused initiatives to INCrease
usage of renewable
energy

\Water savi NE programmes

underway

Investments in environmental and

corporate social investment projects in each
division

3 4
OUR STRATEGY AND OUR GOVERNANCE
PERFORMANCE
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OUR RESULTS

Value Creation:
QOutcomes for 2019/2020

Turnover:

R4.091 billion

AGM

Value added

(Total wealth created:
R1.7 bn)

Employees:

32%

Government (taxes):

16%

Providers of capital:

26%

Retained for growth:

26%

Long4Life
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Material issues and risks

The group’s overriding objectives will continue to

be expansion at a pragmatic rate and driving above
average growth. This will be achieved by delivering
quality operating earnings from strong cash-generating
businesses and acquisitions with appropriately assessed
risk characteristics.

We have identified material issues based on items that
could potentially create disruptions or have a significant
impact on the group’s ability to achieve our strategic
objectives over the short-, medium- and long-term.

ldentification of material issues

The material issues relating to the divisions and the group are
reviewed quarterly by the board, executive and operational
management. All factors are evaluated for potential opportunities,
disruptions and impact levels to the group. Considerations are based
on internal factors, macroeconomic influences, industry changes and/
or requirements, as well as the needs, expectations and concerns from
consumers, suppliers, employees and other stakeholders.

Management of the divisions and subsidiaries are required to identify
and assess their material issues on a regular basis and report thereon
to their divisional executive committees on a monthly basis. Long4Life
management host regular challenge sessions to ensure that adequate
and appropriate steps are being taken to address and mitigate the
issues.

Although the group’s risks continue to evolve as new risks emerge
and appropriate mitigating activities are introduced to reduce the
overall residual risk, the strategic risks of Long4Life are reassessed on
a biannual basis by the Long4Life board, by considering the divisional
risks, emerging risk trends and the current market conditions in which
the group operates.

Key risks and mitigation actions have been identified as follows:

o South Africa’s tough economic climate

e Impact of the outbreak of Coronavirus (COVID-19)
 Instability of the electricity supply in South African
o South Africa political climate

e Acquisition strategy

e |ncreased competition

o Key person dependencies

e Product integrity

¢ Transformation

e Online offering and digitalisation

3
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South Africa’s tough economic climate
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Risk description

e The current tough economic climate limits and/or
inhibits consumer spending with weaker consumer
demand.

e High levels of unemployment and no growth has
negatively affected consumers’ purchasing power.

e Economic climate places pressure on margins as it
limits ability to increase selling prices amidst rising
costs and foreign currency volatility.

e The impact of the COVID-19 pandemic and
weakness in the Rand will exacerbate the weak
consumer demand.

Risk mitigation actions

Close monitoring of political and economic
conditions to understand and predict consumer
spending.

Formulate strategy to ensure that pricing,
manufacturing and cost increases are minimised and
that affordability for the consumer is prioritised.

Manage productivity closely and implement
processes and structures to extract efficiencies.

(refer to COO report for further detail)

Impact of the outbreak of Coronavirus (COVID-19)

Risk description

e Impact of the nationwide lockdown on the various
businesses, resulting in a significant risk of loss of
profits and cash outflows.

traffic in stores as customers isolate in response to
the spread of the virus.

o Significant reduction in beverage consumption as
social gatherings, dining out and travel restricted.

o Cost containment measures may be difficult to
implement speedily given the overhead structure.

o Disruption to the supply chain for raw materials and
merchandise in all our divisions.

e Risk of store closures due to spread of virus or
contamination of staff and/or customers.

 |nability to purchase spare parts or access to specific

beverage canning equipment from lItaly).

e Risk of excess inventory and discounting by
competitors in the next 12 months impacting future
sales and margins.

¢ Risk of permanent Sorbet franchisees store closures
if franchisees are not able to withstand economic
burden of an extended lockdown period.

o Failure to meet revenue targets as a result of reduced

engineering skills to capital equipment (for example -

Risk mitigation actions

Visible leadership and management of the emerging
crisis.

Ongoing communication and monitoring as to the
effects that COVID-19 may have on the business
including pandemic preparation and response plans.

Careful review of cash balances and forecasts to
minimise cash flow impact.

Remote working capabilities have been considered
where possible and will be initiated at the
appropriate time.

Work area safety and sanitisation initiated with
ongoing hygiene protocols and sanitisation.

Review and assessment of any impact on the supply
chain, and consideration of alternative sources

of supply.

Ongoing review of sales forecasts, as well as
resultant impact on purchases and operating
expenditure and curtailment thereof.

Increase in utilisation of online portals and
increased investment therein to improve
competitiveness. Focus on maintaining close contact
with customers through digital communication
channels, enhancing offering in online platforms.

Reduction of capital expenditure budget, deferral of
store refurbishments and other capital projects to
conserve cash.

Rework of budgets to entrench management
control disciplines.

Cashflow scenarios for the expected and different
lockdown periods to manage liquidity.

Ongoing communication and support to franchisees
including temporary waiver of franchise fees, food
vouchers for franchisee staff, guidance etc.

Tighter management of working capital and
assessment of current and future inventory

alternatives.
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Material issues and risks (continued)

Instability of the electricity supply in South Africa

Risk description

o The instability of electricity supply by Eskom causes
significant disruptions to operations.

e loadshedding leads to poor production efficiencies in
the manufacturing process with higher costs.

e Sales across all businesses (stores, facilities,

customers and services by franchisees) are impacted
negatively with significant risk of loss of revenue.

South African political climate

Risk mitigation actions

e Back-up power installations implemented where
possible.

e Implementation of efficient change over processes,
and suitable operating hours, for manufacturing
operations when loadshedding is expected.

e Ensuring adequate power surge protection and
business continuity in place to be able to trade at
times where no generators or UPS is available.

Risk description

e The uncertainty around the South African political
environment poses a risk to the group, due to all
operations being locally based.

e The instability creates negativity amongst investors
and consumers and limits or inhibits investment
opportunities.

Risk mitigation actions

e Close monitoring of political changes and policy to
understand developments relating to conditions in
South Africa.

e Creating awareness and assurance amongst investors

and consumers relating to group and operational
strategy.

Acquisition strategy

Risk description

e |tis essential that the Long4Life acquisition strategy
identifies appropriate quality operations that fit the
profile of the group in order to enhance shareholder
returns and produce growth in earnings.

e The inability to generate value through the execution
and enhancement of acquired entities in line with the
business strategies will result in loss of confidence
amongst stakeholders.

Risk mitigation actions

e The setting of strict criteria ensuring alignment with
strategy.

e Performance of robust due diligence.

e Ensuring that the target operation fits the
organisational culture profile.

Increased competition

Risk description

¢ New entrants into the South African sports and
outdoor retail, beauty and beverage space may result
in a loss of market share.

o Competitors are reducing their prices to maintain or
gain market share in a price-sensitive market.

Long4Life
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Risk mitigation actions

o Continuous assessment of business strategy to
attract and retain customers.

o Strong value positioning ensuring good execution in
stores and manufacturing excellence.

e Strong marketing and promotional activity.

e Continued product innovations.

e Regular engagement with major brands and key

suppliers on strategic and tactical matters, including
satisfactory delivery performance.

e Ongoing review of production and cost efficiencies
to be able to price manufactured products
competitively.
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Risk description

+ Key-person dependencies in the group relate to the
CEO and other key management executives within
the operations.

e The CEO has been instrumental in driving investment

into the group and investors have strong beliefs and
trust in his influence, business acumen and strategic
thinking to drive the business forward.

e The executives have valuable industry and business
operational knowledge which is required to ensure
that the businesses are positioned for growth.

Risk mitigation actions

Executive team comprises a number of senior
experienced personnel.

Continuous engagement with investors with regard
to the group strategy and achievement thereof.

Service contracts and agreements with key personnel
to ensure continuity of operations.

Ensuring adequate succession planning and
knowledge transfer mechanisms are in place.

Product integrity

Risk description

e Due to the group being involved in manufacturing
operations, it is important that the products being
manufactured and sold by the group maintain
quality standards to ensure that they may not affect
consumers and influence the brand'’s reputation.

o Customer experience from inferior quality products
may result in financial losses and reputational
damage.

Risk mitigation actions

Ensuring that manufactured products are made to
the highest standards and quality to ensure customer
satisfaction.

Regular quality checks performed by both internal
and external providers.

Strict adherence to food, health and safety standards.

Transformation

Risk description

e The long-term success of businesses in South
Africa is critically dependent on gender and race
transformation.

Online offering and digitalisation

Risk mitigation actions

Support industry and government initiatives aimed
at transforming the country’s economy, including
initiatives to fund and support the development of
high-growth small and medium enterprises.

Regular monitoring of transformation progress
within operations and updating the social, ethics and
transformation committee on such.

Investment in training and development of appropriate
employees to drive internal transformation.
Development of improvement plans within each
business to implement steps to address B-BBEE.
Developing and formulating appropriate strategies to

further diversify the current workforce and create a
diverse and inclusive culture.

Risk description

e The trend of modern consumers relates to online
offerings and the digitisation of the retail industry.
Companies are creating innovative ways to enable
easy access to products via digital platforms.

o Alack of innovation and enhancement of information

technology platforms within the group may reduce
access to the modern consumer.

e This risk is particularly relevant given the COVID-19
pandemic.

Risk mitigation actions

Expanding on e-commerce business model to ensure
that the group is competitive amongst online retail
platforms.

Ensuring multiple access points for consumers to the
group’s products and services.

Modernisation of stores to embrace the digital
transformation and customer experience.

Increasing investment in investment portals and
related marketing spend to improve competitiveness.

OUR RESULTS AGM
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Brian Joffe
Chief executive officer

Chief executive officer’s
report

| have experienced many challenging events during
my 50-year working career, but nothing comes close
to the experiences of the first few months of 2020
following the outbreak of the COVID-19 pandemic.
This extraordinary time will shape a new future. It will
forever be known as the period in which we changed
paradigms, changed ways of working and changed the
way we relate and interact with one another.

Performance over the last year

Although the year under review has been a difficult trading environment,

we have nevertheless delivered a credible performance and we are
pleased with the strategic progress made in many areas.

We improved our trading compared to last year, with revenue increasing
by 12% to R4.1 billion (2019: R3.6 billion) and gross profit higher at
R1.6 billion compared to R1.4 billion. The gross margin of 39.3% was
well maintained and the trading profit was 3% higher at R467.2 million
(2019: R454.2 million) at a trading margin of 11.4% (2019: 12.5%).

Headline earnings were higher at R367.2 million (2019: R348.8 million),
and headline earnings per share rose a commendable 13% to 43.8
cents (2019: 38.7 cents) based on 839 052 000 (2019: 902 054 000)
weighted average number of shares.

The second half of the financial year reflected the traditionally higher
trading activity, with beverage consumption as well as the demand for
beauty treatments increasing significantly in the summer months.

®
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Cash generated from group activities was good
and improved against the same period last year to
R531 million (2019: R465 million).

The group’s return on funds employed (ROFE) was 38%
(2019: 42%), which exceeded the stated group ROFE
target of 35%.

We acquired 103.2 million of our own shares at an
average price of R4.10 per share during the year, which
supported this year's earnings per share. The share
buy-back strategy during the year has been an attractive
option for sustainable earnings during these times. The
buy backs occurred in the second half of the financial
year and the full benefit of the share repurchases in the
headline earnings calculation will therefore materialise in
the ensuing years.

Without absolute clarity and the benefit of timing from
the eventual fall-out from the pandemic, our robust
balance sheet gives us great comfort. At year end,
available cash was R830 million and together with our
cash-retention strategy, this will prove beneficial as we
emerge from this crisis. It will form an important pillar in
terms of our overall risk mitigation strategies.

Operational reviews

The Sport and Recreation division maintained its strong
presence in its chosen markets through its unique and
credible offering to customers. Sportsmans Warehouse
remained resilient, and overall sales were higher.
Outdoor Warehouse's performance was exceptionally
strong with a significant increase in sales, and most
categories performed well. Performance Brands
showed lower external and internal sales as all sectors
experienced difficult and tight trading conditions as a
result of lower consumer demand.

The Beverages division’s performance was disappointing,
driven by Chill’s results, as the ongoing investment in
the upgrading of facilities and the related marketing
initiatives did not vield the expected revenue. Inhle
Beverages has proven to be resilient and delivered a
strong performance.

The Personal Care and Wellness division had a very
good year. Sorbet delivered double-digit growth in
treatment revenue. Retail sales showed a marginal
increase, impacted by the constrained market. Lime
Light had a pleasing year and ClaytonCare posted an
excellent set of results.

For more detail on the group’s operational performance,
please refer to the Chief operating officer’s report on
page 30.

Convergence of a restrained
economy, ratings downgrades
and COVID-19

For the full extent of our last financial year,
pre-COVID-19, our economy was already an
underperformer, which manifested in South Africa’s
rating downgrades. This has all occurred against

a backdrop of policy uncertainty and a lack of any

real growth and opportunities, together with the
operational and financial weakness of many state-owned
enterprises. Widespread load shedding intensified,
which was also an inhibiting factor for productivity and
contributed to very low levels of consumer confidence.

With effect from midnight on 26 March 2020, South
Africa’s President initiated a nation-wide lockdown to
curtail the rising infections resulting from the COVID-19
pandemic. This first lockdown period, referred to as
Level 5, continued for 36 days and then transitioned
into a Level 4 as part of a risk adjusted, phased approach
for a return to economic activity, and certain sectors

of the economy returned to work. The retail sectors in
which Long4Life operates continued to be negatively
affected under the Level 4 lockdown scenario and stores
were only partially opened for trading. The Beverage
division, whilst it remained open, operated at reduced
capacity.

I am proud that the Long4Life team has continued
working tirelessly during this entire lockdown period,
remotely in many instances, to ensure the survival of the
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Chief executive officer’s report (continued)

business and the well-being of our people. The group
donated R1 million to South Africa’s Solidarity Fund to
assist in slowing the spread of COVID-19 and aid the
country’s economic recovery. The group has contributed
to the broader national effort by donating, through

Inhle and Chill, approximately R2.5 million worth of
bottled Long4Life water and Fitch and Leedes products
in support of homeless shelters, various charitable
institutions and essential service provider employees.

Other measures taken in response to the effects brought-
on by the pandemic, include the decision by the executive
and Board members to take pay-cuts of a third of salaries,
and directors fees, for a three-month period.

One of the key take-aways from the most recent World
Economic Forum in Davos has been the meaning of
“stakeholder capitalism”, and it was as if this was a
precursor to what was to transpire globally. Here in
South Africa, the collaboration we are seeing between
government, authorities, labour and business, and its
communities, has resulted in a significant reset, and one
which | sincerely hope will be advanced even further for
the benefit of all our people. Hopefully, this interaction
will emerge as one of the real benefits coming out of
the pandemic period. | certainly have not seen this level
of closeness and interaction before, and it can only be
meaningful as our economy begins the difficult road to
recovery after these disastrous few months.

Continued economic headwinds
expected

Following the effects of COVID-19, and with no clarity
regarding duration of the pandemic, forecasting is
practically impossible. We anticipate little respite from
the difficult trading conditions in the short term. Even
though the environment is uncertain, management is
committed to preserving the medium-term competitive
nature of all businesses.

The group has a strong balance sheet with cash on hand
and minimal debt, while management has a depth of
experience that is supporting and navigating the group
in these uncharted waters.

We are in an uncertain environment, but we are being
vigilant and focused on our objectives for progress.
We can count on the strength of our brands and the
agility of our teams to reinforce the emerging new
direction and way of doing business.

The next recovery phase, which will extend well into the
2021 calendar year and beyond, must be to accelerate
inclusive economic growth and employment. This strategy
will carefully consider the impact of COVID-19-related
changes in local and international supply and demand for
each of the sectors of our economy.

Long4Life
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The year ahead

The effect of COVID-19, while largely unknown at this
stage in terms of exact financial impact, is anticipated to
be significant, especially in the short term. The recovery
phase will demand absolute attention and the priority
will be to accelerate the pace of change and continue
implementing, and adapting where necessary, our
robust strategic plan. It also presents a real opportunity
for large, medium and small business, government and
labour to finally address many of the structural reforms
needed to put the country on the path to prosperity and
improved livelihoods.

For Long4Life, a consequence of the pandemic is
expected to be the increased use of our online portals.
We had already started channelling marketing spend
on digital platforms to drive sales and brand awareness
over the last few years, and this will prove beneficial as
we move forward.

Additionally, the period into the recovery phase,
should also present unique acquisition opportunities
for Long4Life. We will ensure that that we remain
positioned to take advantage as these arise.

We have an extraordinary team of loyal and dedicated
Long4Life colleagues, and this makes it easier to unlock
our ability of building a faster, commercially orientated
culture that will help us advance our transformation.
We also have a unique legacy of brand values, with
strong customer relationships which will be beneficial as
we navigate through the challenges expected over the
coming year. Our lean central team, including finance,
governance, strategy and the support functions, will
continue to work alongside all group operations, while
setting direction for our growth strategy, allocation of
capital and overseeing cost efficiencies.

| would like to thank all my fellow Board members, and
colleagues, for their passion, dedication and hard work,
and for delivering during what has been a turbulent
time. With the quality of our brands and the tremendous
capabilities of our teams, despite the difficult conditions,
we have certain strategic advantages that will guide

and support us during the return to some form of
normalisation of operations, which we will define as time
and markets evolve.

ABOUT OUR BUSINESS OUR GOVERNANCE OUR RESULTS
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Colin Datnow
Chief operating officer

Chief operating officer’s
report

The year under review was a busy one operationally,
with several initiatives being rolled out to ensure
effective, efficient divisional and management
structures across all three divisions namely, Sport and
Recreation, Beverages and Personal Care and Wellness.

Full details of the performance of each division and various operational
measures implemented during the year are set out in the divisional
reports on pages 42 to 51.

COVID-19

On 26 March 2020, South Africa’s President introduced a nation-wide
lockdown in response to the COVID-19 global pandemic. All of our
businesses were affected by the restrictions imposed by lockdown.
Some were required to suspend trading entirely and others could
operate on a much reduced basis. In the initial stages of lockdown,
our retail stores, online platforms and beauty salons were closed. With
restaurants and hospitality venues not operating, the consumption of
certain of our beverage offerings were significantly reduced.

We do not anticipate trading conditions to recover to pre COVID-19
levels during this financial year; to this end, immediate action has been
taken:

¢ Stringent cash control and cash conservation.
o Capital expenditure budgets have been reduced significantly.
« Store refurbishments and other capital projects have been deferred.

e Sales budgets are currently under review evaluating different
scenarios around what could be the “new norm”. Similarly,
purchasing budgets linked thereto are being adjusted.
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o All operating costs are under assessment so as to
adjust costs to align with anticipated levels of trading
activity.

Needless to say, planning and forecasting is extremely
difficult without knowing how the post-lockdown
environment will impact our markets and consumer
behaviour, and the tenure of a potentially weakened
consumer spend.

The Long4Life imperative of ensuring a strong and
decentralised management structure is certainly
coming to the fore. The experienced leaders have an
in-depth understanding of their respective businesses
and markets, enabling the transformational changes
underway to be affected rapidly and effectively.

Top of mind has been and will be the protection, safety,
and wellbeing of our employees. We are taking all

the necessary precautionary measures in the various
businesses and are continuously upskilling staff
regarding hygiene principles and protocols that need to
be followed.

Our world will never be as it was, consumer behaviour
has and will change dramatically. We and our teams are
fully committed to embracing whatever the behavioural
shift may bring with it. We will enhance all forms of
customer communication and are continuously upscaling
all of our online trading platforms. We recognise that
spending habits will change, that consumers may have
less disposable income, but we are fully focused on
several strategies that will address the change in the
markets and in consumer behaviour.

We feel confident that our management teams are agile
and nimble and have the ability to adapt to change.

Sport and Recreation division

All merchandise plans for Sportsmans Warehouse

and Outdoor Warehouse are being reviewed as the
COVID-19 situation develops. Sales forecasts and the
resultant impact on stock holding and working capital
are a prime focus and purchase orders have been
cancelled or deferred.

We foresee lack of availability of certain product
categories, excess inventory in others and potentially
significant discounting on a number of products in the
foreseeable future. Other key risks include supply-chain
instability and delays in the receipt of inventory.

In addition, the substantial depreciation of the South
African Rand will result in higher input costs and thus
higher retail prices, challenging an already constrained
consumer.

Marketing initiatives are continuing with a greater focus
and an increased allocation of the spend to digital
channels. E-commerce and online trading capabilities
have and will be significantly enhanced.

It has been most pleasing to note that since the stores
have been partially open, trading has been strong both
online and in stores. The division is extremely well
placed to cater to the health and fitness conscious
consumer, now more than ever, a growing segment of
the market. Our product offering is ideally suited to

all forms of exercise including satisfying the demand
for home-based fitness equipment. It has also become
evident that consumers have a preference to shop

at strip malls and destination store locations. The

vast majority of our retail stores operate from these
locations.

Beverages division

The terms of the lockdown provide for the continued
production and supply of food and beverages. As
such, both Chill and Inhle have remained open, but are
operating at much-reduced capacity.

The effect of the total ban on the sale and transport
of alcoholic beverages - which comprise a large
proportion of our co-packing activities - has had

a predictably significant effect on demand. This is
further compounded by the effect of the closure of
restaurants and bars during the lockdown period.

We are encouraged by the fact that the demand for
Score Energy drink has remained stable post lockdown.
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INTEGRATED REPORT
or t

year ended 29 February 2020

OUR GOVERNANCE OUR RESULTS AGM

[



=\

Chief operating officer’s report (continued)

In response to the reduced demand and resultant
underutilisation of production capacity, there has been

a concerted effort to focus on cash conservation,
including limiting all capital expenditure. Both business
units are actively reviewing all operating costs, processes
and technology in an effort to optimise future outputs
and efficiencies.

Personal Care and Wellness division

Even before the national lockdown, the closure of all
Sorbet salons was initiated. Sorbet franchisees are small
independent business owners and the financial impact
of the lockdown has been severe for most, as well as for
their employees.

It is impossible to establish exactly what trading will
look like in a post-lockdown scenario. In the interim,
everything possible is being done to mitigate the
disruption and deal swiftly and responsibly with
issues relating to the well-being of support staff

and franchisees. With the reduced level of activity,
franchisees are being assisted in managing their cost
base, most notably rent and staff costs.

As the franchisor, we also recognise the difficulties
facing the Sorbet franchise owners and their employees,
who are small business owners and whose stores are all
closed for trading. Besides waiving franchise fees over
this period, the group is also providing approximately

R7 million to all the employees of the Sorbet franchisees
(approx. 3 500 therapists and workers) in the form of
food vouchers for two months. We remain absolutely
focused on the sustainability of their businesses.

Sorbet prides itself in already applying strict hygiene
standards. Further to already existing stringent
processes and protocols and in compliance with

the government's efforts to avoid the spread of the
coronavirus, Sorbet will be implementing comprehensive
additional hygiene protocols and safety measures across
all stores on re-opening.

Long4Life is taking all possible steps to conserve capital
and ensure survival for this division, which includes
managing working capital commitments, suspending all
capital expenditure and reducing overheads.

Lime Light has been certified as an essential goods
provider, although the range of products are limited

to hygiene products and certain personal-care items.
Other than the supply of some hygiene products, sales
have come to a virtual standstill, with salon owners not
placing orders until there is clarity. The majority of goods
are imported and the supply chain has been adversely
affected with any new orders carefully vetted in order to
preserve cash and manage stock levels, whilst still being
able to offer a comprehensive basket of goods when
trade commences.

Long4Life
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ClaytonCare's immediate response to the outbreak has
included:

e The implementation of additional workplace safety
measures such as infection control, flu vaccines,
limited visiting hours and increased personal
protective equipment; and

o Additional measures to accommodate an increase in
high acuity patients including additional ventilators,
temporary staff increases and the creation of 20 extra

beds for ward patients in the adjacent frail care facility.

COVID-19 will undoubtedly change the delivery of
healthcare and despite valuable lessons being taken
from the HIN1 flu pandemic in 2009, the challenge
remains to ensure cost-effective outcomes. Fortunately,
good occupancy has been maintained since lockdown,
mainly as a result of continued referrals from acute
hospitals. We do however expect a decline in patients
due to all elective work in hospitals being cancelled
during lockdown.

Conclusion

We anticipate that the landscape has already, and
will, undergo fundamental change in the future. Our
strategies and responses to the change have been
articulated in this report so as to achieve optimal
operational efficiency. We have adopted a far more
aggressive approach in all of our marketing initiatives
and actively seek across all businesses to increase our
share of the markets in which we operate.

The various businesses have been remarkable at
responding to the COVID-19 crisis and we are very
proud of what has been accomplished in a very short
space of time under frenetic conditions.

Our leadership and management teams at the
operating level must be commended for their
outstanding effort and contribution and their careful
and diligent execution of our strategic intent. My
sincere thanks and appreciation to the teams both in
the operations and at head office whose contribution
and efforts have been invaluable.
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Long4Life answers the call

In the midst of the fear, uncertainty and suffering caused by COVID-19, there
are stories of sacrifice, of collaboration, and of those with the power to help
using that power generously.

Across the Long4Life group we have seen how our people have stepped up
and stepped forward.

Inhle and Chill donate beverages

Chill and Inhle have contributed to the broader national effort by donating
approximately R2.5 million worth of bottled water and Fitch & Leedes Cola to
essential service provider employees as well as to the socially and economically
vulnerable. To support them with the necessities they need to survive, Inhle
has donated three trucks’ worth of water - tens of thousands of bottles - to
three organisations who are distributing them where they are most needed,
namely Charity Fusion, SOS Children’s Villages, and the Salvation Army. The
water was delivered to the homeless, elderly, and to vulnerable children.

Chill Beverages recognised the work of government employees assisting the
pandemic efforts, and to give them some comfort, donated nearly half a million
cans of Fitch & Leedes Cola.
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Performance Brands manufactures medical masks

The demand for medical ma