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In the matter betwaen: -
recewen by, lom

) !
THE COMPETITION COMMISSION | TMS,____ [ 92 ydcant
and

CURRO HOLDINGS LTD Respondent
GRIT PROCUREMENT S8OLUTIONS (PTY) LTD Respondent

CONSENT AGREEMENT BETWEEN THE COMPETITION COMMISSION, CURRC
. HOLDINGS LTD AND GRIT PROCUREMENT SOLUTIONS (PTY)}LTD INRESFPECT
OF THE ALLEGED CONTRAVENTION GF SECTIONS &§(1), 8(c) AND 8(z) OF THE
CONPETITION ACT 88 OF 1998, AR AMENDED

1. The Competition Commission, Curra Holdinge Ltd and Grit Procurement Sofutions
(Pty} Lid hereby agres thet application be made to the Competition Tribunal for the
confirmation of this Consent Agreement as an order of the Tribunal in terms of
section 49D read with section 68(1)(b) of the Competition Act 88 of 1808, as
amended, on the tenns set out below:

2. DEFINITIONS

2.1.  For the purposes of this Consent Agreement, the followlrig definitions shall
apply:

.



21.4. “Act means the Compatition Act 88 of 1888, as amended;

212, “Commission” means the Competition Cormnmission of South Africa, &
statutory body established in terms of section 18 of the Acl, with its
principal place of business at Mulayo Building (Block C), the DTI
Campus, 77 Meintjies Street, Sunnyside, Pretoria, Gautenp;

2.1.3. *Commiseloner” means the Commissioner of the Cammission,
appointed In ferms of section 22 of the Compatition Act;

2.14. *Competitive bidding process” means & fransparent procurement
method in which bids from competing suppliers, distributore or retaliers
are invited by openly advarieing the scope, specifications, and terms
and conditions of the proposed contract, as well as the ctiteria by which
the bids will be evaluated. A Compefitive bidding process is aimed af
abtaining goods and services of requisite quality at the lowest prices by
stimulating competition and by preventing favouritism;

215. “Complalnt’ means the complalnt inifisted by the Commissioner in
terms of section 40B of the Competition Act No. 89 of 1988, as
amanded under case number 2017Jan0035, and as well as the
complaints filed by cerfain third partles under case numbers
2017Jan0041, 2017Mar0125 and 2018Feb0016;

21.8. “Consent Agreement” meens this agreemsnt duly signed and
concluded between the Commission, Curro and Grit;

2,1.7. “Curro” means Cutro Holdings Lid, 2 company Incorporated under the
laws of the Republic of South Africa with its principal placs of business
being 38 Oxford Street, Durbanvile, Cape Town, 76560 and ite
subsidiaries and schools in South Africa;

2.1.8, “generic’ (with reference to school uniform items) maans not specificto
a particular school and not having only one particular brand name;

24.9. "Grit* means Gt Procurement Solutions (Pty) Ltd, 2 company
incotporated under the laws of the Republic of South Afica with iis
principal place of business being 70 Banghoek Crescent, Gaieway
Landing, N4 Gateway Park, Willow Park Manor In Gauleng;

21,10, *Parties” or “Parly® means the Commission, Curro and/or Grif;
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2111, "parent” means the legal guardian of a lsamar altending & school
owned andfor managed by Curro;

2.1.12. "school unlform ttems” mean olothing items that form part of & school
uniform including, but not limited to, blazere, shirls, pants, stc.;

2.1.13. "suppller” includes s refershee fo & wholesaler, retaller or distributor:

2.1.14, “TribunaP means the Gompetition Tribune! of South Aftica, a statutory
body established In terms of section 26 of the Act, with Its principal
place of business at Mulayo buikiing (Block C), the DTI Campus, 77
Meintiies Street, Sunnyside, Pretoria, Gauteng; ‘

2,1.15. “unlgue® (with reference to school uniform ems) means belonging to
or conhested fo one parficular school.

3. BACKGROUND AND CONTEXT

a.1.

3.2,

33.

34,

Prior to 2015, the Compafition Commission received & latge number of
complaints from parents and school uniform suppliers regarding Inter alia the
high cost of school uniforms and exclusive agreements preventing suppliers
from entering the market.

The Commission undertook edvocacy Inifiatives to address the aforamentioned
concemns, including engagements with varlous schools and school groups and
the Nafional Depariment of Basic Education {*"DBE",

Engagements with the DBE resulted In the Commission drefting a circilar
relating to the procurement of school uniforms, which was intended fo ensure
thet echeol uniforms are affordable for all leamers,

In May 2015, the DBE addressed this clreular to all Members of the Executive
Counclls of Provincial Education Depariments, Heads of Departments of
Provincial Education Depariments, District Managers of Provincial Education
Departments, Provincial Schoo) Governing Body Assoclations and schos)
principals (The Circutar™).




- 85, The Circular, in particular, deals with the existence of exclusive agreaments
between schools and sthool uniform manufacturers o retallers and sets outthe
- fallowing measures, which Is recommended to afl public schools, farmer model

¢ schools, and private schools, in order fe addrass the potenfial antl-
compstitive sffect of exclusive agreements viz.-

35.1. School uniform items shoukl be as'generic as possible, so that it can
pe chiained from many suppliers, Where echool uniforms consist of
more genetic items, which parents can buy from general retallers, at
lower prices, the potentlal harm resuliing from exclusive agreements
may be lessened, sinces parents will have more cholces in respect of
where ta shop for thege items and to decide what price they ere willing
fo pay.

352, The number of unique school uniforr items that form part of the basic
schoot uniform (excluding optional additions) should be limited to only
g few items. This principle of limlting the uniqueness of school untform
items should also apply to sport uniforms, Even where there are schaol
uniform Itemns that are unique to @ parficular school, parents ought fo
be mble fo substitute sore items with generic versions.

353. Schools should contract with school unifform suppliers following a
Competitive bidding process, so thet all potential school uniform

suppliers get the opportunity to campete to supply school uniform items
to & school.

354, Whers reasonably possible schools should use mare than one supplier.
The use of more than one supplier will provide parents with more
choices and reduce the incentive of the supplier fo charge very high

en.
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3.55. Any confract entered into to supply schoal unform ttems to & school
should be for & mited duration, of 3 to & years, At the end of the
contract period, & ew bldding process shouki be embarked upon. This
procurement procese can also be done by wey of adverilsing, where
echonle invite potential school uniform suppliers to bid,

4. THE COMPLAINT

4.1. On 27 January 2017, the Commissioner initiated & complaint against & number
of scheols, including Curo, schoel uniform manufacturers and suppliers,
including Grit, for potential contraventions of section 5(1), section B(e) and/or
section B(c) of the Act pursusnt fo & numbst of complainte received from
parents and school uniform suppliers.

4.2. Some purents complained that they could only purchase school uniform ltems
for their children from a particular, specifically identified schoo! uniform supplisr
without any other opfions being available fo them. They therefore contend that
they have consequently been paying high prices for sthool uniform ftems.

4.3. Some school unkform suppliers complained that some schools have entered
Info contracts with sartaln school uniform suppliers, giving these suppliers the
exclusive right fo sell the school uniform Yfems of that particular schoof.
Consequently, It iz therefore alleged that potentizl or new school uniform
suppliers cannot enter the school uniform market to compete with suppliers
benefitting from exclusive agreements,

§, THE COMMISSION'S INVESTIGATION AND FINDINGS
5.1.  The Commission nvestigated the Complaint &nd concfuded that the existence
of exclusive supply agresments concluded by suppliers and various schools

may substantially prevent or lessen campetition in the market by excluding
potential and existing school uniform suppliers from entering or growing in the
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§.2.

53.

5.4.

relevant market.

Exclusive agreements may be prdblemaﬂc parilcularly when they are of a fong
durstion and If they enable & firm to exiract higher prices from customers,
prevent other finme from entering the market, competing for customers and/or
growing thelr market share. Exclusive agreements can &lso potentially deprive
customers of cholces and/or create 4 digincentive for fims fo innovate.

When schools enter Into excluslve agreements with school uniferm suppliers, it
means that the suppller becomes tha only source from which parents can buy
unique school uniform items far that particular school. Parents do not have a
cholce to shop elsewhers for such unigue school uniform items end they
essentially besome & captured market as far as that supplier is concerned. This
can create & rigk that the supplier may charde excessive prices, as the supplier

does not face competition and does not risk of losing market share to any other
suppliers.

The Commission investigated and found the following In respact of Curro end
Grit:

6.4, There are more than 100 schools faliing under Curro in South Africa,
with most {but not all) of these schools being exclusively supplied by
Grit in respeot of thelr respective unique schoo! uniform requirements
{a current list of thoss schools to which Grit le the sole supplier
attached hereto marked as "Annexures A”),

542, Furthermore, the Commission found that there exists an exclusive
agreement between Curro and Grit in terms of which Grit has been the
sole supplier of Curro's unigue schoals’ uniform items since 2012. This
agreement was set o explre on 31 December 2017, but was
subssquently extended untll September 2018, pending finalisation of
the Commission's investigation.




64.3.

54.4.

845,

Subsequently, in light of the fact that the Commission’s Investigation
had not been concluded by the emd of Seplember 2018, It was
necessary for Grit o acguire & substantlal amount of stock to meet the
enticlpated demand in order to ensure that it has sufficient stock fo
avold any intetruption in the supply of school uniform ttems, This, In
tum, necessifated an’ extension of the abovementioned agreement
between Curro and Grit so gs to expire in December 2021,

Grit was not appointed through a Compefitive bidding process, but is
suppliers have been, as sef out in this Consent Agreement.

The Commission hes concluded that the exclusive agreament betweaen
aach of the schools falling under Cumo and Grit Is likely to have
contravened sections 5(1), B(a) and/or 8(c) of the Act, but notes that
{his is disputed by Curro and Grit.

8. CURRC AND GRIT CO-OPERATIOR

8.1. Cumo began operating in 1866 &s & single entlly school In Durbanvills In the
Westarn Cape. This school identified a specific uniform ae their prescribed
dress cods. Qver the years, the number of sohools increased resulting In a
standard school unlfarm being accepted at new Gurro schools.

6.2,

6.3.

Curro's original supplier of school unifform ftems was an infegrated
menufasturer end reteller, who was ghle to and did adjust s prices for school
uniform ems without regerd to Curro, This was not scceptable to Curro,
furthermore, Curro's original suppller wae also foo expensive.

Curro was of the view that this model did not serve, and could not
accommodate, its rapid growth and the accompanying demand for school
uniform items. Cuno also experiencsd supply and quality problems and was In




64.

8.5.

6.6.

6.7

the process of opening numerous additional schools. It was then declided that
& new approsch be Investigated and, if viable, implemented,

Accordingly, in October 2012, Grit, in which Curro had & 40% share Intsrest,
was created as a new supplier and eppointed under & S-year exclusive
agreement. Grit was established as an entirely new distributor of school uniform
ftems In the market.

Grit operates In a very differant, unique and innovative way than most other
retallers or distributors of school uniform items In South Africe by permitting
parents fo Use an e-commerce plaiform fo order school unifortn ilems online
and then have them defivered to their door (or to their school) within 24 hours.

Ascording to Curro the cost of school uniforms at Curro schools has decreased
under this model. The new model also curtailed the prices und costincreases
of Curta school untforms. Other benefits of eppointing CGrit Included permitting
Gumo fo centrally monitor and manage the cost of schaol uniform items by
monitoring prices and ensuring minimal mark-up to parents by Grit, ensuring a
consisient quality of school uniforme across Curro's growing umbralle of
schools and a reduction fn the cost of stockholding per site.

Following the Circular and the subsequent advocacy work underiaken by the
Commission at the fime, Gurro and Grit ook various pro-active steps in order
to better comply with the afore-mentioned Ciroular, including, but not imited to-

6.7.1. Cancelling its long term exclusive agreement with its original suppliet,
a school uniform manufeciurer who used fo supply certain unique

school unfform ftems directly to parents of learners atfending Curro's
schools on an exclusive basis;

8.7.2. Grit prosuring Curro schaol uniform itsms from varous manufacturers
andfor suppliers rather than from a single manufacturer, as i did
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previously. In addition, meanufacturers and/or suppliers to Grit are
appointed through & competitive tender process. [n this regerd, It is
recorded that Grit already ran & tendsr process during 2017 and has
fled varlous manufecturere and/or suppliers In for the next 3 to 5 years;

6.7.3. Standardising Curro's unlque scheol unfform ffens fo make them
similar acroes different schools within the Curro group and continulng
to engage In an ongoing basis In this regard;

8.74. Rationalising the number of Curro unijue sehoeol uhiform items to meke
ite: school uniform lems &e generic as reasansbly possible such that
these ltems cen now be bought at peneral clothing retallers, These
include school uniform tems like blue ehitts, white shirls, chino pants,
grey pants, socks, bells, blazers, skirte, shoris and shoes;

8.7.6. All of Curro's Academy Schools are such that they all now have a basic
compulsory uniform that comprises mostly generic schoal uniform
fterns. Most school uniforr ftems In this regard can be purchesed from
generel clothing refailers, in addition to Grit,

7. SETTLEMENT

74.

7.2,

The Gommission has engaged with various schools and school groups, schoot
uniform mantfacturers, distributors and other relevant stakeholders, in order fo
bring change fo the practices taking place in the supply of school uniforms so
that the price of school unfform ltems becomes more ressonable and effordable
for parents.

In particular, the Commission engaged with schools In order to solicit firm
commitments regarding future conduct. In this regard the Commission engaged

with Cumo &nd Grif, whose co-operation with the Commission sndfor
willingness to comply with the Giraular (fo the extent that it may not already

I
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comply andfor to continue fo comply with the Circular) fs noted in this
Agreement and which engagement has resufted in ihis Agreament.

The Commission further notes that Curro and Grit have expressed & high
degres of willingness fo enter info & consent order agreemsnt with the

Commission on the basis that the agreement Is In ine with the principles set out
in the Circular,

8. THE PURPOSE OF THE CONSENT AGREEMENT

B.1.

B.2.

8.3,

The purpose of this Consent Agreement [s to seftle the Complzint and to
provide clerty in relation to the Commisslon's views In respect of the
competition concems arising from the Complalnt and its views on how hest to
stimulate competition in the school clothing sector.

The Commission considered the benefits to the public interest If the cost of
school uniform ltems could be reducéd. At many schools, the cost of school
uniform ftems represents & stgnificant part of the cost of schooling. In South
Afica, many parents struggie to afford schooling for their childven. The
Commission concluded that the interests of consumers and competitars In the
relevant market would be better served by not proceeding any further with &

complzint referral and by rather obtaining undertakings from the Respondents
as to future conduct.

Curro and Grit'do not make any admission of labllity of any Kind whaisoever in
relation to any prohibited conduct under the Act arising from the conduct
described in the Complaint, because they contend that they were not engaged

In any uniawful conduct in contravention of sections 5(1), 8(e} and/or 8(c) of the
Act.




0. AGREEHENT CONGERWING THE RESFCNDENTS’ FUTURE CONDUCGT

1"

8.4. Coniracting with school unfform suppliers must be concluded following &
Compeditive bldding process to enable eny potential school uniform suppliers
{o have the reasonable opperiunity fo compete for the supply of school uniform

ftems ih relation to Curm schools, For ihe avoidance of douit,

2.1.1. This Consenf Agreement does not retjuire Curro or Grit, as the case may
be, to follow & contracting or bidding process in respect of general
clothing retailers who sell generic schoo! clothing iferms to the general

public; and

8.1.2, Curra or Grit will be entitied to follow & Competitive bidding process for
the supply of school uniform tems in respect of one or muitiple schools,
By way ofexample, following a Competitive bidding process, s single bid
could be ewarded in respect of one or more or &l schools in & Curre
schooling category, in any provinoe or other geographic ares, or

nationaily.

B2. Any contract entered inte to supply schoo! uniform ems by Curre or Grit must
be for & limited duration of not more then § years, At the end of the contract
period, & naw Competitive bidding process must be ambatked upon, that

complies with the guidance contained hereln,

8.3. Cumo and Gt undertake o adhere to the ‘code of conduct containing best
practices which are in Ene with the DBE Clreular referred to in paregraph 3
above, and which Is sftached herewlith gnd marked “Anhexurs B®, For the
avoldence of doubt, the provisions In Annexire B-do not relate to school
clothing Ifems that are opticnal or to ttems that are introduced et e school e an

Inifiative by the parents of children at that school.

8.4. Curro will continue to seek fo Implement innovative measures to manage the
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cost of uniforms. As part of this process, Curro has already established second
hand uniform shops at most of its schools or In the vicinlly of those schools. In
order to assist parents and provide them with additional optione when
purchesing Curro school uniform items, Curre Is alsu considering the
introduction of additional locations in large centres whers parents could
purchase such items. To this end, Cumro has already entered into & O-year
agreement with an independent black-owned parly, operafing a store in Pretoria
at which Curro school uniform iterns will be sold to parents.

8.5. In line with fts previous commitment to the Cornmission, Curro has recently
disposed of its entire 40% shareholding in Grit In crder to minimize any
incentive, or any other preferential treatment, with regard fo the appointment of
Grit as the sole supplier of Curro unigue school uniform ttems In the future.

8,5. Curo agrees and Undertakes to prepare and publish & statement summarising
the contant of this Cohsent Agreement o ite employaes and to the parents of

leamers of its schools, which will be displayed on notice boards et schools or
as & nofification on Curre's website.

8.7. The Parties agree that should a Respondent fall fo adhere {o the code of
conduct contained in Annexure B, the Commission will be entitied ta prosecuie

such Respandent before the Tribunal for fallure to adhete fo the {erme of this
Consent Agreament,

10. MORNITORING

10.4. The Commission may request, at any time, but not more than onge annually,
that Curro and Grit submit & report to the Commisslon confirming compliance
with this Consent Agreement.

10.2. Follawing receipt of such & report, the Commission may request coples of, or
sccess to, any docyments related to compliance with the ferms of this Consent

Agreement.
/ :«"
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11.VARIATION

11.1!

11.2.

Curro and/or Grit shell be entitied fo apply % the Cormmiesion for & walver,
relexation or modification of any of the tarms of thig Consent Agresment. In the
event of the Commission, Curro andlor Grit egresing upon the walver,
relaxation or modification of this Consent Agresment, the Commission, Cumo
and/or Grit shafl apply to the Tribunal for confirmation by it of such walver,
relexation, or modification,

In the event of the Commisslon not agreeing fo the walver, relaxation or
maodification of this Consent Agreemant, Cumo end/or Grit shall be entitled io
apply to the Tribunal for an orderwalving, relexing, or modifying of this Consent
Agresment. The Commisslon shell be entitled to opposs such spplication, with
good reason.,

12.GENERAL

12.1.

12.2.

i2.3.

This Consent Agreement is in full and final setflsment of all compleints against
Curre endfor Grit arising from the Complaint under the Commisslon case

number 2017Jan0035, ex well as case numbers 2017Jan0041, 2017MarD125
and 2018Feb00186,

This Agreement supersedes and replaces any and ail agreements befween the
Parties and undertakings given to ar on behalf of the Parties In relation to the
sublect matter hereof. Without derogating from the generality of the foregoing,
this Agrasment supersedes and replaces the consent agreement relating lo the
same cormpieint, as conclided between the Parlies on ar sbout 13 June 2048,

The undertakings in respect of future conduct contalned in this Cansent
Agreement shall apply for & period of ten years from the date that thls
Settlement Agreernent is made an order of the Tribunal.
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12.4. This Consent Agreement may be signed in counterparts,

FOR THE COMIKISSION

DATED AND SIGNED AT ?vi’/lr'el\' LA ONTHE Zznm OF F @(P 2018

€OS| BONAKELE
. COMPEXITION COMMISSIONER

FOR CURRC

DATED AND SIGNED ATDJ» P "&QH THE [S_ DAY OFgﬂm_y_'? 2018

-

il
e 3

-
ANDRIES GREYLING
CHIEF EXECUTIVE OFFICER
CURRQ HOLDINGE LIKITED

FOR GRIT

DATED AND SIGNED AT g\%x& ONTHE/S_ DAY 05%@4%2018

GHIEF EXECUTIVE OFFICER
GRIT PROCURENMENT SOLUTIONS (PTY) LTD
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"“ENNEXURE A"

LIST OF SCHOOLE

E-commerce and shops

CURRD E-COMMERGE  [CURRQSHAPS [MERDIAN E-COMMERCE  JACADEIAY BLOMMERCE OTHER SHQpPs
o SELECTED TERKSALEY (0%} AWD SEECTRD IR RALES 103!

Custo Woudkllt_ Iioiian Conma Lty . Bemdeey Blpville Greafosstais High
Covre Waterstoos _[Myriesn Rusjonliory Acedoy Wlieshenive] Cursfontels Prisrary
terliben Neweastle Arsdoory Biversde

dinn Xieing Ardicrny Pretors
Merldion Phshuest ey Sosbengry
P@y!ﬁsﬁdﬁi
. JAceemy Sapdvey

CURRO SHOPS __ |OTHER SHOPS BULK GRDERS & DELIVERY

Currs Wondhill QGersfontein High Notthern A cademy
Cutro Waterstone Garsfonfein Primery

& /Iy
/y
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"ANREXURE B”

CODE OF CONDUCT [N LINE WITH THE DEE CIRCULAR

{. The Respondents underiake that they will not, following 12 months -of the
signature of this Consent Agresment, be parly to any agreement or practice
pursuant fo which school unifforms would be designed, menufactured or sold in
breach of the Consent Agreement and the guidelines of this Annexure B, the
letter baing defailed beiow. For the avoidance of doubt, the extension referred to
in clauge 54,2 does not breach this underteking.

The Desjan of School Uniform

3. School unform items must be as generic as reasonably possible so that they can
be obtained Fom multiple suppliers. Where school uniforms consist of more
generic ems, which parents can buy from general retailers, at lower prices, the
potential harm resulting from exclusive agreements may be lsssened, since

parents will have more choices in respsct of where fo shop for these Hems and
ta decide what price they are willing 1o pay.

3. Where this is not reasonably possible, exclusivity should be {imited to such items
that the schaol regards as being necessaty to get from the pre-selected supplier.
In other words, the number of unlque school uniform ltems and unigue sport

uniforns iems that form part of the basic compulsory school uniform should be
limited.

Contracting with Supplie

4, Curmo or, whers applicable, Grit shall engage In & Compstilive bidding process
when sourcing a supplier of Curro school unfform ftems. This will give any
potential school uniform suppliers the opportunity to bid to supply schools with
school uniforms with the alm of stimulating competition.
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Where regsonably possible, Curo or, where applicable, Gnt shall have more
then one supplier of school unfform keme. The use of more than one suppller
should provide parents with more cholces, reducs the ncentive of the supplier fo
charge vety high prices and prevent the fotal elimination of compatition during
the duration of the contract, The aim is fo stimulate competition but keep prices
as low as reasonsbly possble.

Any contract entered into to supply school unfform ftlems by Curro or, where
applicable, by Grit must be for a limfted duration of not mare than & vears, Atthe
end of the confract period, & new Compatitive bldding process must be embearked
upon, that compliss with the guldance contalnad hereln.



