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Audit and Risk Committee report
In terms of section 94 of the Companies Act, No 71 of 2008, as amended (the Companies Act) the report by the Audit and Risk 
Committee, (the Committee), which is chaired by Deon Fredericks, is presented below.

Composition of the Committee
• Deon Fredericks (Chairman);

• Norman Adami; and

• Emma Mashilwane.

Responsibilities of the Committee
During the financial year ended 29 February 2020 the Committee met on four occasions. The attendance at the Committee’s meetings 
is set out below:

Meeting attendance

Independent non-executive director 21 May 2019 28 June 2019 22 October 2019 4 December 2019

DJ Fredericks 1 1 1 1

NJ Adami 1 1 1 1

TE Mashilwane 1 1 1 1

In addition to the duties set out in the Committee’s Charter, the Committee carried out its functions, inter alia, as follows:

External audit
• Nominated the re-appointment of Deloitte & Touche as the registered independent auditor for the financial year ended 29 February 2020, 

after satisfying itself through enquiry that Deloitte & Touche and SJ Nelson are independent as defined in terms of the Companies Act and 
the Independent Regulatory Board for Auditors (IRBA) in terms of the Auditing Profession Act;

• determined the terms of engagement, reviewed the external audit plan and reviewed the fees to be paid to Deloitte & Touche;

• ensured that the appointment of Deloitte & Touche complied with the legislation relating to the appointment of auditors;

• considered the tenure of Deloitte & Touche and the engagement partner;

• considered the quality controls processes of the external auditor and specifically audit quality reviews conducted over the designated 
auditor, including those performed by the IRBA as part of its routine review process in terms of the Auditing Profession Act;

• considered the appropriateness of the other auditors engaged to perform audits within the Group, being Rees Pollock Chartered 
Accountants in the UK and PKF Botswana and deem them appropriate;

• understood and assessed the procedures performed by Deloitte & Touche to place reliance on the work performed by the other auditors;

• reviewed the external auditors’ report on the consolidated and Company Annual Financial Statements (AFS) and the key audit matters; and

• issued a request for proposals for rotation of auditors due to the Company’s early adoption of mandatory audit firm rotation.

Mandatory rotation of auditors
Following careful consideration including the need for rotation of external auditors, the Board of Famous Brands (the Board) embarked 
on a tender process to consider the appointment of an external audit firm.

The Audit Committee, after following the process set out in paragraph 3.84(g)(iii) of the Listings Requirements, recommended the 
appointment of KPMG as the Company’s external auditor with N Southon as designated partner.

The Board has accordingly appointed KPMG as auditor in respect of the financial year ending 28 February 2021 as a replacement for 
Deloitte & Touche.

This appointment is effective 24 July 2020, subject to the approval of the Company’s shareholders at the AGM. The effective date for the 
retirement of Deloitte & Touche will be 23 July 2020 and they remain responsible for the completion of the audit in respect of the year 
ended 29 February 2020.
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The Committee has assessed the 
independence and the suitability for 
appointment of KPMG and the 
designated individual partner, N 
Southon, and in doing so has requested 
from and consulted with the audit firm 
on the information detailed in paragraph 
22.15(h) of the Listings Requirements, 
and is satisfied with the information 
provided and the suitability of KPMG as 
external auditor and N Southon as 
designated individual partner.

The appointment of KPMG 
and the auditor is 
presented and included as 
a resolution at the AGM as 
set out in the Notice of 
AGM.

Internal Audit
• Reviewed the Internal Audit reports 

and processes;

• reviewed and approved the Internal 
Audit business plan, budget and audit 
plan;

• performed the annual review and 
approval of the Internal Audit Charter; 
and

• the Committee is satisfied with the 
competence of the Head of Internal 
Audit.

Risk management
• Reviewed and approved the risk 

management business plan and 
budget;

• reviewed the Group risk register; and

• reviewed the IT governance.

Financial statements, 
accounting practices and 
other financial matters
• Reviewed an assessment prepared by 

management of the going concern 
status of the Company and made 
recommendations to the Board. 
The Committee concurred that the 
adoption of the going concern 

premise in the preparation of the AFS is 
appropriate;

• reviewed the financial and general 
covenants applicable to the Group 
based on the current lending structure 
and the current capital structure, which 
was found to have been complied with 
and appropriate;

• considered concerns and complaints 
relating to financial reporting and 
accounting practices, internal audit, 
contents of the Group’s and the 
Company’s financial statements, 
internal financial controls and any 
related matters;

• evaluated and reported to the Board 
on the effectiveness of risk 
management controls and governance 
processes;

• reviewed the processes in place for 
reporting concerns and complaints 
relating to financial reporting and 
accounting practices, internal audit, 
contents of the Group’s and the 
Company’s AFS, internal financial 
controls and any related matters. The 
Committee can confirm that there 
were no concerns or complaints noted;

• reviewed and recommended the short 
and long-form announcements to the 
Board for approval;

• reviewed and recommended the 
Interim and AFS to the Board for 
approval;

• considered the appropriateness of the 
accounting policies adopted and 
changes thereto;

• considered accounting treatments, 
significant unusual transactions and 
key accounting judgements;

• reviewed and recommended the IAR 
to the Board for approval;

• considered the reports of the internal 
auditor and external auditor on the 
Group's systems of internal control 
including financial controls, business 
risk management and maintenance of 
an effective internal control system;

• received assurance from management 
that proper and adequate accounting 
records were maintained and the 

systems safeguard the assets against 
unauthorised use or disposal therefore;

• annual review and approval of the 
Committee Charter;

• considered and noted the following 
reports published by the JSE and 
ensured that appropriate actions were 
taken to apply the recommendations 
made:

 – reporting back on proactive 
monitoring of financial statements 
in 2019 (published 18 February 
2020);

 – IFRS 9/15 Thematic Report 2019 
(published 6 November 2019);

 – the Activities of the FRIP in 2019 
(published 22 October 2019); and

 – combined findings of the JSE 
proactive monitoring of financial 
statements: Reviews done 2011 to 
2018 (published 11 October 2019)

Based on the above, the Committee 
formed the opinion that there were no 
material breakdowns in internal control, 
including financial control, business risk 
management and the maintenance of 
effective material control systems.

Expertise and experience 
of the Group Financial 
Director (Group FD) and 
finance function
The Committee is satisfied with the 
experience and expertise of the Group 
FD, Kelebogile Ntlha. The Committee is 
also satisfied with the expertise and 
adequacy of resources of the finance 
function.

Key audit matters and 
significant areas of 
judgement
In considering key accounting 
judgement areas, the Committee 
considered the key audit matters as 
follows:
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Adjusting vs. non-adjusting post-balance sheet events
The Committee has considered the COVID-19 global pandemic and related impact on 
the Group's operations and the preparation of the FY2020 AFS. The Committee is 
satisfied that the events related to the COVID-19 global pandemic are non-adjusting 
post-balance sheet events for the purposes of approving the FY2020 AFS and these 
events have been disclosed accordingly as part of Note 20 Subsequent events of this 
document and Significant area of judgement and sources of estimation uncertainty 
Accounting Policy Note 4 in the AFS.

Going concern
The Committee has considered the going concern assessment as prepared by 
management, including the Group’s outlook regarding trading conditions that will 
persist into the foreseeable future. This assessment is based on a range of varied 
scenarios (including assumptions regarding a worst-case scenario of a three- month 
lockdown, the rate of return to normal trading, debt service and covenant requirements, 
working capital requirements, and relief measures implemented by the respective 
governments in our various trading jurisdictions), and are satisfied that the Group is a 
going concern for the foreseeable future based on the information available at the time 
of approval of the AFS.

Impairment assessment of goodwill and indefinite life 
intangible assets associated with GBK
The Committee has considered the significant estimates and judgements in the 
valuation model of the GBK cash-generating unit, which are disclosed in Note 8 
Intangible assets. The Committee is satisfied that no impairment (2019: R573 million) is 
required on the GBK cash-generating unit for the current year based on the conditions 
that existed on 29 February 2020.

In the SENS announcement published on 2 April 2020, shareholders were advised of the 
Board’s decision to not provide further financial assistance to the GBK business. 
Shareholders were further cautioned that this decision may result in an impairment of 
the full value of the Group’s investment in GBK. Refer to Note 20 Subsequent events.

Impairment assessment at GBK store level property, plant 
and equipment
Due to underperformance of certain stores in the UK and the Republic of Ireland, 
management has applied judgemental assessment on the recoverability of assets on 
these stores at year-end. An impairment of R53 million (2019: R301 million) has been 
recognised. The Committee is satisfied with the impairment recognised and disclosure 
thereof.

Impairment of investment – GBK (Famous Brands Limited 
level)
The impairment of the investment at Famous Brands Limited has been assessed in line 
with the assumptions in the indefinite life intangible assets key audit matter. The 
Committee is satisfied no impairment (2019: R713 million) is required for GBK in the 
Company financial statements based on the conditions that existed as at 29 February 
2020.

IFRS 16 lease liabilities
The Committee is satisfied with the 
process followed by management in 
implementing IFRS 16. The accounting 
policy for IFRS 16 is disclosed in 
Accounting Policy Note 9 in the AFS and 
details are set out in Note 4 in this 
document, Note 1 Property, plant and 
equipment and Note 13 Lease liabilities in 
the AFS.

Other significant 
judgement areas
The Committee has further considered 
the remaining significant judgements 
and sources of estimation uncertainty 
per Accounting Policy Note 4 in the AFS 
and is satisfied that appropriate 
judgement has been made and 
processes followed in concluding on the 
significant judgement areas.

Restatement of AFS 
relating to marketing 
funds
The Committee has considered the 
restatement related to marketing funds 
in Note 21. The Committee has 
considered the circumstances that led to 
the restatement and has implemented 
the necessary steps to prevent the  
re-occurrence of such a restatement.

Conclusion
Having considered all the material 
factors and key audit matters, the 
Committee recommended the AFS for 
the year ended 29 February 2020 for 
approval to the Board. The Board has 
approved the AFS which will be open for 
discussion at the forthcoming AGM of 
shareholders.

DJ Fredericks  
Chairman

25 May 2020
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