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Directors’ report
The directors have pleasure in submitting their report for the year ended 29 February 2020.

Nature of business
Famous Brands Limited (Famous Brands) is a holding company listed on the JSE Limited (JSE) under the category Consumer Services: 
Travel and Leisure. The Group is Africa’s leading branded food services franchisor.

Famous Brands’ vertically integrated business model comprises a portfolio of 24 brands represented by a franchise network of 2 898 
restaurants across South Africa (SA), the Rest of Africa and Middle East (AME) and the United Kingdom (UK), underpinned by substantial 
Logistics and Manufacturing operations.

Directors’ responsibilities
The responsibilities of the Company’s directors are detailed on page 8  of the AFS.

Financial statements and results
The Group and Company's results and financial position are reflected on pages  8  to  108  of the AFS.

Significant events
All significant events have been detailed within the financial results.

Corporate governance
The Corporate governance report is set out on pages 120  to  152  of this document.

Tangible and intangible assets
Movements in the Group's tangible and intangible assets are set out in Note 1 Property, plant and equipment and Note 2 Intangible assets 
in the AFS.

Performance subsequent to reporting date
Shareholders are referred to the detailed commentary related to events after the reporting period contained in Note 35 Subsequent 
events.

The first quarter of the current financial year, which commenced on 1 March 2020, has been extremely challenging for the business. 
Negligible revenue was generated in the five weeks of the initial lockdown, when the majority of our restaurants, and all but one of our 
manufacturing plants were closed. Subsequent to the initial lockdown, with the easing of restrictions which enabled the re-
introduction of delivery sales, revenue improved slightly, however remained far off historical levels. Unfortunately, the school holidays 
and Easter peak trading period coincided with the lockdown, which impacted further on projected revenue; this trend will likely 
continue into the second quarter unless all trading restrictions are lifted before the winter holiday period.

Aligned with our three-year roadmap, and accelerated by the COVID-19 global pandemic, our focus over the past three months has 
been to right-size the business, reduce costs and preserve cash to facilitate balance sheet flexibility.

In this regard, a range of measures were swiftly implemented across the business. These include a freeze on operational and capital 
expenditure; providing emergency franchisee relief in the form of temporarily deferred payments (for pre-lockdown debt) and reduced 
royalties and fees post the lockdown; negotiations with banks and landlords; strategic temporary hibernation of parts of the business 
which are not permitted to operate under current lockdown restrictions; and a limited retrenchment programme where all other 
options have been exhausted.

Following the easing of lockdown restrictions, operational focus has been on optimising the Group’s home delivery competence, where 
practicable and in line with regulations. In terms of our branded portfolio, approximately 40% of the restaurants are able to offer 
delivery-only services. The viability of the limited delivery-only model remains to be proved, but at this early stage is showing positive 
signs given that this channel is the only access available to consumers.
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Looking forward
The external operating environment 
post the COVID-19 global pandemic 
lockdown restrictions will continue to 
provide ever-changing and challenging 
conditions. Our business will therefore 
continue to adapt and transform to align 
with these challenges. Management and 
the Board are confident that we have a 
solid business model as well as the 
required specialist skills to navigate and 
guide our recovery. Our strategically 
structured diverse portfolio, agility and 
the ability to continuously innovate 
across brands and trading formats will be 
key to driving growth going forward.

Prospects
The adverse financial impact on the 
travel and hospitality industry due to the 
outbreak of the COVID-19 global 
pandemic and the resultant national 
lockdown and trading restrictions has 
been severe thus far. The Casual Dining 
segment has been closed since the start 
of the lockdown. Our view is that it will 
only re-open once the COVID-19 global 
pandemic has subsided. This has a 
significant negative impact on our 
business.

Our further concerns going forward are 
centred around how long the lockdown 
and trading restrictions will remain in 
force, as well as the potential impact on 
consumer spending behaviour post 
lockdown. Parallel to the remedial and 
revival activities discussed under the 
heading Performance subsequent to 
reporting date in this report, we have 
absolute clarity of purpose in terms of 
our three-year strategic roadmap. The 
three key areas of focus include an 
expansion programme (growing our 
Leading brands and retail business and 
building depth of the AME footprint), a 
consolidation programme (disinvest 
from non-core brands and non-core 
manufacturing and logistics facilities, and 
intensify investment in high return 
assets), and optimise capital 
management and allocation.
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We fully endorse the decisive actions 
taken by the respective governments in 
our various trading jurisdictions to 
contain the spread and impact of the 
COVID-19 global pandemic and are 
committed to ensuring that all of the 
Group's re-opened operations are 
managed responsibly and in compliance 
with risk mitigating regulations. We 
remain optimistic that government’s 
risk-adjusted strategy in SA will enable 
the economy to re-open in a considered 
manner to the benefit of all stakeholders.

Expansion programme
• Our Leading brands are strong and 

agile and our goal is to re-invigorate 
them to gain market share. This is 
exemplified by our traditional Casual 
Dining brands, such as Wimpy, Mugg & 
Bean and Fego Caffé, flexing their 
models to expand their delivery 
offerings;

• albeit restricted, our AME business 
continued to operate during the 
lockdowns in our various territories, 
and once restrictions ease, should 
perform well. Our goal is to grow the 
Group’s presence in the AME region by 
leveraging our footprint in existing 
markets with the same portfolio of 
brands; and

• the intention is to expand our current 
retail offering by leveraging our owned 
route-to-market. The retail business 
continued to operate during the 
lockdown, and has confirmed its 
potential for scalability.

Consolidation programme
• Our goal is to grow selected Signature 

brands which have potential for scale 
and exit non-performing brands and 
non-viable sites. Our ongoing 
programme to optimise the structure 
of this portfolio will be determined by 
the nature of the recovery of the 
Casual Dining segment, which is 
expected to be protracted and 
unforgiving;

• our intention is to exit non-core 
manufacturing activities and intensify 
investment in core facilities. Our 
Manufacturing division was streamlined 

during the reporting period and is 
structured to outsource business in 
future where volume does not deliver 
efficiency at historical levels; and

• capital expenditure (capex) incurred in 
the Logistics business in the reporting 
period was well timed and further 
spend has been halted until there is 
more certainty in the operating 
environment. In line with our 
programme to restructure and 
right-size the business which 
commenced during the year, two 
logistics centres have been identified 
for closure over the forthcoming year.

Capital management and 
allocation
• Cash generation is a core strength, 

notwithstanding a reduced business;

• our overhead cost structure is low, 
which positions the business well for 
recovery. Focus will be on generating 
free cash flow through improved 
working capital management and 
limiting non-essential capex;

• while our current debt levels are high, 
they are manageable;

• as announced in the cautionary 
announcement published on SENS on 
2 April 2020, the Board has resolved to 
not provide further financial assistance 
to the GBK business. The cautionary 
announcement was subsequently 
renewed on Wednesday, 20 May 2020, 
as deliberations in respect of the 
impact of the matter are still in 
progress; and

• we will continue to align the supply 
chain and cost drivers to afford our 
franchise partners a competitive 
advantage while maintaining Return 
on Capital Employed (ROCE) targets.

Dividends
The COVID-19 global pandemic and 
subsequent lockdown measures 
implemented across the Group’s various 
trading jurisdictions have had a 
significantly adverse financial impact on 
the business. With almost all of our 
operations shut down for the duration, 
the Group earned no material revenue 
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for five weeks. The Board has considered the current cash position and facilities available 
to the Group and is of the opinion that while the Company will be able to service its 
obligations in the foreseeable future, under the current circumstances it is deemed 
prudent to preserve cash to facilitate balance sheet flexibility. In this regard no dividend 
will be paid for the second six months of the reporting period.

Share capital
The authorised and issued share capital of the Company at 29 February 2020 is set out in 
Note 9 Issued capital and share premium of the consolidated financial statements. 

Issued during the year
The Company issued 119 839 (2019: 88 784) ordinary shares for a cash subscription of 
Rnil (2019: Rnil) to participants of the 2015 Share Scheme for the vesting of the retention 
shares.

Shareholder spread and material shareholders
In terms of the JSE Listings Requirements paragraph 3.37 and 4.28 (e), Famous Brands 
complies with the minimum shareholder spread requirements, with 76% (2019: 75%) of 
ordinary shares being held by the public at 29 February 2020. Details of the Company’s 
shareholder spread and material shareholders are set on page 183 .

Staff Share Incentive Scheme
Details are reflected in Note 30 Share-based payments of the consolidated financial 
statements.

Directors and Company Secretary
The names of the directors and the Company Secretary at the date of this report are 
detailed on page 185  of this document.

Changes to the Board
The following changes took place during the period:

• Thembisa Skweyiya resigned as an independent non-executive director with effect from 
8 March 2019;

• Bheki Sibiya, a long-standing member of the Board retired at the AGM on 26 July 2019; 
and

• with effect from 1 August 2019, Alexander Maditse was appointed as an independent 
non-executive director to the Board.

Special resolutions
The special resolutions passed by the Company at its AGM held on 26 July 2019 are 
detailed on page 3  to page 5  of the 2019 Notice of AGM of Shareholders and 
Summarised Results.

At the next AGM to be held on 24 July 2020, shareholders will be requested to approve 
special resolutions detailed in the Notice of AGM of Shareholders.

Subsequent events
Refer to Note 20 of this document for details on subsequent events.
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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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