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The impact of 
the COVID-19 
global pandemic 
will overshadow 
everything that 
has come before it.

SANTIE BOTHA
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LEADERSHIP COMMENTARY
Chairman’s statement 
I am pleased to report that we concluded the review period having exceeded many of 
our benchmarks and targets, learnt vital lessons and emerged a more cohesive team 
and business – with an even clearer sense of purpose. 

The year under review proved to be a thorough test of the Board and management’s 
resilience, and an intense interrogation of the relevance of our strategies and the depth 
of the high-performance culture the Group prides itself on.

In the intervening months since the Group’s financial year-end on 29 February 2020, 
the unprecedented impacts related to the COVID-19 global pandemic continue to 
overshadow everything before it. 

In the interests of accurate and representative reporting, I have confined this statement 
to the review period and limited my observations on the extraordinary post-year-end 
events to the commentary on performance subsequent to the reporting date and the 
future outlook. 

SA 
In my 2019 statement I expressed the hope that the change of political leadership in SA 
and the President’s stated commitment to growing the economy and enhancing 
governance would translate into increased investment in the private and public sectors. 
Unfortunately, the transformational reforms that stakeholders anticipated did not 
materialise, and consumer and business confidence remained at disturbingly low levels. 
Furthermore, country-specific adversities including frequent load shedding, sustained 
poor community service delivery, and incessant fraud and corruption further 
exacerbated the negative sentiment. 

UK 
For most of the year under review, trading conditions in the UK remained coloured by 
uncertainty surrounding Brexit and the lead up to national government elections in 
December 2019. The Conservative Party’s subsequent election victory instilled a sense of 
direction for the country and served to improve consumer confidence over the last two 
months of the reporting period, notwithstanding generally subdued economic 
conditions.

Industry trends
The food services industry continues to evolve at a rapid pace and our responsiveness 
and flexibility to emerging challenges and opportunities are key to maintaining our 
leadership position in the market.

In line with the trend over recent years, the Quick Service category performed better 
than the Casual Dining segment, primarily due to perceptions of affordability and value. 
The expansion of delivery services also fuelled Quick Service growth ahead of the Casual 
Dining segment. Consumer category visits remained stable during the review period, 
demonstrating that momentum in the industry is driven primarily by the roll out of new 
stores into previously untapped markets.

The value offering remained a key driver for consumers facing financial hardship, 
however, value is increasingly defined as an all-round “experience”, which encapsulates 
reliability, quality, service and positive brand association. This experiential trend is 
primarily driven by the widespread increase in social networking via social media, and 
the rising influence of millennials, whose value set differs from previous generations, and 
who prize experiences over materialism.

Consistent with the prior year, technology remains a key differentiator in the industry, 
and participants continued to invest heavily in innovations across the channels. 

79



80 FAMOUS BRANDS Integrated Annual Report 2020

Delivery offerings gained further 
momentum during the period, with a 
proliferation of third-party aggregators 
investing significantly and competing 
aggressively for market share. The 
eating-out-at-home trend, which has 
emerged recently, accelerated this 
demand for delivery services.

Growing consumer mindfulness of ESG 
issues, continues to translate into 
intensified awareness of health, 
wellbeing, and general ESG 
accountability and responsibility. This is 
reflected in our industry by the demand 
for ethical and sustainable sourcing and 
production, and a greater focus on 
nutrition and health consciousness.

Our Sustainability journey and Better for 
You reports outline the Group’s ongoing 
commitments to promoting responsible 
ESG practices according to clearly 
defined implementation timeframes. 

Ensuring that our brands remain 
innovative and relevant to consumers 
has always been a key driver for the 
business. In light of the trends discussed 
above, there is ongoing commitment of 
resources to:

• ensuring our offering has a strong 
value component;

• ensuring our menus display greater 
awareness of evolving health and 
wellbeing trends;

• investing in our technological 
capability in the digital and social 
media arenas; and

• continuing to upweight our delivery 
offering, both in-house and via 
third-party aggregators.

Our brands’ steady gain in market share 
and the plethora of consumer awards 
achieved over the year illustrate the 
support we enjoy from our customers 
and are rewarding recognition of the 
work our brand teams do to earn their 
loyalty.

Operational review: Brands
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Strategy: building the 
sustainability of the 
business
Vision 2017 – 2020
In 2017 we outlined Famous Brands’ 
vision: to be the leading innovative 
branded franchised and food services 
business in SA and selected international 
markets by 2020.

This vision was pursued relentlessly over 
the past three years and it is satisfying to 
note that the ambitions outlined were 
concluded in line with the 2020 end 
date.

The Group’s leading position in the 
categories we compete in is 
demonstrated by:

• a network of 2 898 restaurants across 
select markets in Africa, the UK and 
the Middle East;

• a strategically structured portfolio of 
brands which enjoy strong loyalty and 
steadily growing market share;

• a vertically integrated supply chain 
which affords franchisees a 
competitive advantage; and

• a reputation for innovation, 
epitomised by our penetration into 
new and untapped categories and 
markets, and our leading-edge, 
consumer-facing technology.

Roadmap 2021 to 2023
Having attained the Group’s 2020 
ambition, the Board and management 
have constructed a new three-year 
roadmap, which is customer inspired, 
brand led and supported by the 
back-end value chain. This roadmap is 
consistent with the long-standing 
emphasis on the front-end (Brands) 
component of the business, but with a 
narrower geographical focus in terms of 
expansion into international markets. 
Our successful “deep but narrow” 
strategy pursued in the AME region will 
be applied to all further expansion 
outside of SA’s borders.

Board focus in 2020
In my 2019 outlook statement I noted 
that the Group had committed to 
improve returns for our franchise 
partners and restore profitability of the 
GBK UK operation.

I am satisfied that good progress was 
made in both regards.

Franchise partner profitability
With the valued contribution and 
collaboration of our franchise partners, 
we made rewarding headway in 
enhancing margins and net operating 
profit through a range of far-reaching 
initiatives. Interventions to bring down 
input costs included menu and product 
re-engineering (rationalising and 
cross-utilising menu ingredients), 
strategic structuring of menu price 
bands and promotional offers, improved 
back-of-house operational efficiencies, 
lower in-house delivery costs and 
improved efficiencies in the supply 
chain. In addition, management 
proactively engaged in negotiations with 
property owners to secure fairer rental 
rates to afford overdue relief to our 
franchise partners.

GBK UK
During the review period remedial 
measures implemented in the GBK 
business continued to gain momentum: 
key areas of improvement included an 
improved product and customer 
experience as well as an increase in 
online sales, which helped to mitigate 
the industry trend of lower in-store 
footfall. The year-on-year decline in sales 
reflects both the economic malaise in 
the hospitality industry in the country as 
well as the fact that the GBK business 
operated with fewer restaurants, which 
was a deliberate strategy post the CVA 
process conducted during the prior 
period.

http://famousbrands.co.za/iar2020/pdf/Our_sustainability_journey.pdf
http://famousbrands.co.za/iar2020/pdf/Operational_review.pdf
http://famousbrands.co.za/iar2020/pdf/Operational_review.pdf
http://famousbrands.co.za/iar2020/pdf/Operational_review.pdf
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Due to the COVID-19 global pandemic during March 2020, the respective governments 
of the UK and Republic of Ireland issued directives to close all restaurants in those 
countries indefinitely until further notice. While various measures of support were 
offered to the industry to mitigate the economic impact of this decision, the uncertainty 
regarding resumption of trading was significant cause for concern in both markets.

In light of this dire situation, the Board reviewed its investment in GBK, and regretfully 
resolved to not provide any further financial assistance to the GBK business. Accordingly, 
the Board of GBK is in the process of considering the options available to the business. 

Shareholders are referred to the commentary in the cautionary announcement 
paragraph in this report.

Debt structure
The Board is pleased to advise shareholders that management successfully concluded 
negotiations with the Group’s primary lender regarding a more appropriate debt finance 
structure in March 2020. The debt covenants were concluded at the same level as the 
previous debt structure. Details of the new structure are discussed in the Group FD’s 
report.

Dividend
The COVID-19 global pandemic and subsequent lockdown measures implemented 
across the Group’s various trading jurisdictions have had, and will continue to have, a 
significantly adverse financial impact on the business. 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 has been declared for the second six months 
of the reporting period.

Transformation
We have, for the first time in an IAR, included a dedicated report on transformation in 
the Group. We view transformation as a social, moral and strategic business imperative 
and will continue to improve on our disclosure in this regard over time. I am pleased to 
confirm that emanating from sustained management focus and implementation of 
meaningful interventions in the SA operations, the Group has improved its BBBEE rating 
from level 7 to level 4. Strategies are in place to accelerate transformation initiatives in 
the year ahead. We are mindful, however, that these initiatives may be impacted in the 
context of the COVID-19 global pandemic.

Corporate governance 
Each year we strive to improve our disclosure and report more transparently across a 
wider range of performance indicators. I am particularly pleased with the enhanced 
disclosure regarding sustainability and governance measures contained in the 
Remuneration report, which takes into account the views and recommendations of 
some of our key stakeholders. There is now greater focus on performance-related 
measures which are used to drive and evaluate the business, resulting in a better alignment 
of management incentives with shareholder interests. 

Remuneration report 

http://famousbrands.co.za/iar2020/pdf/Group_Financial_Directors_report.pdf
http://famousbrands.co.za/iar2020/pdf/Group_Financial_Directors_report.pdf
http://famousbrands.co.za/iar2020/pdf/Remuneration_and_Implementation_report.pdf
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Mandatory rotation of 
auditors
In respect of the Independent 
Regulatory Board for Auditors’ 2017 
ruling on mandatory audit firm rotation 
and in compliance with paragraph 3.75 
of the JSE Listings Requirements, the 
Group’s incumbent auditors, Deloitte, 
have completed the audit for the year 
ended 29 February 2020 and will retire 
with effect from 23 July 2020. KPMG has 
been appointed to succeed Deloitte, 
subject to approval received from 
shareholders at the AGM on 24 July 2020.

On behalf of the Board I would like to 
extend our appreciation to Deloitte for 
their service to the Group.

Appointment of Company 
Secretary
With effect from 1 August 2019, 
Celeste Appollis was appointed 
Company Secretary. The Board is satisfied 
that Celeste possesses the competence 
and experience required to fulfil the role.

Performance subsequent 
to the reporting date
The period between the Group’s 
year-end and the publication of this 
report has been fraught with challenges 
for the business. Due to the various 
government lockdowns and related 
regulations, the Group’s operations have 
been severely impacted and accordingly, 
have generated minimal revenue. 

In the context of the challenges faced 
since the middle of March 2020, a range 
of immediate measures were 
implemented across the business to 
protect liquidity through cost reduction 
initiatives, with cash preservation as a 
priority. These measures are discussed 
in more detail in the CEO’s report.

Following the easing of lockdown 
restrictions from Level 5 to Level 4 on 
1 May 2020, delivery-only trade was 
re-introduced in our industry. With the 

support of our franchise partners and by 
flexing business models, we succeeded 
in adapting approximately 40% of the 
brand portfolio to offer delivery-only 
services, which generated approximately 
20% of budgeted revenue. Subsequent 
to further easing of restrictions from 
Level 4 to Level 3 on 1 June 2020, 
delivery-only trade was expanded to 
include collect/take-away services. 

We anticipate that our operations will 
only return to some degree of normality 
once all trading restrictions are lifted in 
all of our markets.

Cautionary announcement 
In the cautionary announcement 
published on SENS on 2 April 2020, the 
Board advised that regretfully, the GBK 
UK business would henceforth no longer 
receive financial assistance from the 
Group. This decision followed the 
deterioration in GBK’s store sales in the 
UK after year-end due to the COVID-19 
global pandemic, and the subsequent 
directive by the governments of the UK 
and Republic of Ireland to indefinitely 
close all restaurants in those countries. 
While various measures of support were 
offered by the respective governments 
to the industry to mitigate the economic 
impact of this decision, the uncertainty 
regarding resumption of trading was 
significant cause for concern in both 
markets. 

The cautionary announcement was 
subsequently renewed on 20 May 2020 
as deliberations in respect of the matter 
were still in progress. 

The future
At the close of the review period on 
29 February 2020, the Group was on 
track, following a year of intensified focus 
on the core components of the business 
and our unwavering goal to align 
investment of resources with returns. 
Our success in this regard was 
exemplified by the solid results reported 
by the Leading brands in an extremely 

difficult environment and our 
streamlined business model reflected by 
the disposal of the non-core Coega 
Concentrate operation and exit of 
non-viable brands, including The Bread 
Basket and Catch. 

At that point, it would have been a 
simple task to outline our plans and 
targets for the year ahead and our 
strategies to achieve them.

However, with the onslaught of the 
COVID-19 global pandemic across the 
world, we have been overtaken by an 
unprecedented event and all our future 
strategies and plans had to be reworked. 
In the initial stages of the pandemic our 
focus was on managing business 
continuity and providing an 
uninterrupted service to our customers, 
while safeguarding our people and 
ensuring the wellbeing of the 
communities we trade in. Following the 
various restrictive measures 
implemented to curb the spread of the 
pandemic by governments in all our 
trading markets, we, along with other 
companies across the country and the 
globe, have moved into managing the 
impact of the crisis and pre-empting 
potential business risks, with strategies 
centered on recovery, rehabilitation and 
re-invention. The reprioritisation of 
digital initiatives and innovations has 
also been expedited.

In the forthcoming months and possibly 
years, we anticipate that public and 
private sector focus will be on restoring 
the health of economies and the 
wellbeing of populations. In SA and AME 
specifically, we foresee greater financial 
hardship for consumers due to stagnant 
economic growth and higher levels of 
unemployment and indebtedness. 
Inevitably, the business landscape will 
alter dramatically with the downscaling 
of large enterprises and the closure of 
smaller independent businesses. 

LEADERSHIP COMMENTARY CONTINUED 

http://famousbrands.co.za/iar2020/pdf/Chief_Executive_Officers_report.pdf


83

Going concern assessment
Our finance, audit and risk teams have committed extensive time and resources to 
assessing the past and projected future impact of the COVID-19 global pandemic on the 
business, and our Audit and Risk Committee has opined that the going concern 
assumption is considered to be appropriate for the preparation of the Group’s AFS for 
the year under review. In this regard, key assumptions were made in respect of the 
Group’s outlook regarding trading conditions that will persist, the easing of lockdown 
restrictions in the future, the Group’s debt service and covenants requirements, working 
capital requirements, access to short-term funding and COVID-19 global pandemic 
related relief measures enacted by various governments.

The Committee’s review is discussed in detail in the Audit and Risk Committee report.

We have communicated regularly and responsibly with the market since the President 
declared a national state of disaster on 15 March 2020. Given the continued fluidity of 
the situation we will continue to do so. 

Message of condolence
The COVID-19 global pandemic has had a devastating impact on the countries in which 
we operate, and tragically taken the lives of many of their citizens. On behalf of the 
Board, I would like to extend my deepest sympathy to those of you who have lost loved 
ones during this unprecedented time. Our thoughts and prayers are with you.

Appreciation
Over the past year the business has endured among the most difficult trading 
conditions experienced in our lifetimes, and subsequent to year-end, the COVID-19 
global pandemic has tested us all in a manner that no one could possibly have 
imagined. I would like to extend my sincerest appreciation to the Group CEO, Darren 
Hele and the Exco team, our franchise partners and all our people across the Famous 
Brands Group for their commitment, resilience and resourcefulness during this time. 

I would also like to thank our wide range of stakeholders who contribute valued support 
to our business.

My fellow Board members have provided constructive and sage counsel throughout the 
year and I am grateful for their continued support and commitment to the Group. 

Invitation to attend the AGM
Shareholders are invited to attend the 26th AGM to be held on Friday, 24 July 2020 at 
14h00 via electronic format as outlined in the notice of the AGM.

Santie Botha
Chairman

29 June 2020
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We have made a 
significant step-
change in our 
traditional high-
performance 
culture. Across 
our operations we 
are inculcating 
a better 
understanding 
of how to create 
value in every 
component of the 
business.
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Chief Executive Officer’s report

Year in review 
In my previous report, I noted that the 2019 financial year had been one of the most 
difficult in our Group’s history. Little did I – or anyone else – anticipate what would lie 
ahead.

In terms of timing, the COVID-19 global pandemic effectively commenced after the 
Group’s year-end and therefore is covered in the commentary on performance 
subsequent to the reporting date in this report. 

Trading conditions across our markets continued to deteriorate over the 2020 financial 
year, with SA edging into recession in the latter half of the review period. Consumers in 
all our key jurisdictions faced significant financial pressure and business and consumer 
sentiment plumbed new depths.

In this context, and operating in an industry which thrives best in a positive mindset, we 
resolved to overcome the demoralising distractions by focusing on our core task: to 
continue to win over and inspire customers – both existing and new, through an 
unrelenting strategy to surprise and delight. Key to this is our strategic intent to improve 
our competitive posture by delivering unique customer experiences.

I am pleased to report that across the repertoire, our brands enjoyed strong loyal 
customer support, evidenced by the numerous consumer and industry accolades 
achieved and their growth or retention of market share in the extremely competitive 
operating environment. 

As discussed in the Chairman’s statement, we also successfully concluded the goals 
aligned to our 2020 vision and have constructed our roadmap for the next three years. 
This roadmap is customer inspired, brand led and supported by the back-end 
value chain. We have commenced tackling our new goals with the energy and zeal our 
business is renowned for.

Notably, we have made a significant step-change in our traditional high-performance 
culture. Across our operations we are inculcating a better understanding of how to create 
value: by individual, by business unit and by the Group as a whole. This understanding is 
underpinned by intensified performance management criteria, with a clear focus on cost 
leadership and ROI. 

Our starting point had been to more appropriately weight the balance of the business 
with priority focus on the front-end versus the back-end. Commencing with the key 
contributor, our Leading brands division, we have undertaken an in-depth analysis of 
how to improve value creation by brand, by format and by channel. Simply by 
resourcing these brands more accurately, we equip them to compete more equitably in 
a global brand environment.

This report analyses in detail our scorecard in terms of the actions we took to achieve 
our strategic objectives, which are at all times centred on creating value for our 
stakeholders. 

Our Group performance
SA

Brands 

Our Leading brands delivered solid results, reflecting their leadership of the categories in 
which they trade. While remedial measures implemented in the Signature brands’ 
portfolio started to deliver notable improvements, this business unit remains the subject 
of ongoing review and reconstruction. Our combined SA Brands division reported a 9% 
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increase in revenue to R974 million. 
Operating profit reduced by 1% to R472 
million, while the operating profit margin 
decreased to 48.5% from 53.2%. The 
decline reflects significant investment in 
technology enablers in the Leading 
brands portfolio, sub-inflationary menu 
price increases and higher operating 
costs due to tighter allocation of costs 
towards Leading brands, as well as the 
relocation to new offices to alleviate 
congestion at our Midrand Campus.

Our Leading and Signature brands’ 
combined system-wide sales improved 
6.4% and like-for-like sales increased by 
2.9%. Independently, Leading brands’ 
system-wide sales grew 5.7%, while 
like-for-like sales rose by 3.5%. Our 
Signature brands’ system-wide sales 
improved 10.6%, while like-for-like sales 
declined by 0.8%.

Supply chain

Our Manufacturing and Logistics supply 
chain businesses are in service to the 
front-end Brands division, and their 
primary function is to ensure they 
provide a competitive advantage to our 
franchise partners through efficient and 
effective supply and margin support. 
Combined revenue reported by the 
operations rose 1% to R4.5 billion, 
reflecting significant pressure on 
consumer spending in the Brands 
division, and operating profit reduced 
11% to R457 million. The operating 
margin declined to 10.2% from 11.5%, 
primarily due to our tactic to contain 
price increases in the sustained low food 
inflation environment, downward 
adjustments to remain competitive in a 
market where margin was sacrificed to 
gain volume and the ongoing 
programme to re-allocate corporate 
costs to the appropriate business units.

The rest of Africa and the 
Middle East (AME)
In line with our deep and narrow 
strategy in this region, we implemented 
a more direct approach to developing 
brands in existing markets through 
establishing in-country teams and 
investing in Company-owned outlets in 

key nodes in East and West Africa. We 
continued to expand strategic alliance 
partnerships, trial new trading formats, 
strengthen marketing capability and 
leverage delivery offerings where 
appropriate.

Solid system-wide and like-for-like sales 
were reported for the period, with 12 of 
our 16 trading markets recording 
positive system-wide sales growth. 
Combined revenue for the region grew 
15% in Rand terms.

UK
Wimpy UK

Management’s ongoing focus in this 
business is to ensure the portfolio is 
optimally structured and appealing to 
capitalise on growth opportunities in the 
constrained economic environment. The 
business reported sound results in the 
year under review, boosted by an 
increased contribution from the delivery 
offering. Sales rose by 9% in the 
reporting period.

GBK UK and Ireland

Remedial measures implemented to 
stabilise the business and return it to 
profitability gained momentum during 
the period. However, year-on-year sales 
continued to decline, aligned with the 
general trend across the industry. The 
strategy to leverage opportunities to 
expand the multi-party delivery platform 
progressed well, but while online 
delivery revenue grew, this solid 
performance was offset by weaker 
in-store sales in malls and on the high 
street. Like-for-like sales in the year under 
review increased by 2.7%.

On 2 April 2020, the Board announced 
that regretfully, the GBK UK business 
would henceforth no longer receive 
financial assistance from the Group. This 
decision followed the deterioration in 
GBK’s store sales in the UK post year-end 
due to the COVID-19 global pandemic, 
and the subsequent directive by the 
governments of the UK and Republic of 
Ireland to indefinitely close all restaurants 
in those countries. While various 
measures of support were offered by the 

respective governments to the industry 
to mitigate the economic impact of this 
decision, the uncertainty regarding 
resumption of trading was significant 
cause for concern in both markets. 

In light of the Board’s announcement to 
cease further financial support for GBK, 
the Board of GBK is in the process of 
considering the options available to the 
business.  

This decision by the Board to not provide 
further financial assistance may result in 
the impairment of the full value of 
Famous Brands’ investment in GBK. This 
is discussed in detail in the Group FD’s 
report.

Strategy and performance 
scorecard
Our performance as a management 
team and business is evaluated against 
our success in delivering on our key 
strategic imperatives. The commentary 
that follows outlines our progress in the 
review period.

It is imperative to note that the 
commentary regarding our plans for the 
2020/21 period were committed to at 
the end of the prior year, being 29 
February 2020 and pre COVID-19 global 
pandemic. Given the severe impact of 
the pandemic on the business to date 
and the continuing uncertainty 
regarding potential future impact, it is 
anticipated that these goals and targets 
may have to be adapted and will evolve 
as the situation unfolds.

Our priority will be to navigate the 
trading circumstances as dictated by the 
pandemic and the government’s 
risk-adjusted economic activity model. 
Management will continue to monitor 
and mitigate the risks where possible 
and adjust our strategies as appropriate.

LEADERSHIP COMMENTARY CONTINUED 
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Our key strategic imperatives

Improve our 
operational 
efficiencies

Enhance our 
financial 
performance

Prioritise our 
franchise  
partners

Lead in the 
categories we 
compete in

Develop our 
people; ongoing 
commitment to 
transformation

Optimise  
capital 
management

Ensure  
regulatory 
compliance

 Achieved Under way Not achieved

Improve our operational efficiencies

FY2019/20 what we said we would do Evaluation

Continue to leverage efficiencies achieved and drive profitability and margin growth across the operations.

FY2019/20 what we did

• Finetuned our priority areas for investment in the business based on appropriate returns, with a key focus on our Leading brands

• Progressed the programme to build logistics capacity and capability for the next decade with the opening of DCs in the Western 
Cape and Free State

• Rationalised a non-core regional meat plant in the Manufacturing business to leverage existing synergies and reduce costs

• Progressed the goal to streamline the business by exiting non-performing brands and restaurants in weak markets

• Disposed of the Coega Concentrate business in line with the strategy to focus on core competencies and ensure optimal ROI

• Critically reviewed the supply chain cost drivers to maintain its competitive advantage

• Expanded existing in-house capacity to enable the business to serve the retail market directly; this factory-to-shelf strategy is aimed 
at reducing costs and leveraging value in the supply chain

• Ended the review period on track with the three-year programme to return GBK to profitability by 2022

FY2020/21 what we will do

• Commence a programme to reduce excessive corporate and shared services costs

• Build on the potential offered by direct retail distribution

• Drive cost leadership across the business

• Continue to apply a critical filter to analyse the business model with a view to further rationalisation, consolidation and asset sales 
aimed at ensuring an optimal structure and ROI.

LEADERSHIP COMMENTARY CONTINUED 
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Enhance our financial performance

FY2019/20 what we said we would do Evaluation

Improve our measurement and evaluation models and make progress in better identifying key areas for priority 
and investment in the business.

FY2019/20 what we did

During the review period we made good progress across the following key areas:

• Prioritised investment in enabling our brands to attain growth targets

• Embedded new capital allocation disciplines and measures

• Commenced cost-reduction initiatives to enhance free cash flow

FY2020/21 what we will do

Our key focus will be on capital management and improving returns across the business. We will prioritise the following:

• Drive cost-reduction initiatives

• Continue to reduce our net debt:equity ratio

• Critically review the business model on an ongoing basis to identify non-core, non-performing assets for disposal

• Progress/conclude future capitalisation of the GBK business

Prioritise our franchise partners

FY2019/20 what we said we would do Evaluation

• Prioritise profit growth by improving franchisee margins

• Focus on breakthrough innovation in our consumer-facing technology to ensure long-term growth, aligned with 
market dynamics

• Position our Signature brands to penetrate untapped dining occasions

• Profitably incubate future Leading brands

• Continue to support our franchise partners

FY2019/20 what we did

• Our franchise network is stable, and we continue to monitor and support our partners in the testing environment. To ensure that 
the total value chain delivers franchisee profitability, we implemented a range of initiatives to bring down input costs, including 
menu and product re-engineering (rationalising and cross-utilising menu ingredients), strategic structuring of menu price bands 
and promotional offers, improved back of house operational efficiencies, lower in-house delivery costs and improved efficiencies in 
the supply chain to enable it to remain competitive against peer offerings

• Our key goal was to improve declining margins in an environment of high fixed overheads through better alignment of our supply 
chain and cost drivers

• We focused on positioning brands to deliver like-for-like growth ahead of inflation through cutting-edge innovation, marketing and 
research and development

• Our food services capability provides a unique competitive advantage to franchise partners and we intensified focus on operational 
excellence to leverage efficiencies and benefits

FY2020/21 what we will do

• Strive to position the Group as the first-choice franchisor for prospective franchisees in a competitive market

• Franchisee profitability and sustainability will remain a core focus, and are particularly critical given the sustained economic 
downturn and the impact of the pandemic on the restaurant industry

LEADERSHIP COMMENTARY CONTINUED 
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Lead in the categories we compete in

FY2019/20 what we said we would do Evaluation

Open 187 restaurants and revamp 308.

SA Evaluation

• Focus on improving the total customer experience through optimising home delivery and consumer-facing 
technology

• Optimise our portfolio by rationalising underperforming brands and restaurants

AME Evaluation

• Expand our strategic alliance partnerships, trial new trading formats, strengthen our marketing capability and 
leverage delivery offerings

UK Evaluation

• Capitalise on opportunities in the operation and the market to outperform the UK Casual Dining market 
segment and return GBK to profitability

FY2019/20 what we did

• Our brands remain number one or two in the categories they compete in, reflected by our market share, which was maintained or 
gained by Leading brands in the review period, and the vast array of consumer and industry accolades awarded,

Operational review: Brands

• In light of the weak trading conditions, a deliberate decision was taken to scale back on new store openings, and while we fell well 
short of our target, we believe this conservative approach was prudent

• A key focus during the year was to enhance in-store technology to drive the customer experience, including digital menu boards, 
digital payment options and self-ordering terminals

• Our goal to improve the total customer experience was pursued through optimising opportunities in the online ordering and home 
delivery space (own and third-party) and improving accessibility to customers through new flexible, convenience-centered trading 
formats

• Drove cost leadership to entrench the sustainability of the franchise model for our partners

FY2020/21 what we will do

• Our ability to innovate in format, category and technology will remain a key driver of differentiation and growth

• Leverage our business model, which features two distinct brand groupings (Leading and Signature brands) with distinct dynamics, 
which positions us optimally for growth

• In line with the consistent historical trend, our Leading brands will remain the key growth driver in the business. We will position 
them to continue to achieve this role through competitive pricing, authentic brand propositions and operational excellence

• Further simplify the Signature brands portfolio and invest in those brands that have the ability to achieve critical mass

• Identify potential SA or AME franchise brand acquisitions
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Develop our people; ongoing commitment to transformation

FY2019/20 what we said we would do Evaluation

Monthly monitoring of the BBBEE scorecard targeting level 6.

FY2019/20 what we did

• Emanating from sustained management focus and implementation of meaningful interventions in the SA operation, the Group 
improved its BBBEE rating from level 7 to level 4, outperforming its stated target of level 6

• During the review period, an automated scorecard system incorporating the Company values was implemented which enhanced 
performance management, linking performance to rewards

• The Exco team has been progressively strengthened in terms of diversity, experience and expertise available to the business. Further 
detail in this regard is discussed in the Transformation and Governance reports. 

FY2020/21 what we will do

Strategies are in place to accelerate transformation initiatives in the year ahead and maintain our BBBEE rating. We are mindful, 
however, that these initiatives may be impacted in the context of the COVID-19 global pandemic.

We will continue to develop and transform our team to build a fit-for-purpose resource to achieve our growth objectives. Developing 
and retaining depth of talent is a key management priority.

Optimise capital management

FY2019/20 what we said we would do Evaluation

• Continue to focus on prudent capital allocation

• Leverage investment in enterprise resource planning (ERP) to enhance reporting processes and data analysis

• Embed divisional balance sheet reporting to enhance monitoring of divisional ROCE

FY2019/20 what we did

We continued to tightly control the capital investment programme with focus on a range of key areas.

• In March 2020, management successfully concluded negotiations with the Group’s primary lender regarding a more appropriate 
debt finance structure

• Invested in key growth markets in SA and selected markets, spearheaded by our Leading brands portfolio

• Invested in key growth brands, while continuing to divest from underperforming brands

• Invested in consumer-facing technology which enhances the customer experience

• Prudent investment in logistics capacity and manufacturing maintenance capex

• Re-orientated the business leadership to focus on working capital management and free cash generation

• Continued to drive reduction of interest-bearing debt

• Recommenced an interim dividend
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Optimise capital management (continued)

FY2020/21 what we will do

• Continue to drive cost-reduction initiatives across the Group

• Continue to rationalise non-performing, non-core brands and plants, specifically in the Signature brands portfolio and Manufacturing 
business

• We have advised that no further financial support will be provided to GBK

Ensure regulatory compliance

FY2019/20 what we said we would do Evaluation

Continue to improve our quality of ESG reporting and implement our sustainability policies in line with the 
timeframes we have committed to.

FY2019/20 what we did

• Continued to drive our sustainability journey programme across the business to promote greater awareness of consumption of 
non-renewable resources and the impact of our operations on the environment. Our sustainability journey section details our 
initiatives and measures to mitigate the negative impacts produced in this regard

• We view transformation as a social, moral and strategic business imperative and have, for the first time in an IAR, included a 
dedicated report on transformation in the Group

• We have also enhanced disclosure regarding sustainability and governance measures in the Remuneration report, which now 
has greater focus on more appropriate performance-related measures which are used to drive and evaluate the business

• On their first attempts, our SA manufacturing plants and DCs were awarded NOSA grade 3 (good) and 4 (very good) ratings, 
which is pleasing recognition of the continued focus and improvement on safety, health and environment parameters

• The COVID-19 global pandemic provided an opportunity to test and assess our risk preparedness and management protocols 
across the business. Maintaining hygiene and food safety is an integral part of the daily discipline in our business and the Group 
is accustomed to safeguarding its environments through strong operational and hygiene protocols which comply with industry 
best practice

FY2019/20 what we said we would do

• We will continue to improve our disclosure in the Transformation and Remuneration reports and communicate more 
transparently across a wider range of performance indicators over time

• Risk assessment and management have become key disciplines in the business over the past two years, which has been of 
benefit across our operations. We will continue to implement rigorous protocols in this regard; more specifically, hygiene and 
health and safety controls and regimes will continue to be monitored closely

• We will strive to maintain and improve on our NOSA gradings (3 and 4) in the year ahead

http://famousbrands.co.za/iar2020/pdf/Our_sustainability_journey.pdf
http://famousbrands.co.za/iar2020/pdf/Transformation_report.pdf
http://famousbrands.co.za/iar2020/pdf/Remuneration_and_Implementation_report.pdf
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Performance subsequent 
to the reporting date
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. 
Accordingly, aligned with our three-year 
roadmap, and accelerated by the 
pandemic, our focus over the past three 
months has been to right-size the 
business and prioritise core long-term 
operations, reduce costs and preserve 
cash to facilitate balance sheet flexibility. 

In this regard, a range of measures were 
swiftly implemented across the business. 
These included a freeze on headcount 
and operational and capital expenditure; 
providing franchisees with relief in the 
form of temporarily deferred payments 
(for pre-lockdown debt) and reduced 
royalties and fees post the lockdown; 
negotiations with landlords; strategic 
temporary hibernation of parts of the 
business which are not permitted to 
operate under current lockdown 
restrictions; reduced working hours, 
salary sacrifices and a limited 
retrenchment programme where all 
other options have been exhausted and 
access to the UIF TER Scheme from April 
2020. In addition, additional cash 
facilities were negotiated with the 
Group’s primary lender.

Management’s operational focus over 
this period has been on collaborating 
with our franchise partners to assist 
them to flex their business models to 
adapt to evolving restrictions prescribed 
by Level 4 economic activity (delivery-
only services) and subsequently Level 3, 
(delivery and collect/take-away services).

The severe impact of the pandemic on 
the performance of the Group’s SA 
brands over the past three and a half 
months since year-end can best be 
analysed in terms of the progression of 
the pandemic. In the first phase – 
awareness of the pandemic, 

commencing prior to 15 March 2020 – 
our Leading brands’ Quick Service sales 
declined by approximately 25% while 
Casual Dining brands’ sales decreased by 
31%. Our Signature brands’ sales 
declined by 22%. 

In the second phase – following the 
declaration of a national state of disaster 
from 16 March 2020 – Quick Service 
brands’ sales declined by 15%, while 
Casual Dining brands’ sales decreased by 
48%. Notably Signature brands’ sales 
declined by 48%.

In the third phase, which commenced 
with the national lockdown on 27 March 
and subsequently eased slightly on 
1 May with delivery-only sales permitted, 
only 40% of the brand portfolio was 
adaptable to trade. Revenue declined by 
62% in the Leading brands division, and 
72% in the Signature brands portfolio.

With further easing of lockdown 
restrictions on 1 June to Level 3 in SA 
which permits delivery and collect/
take-away services, it is anticipated that 
70% of our Leading brands and 20% of 
our Signature brands will trade. They are 
forecast to deliver 35% and 15% of 
budgeted revenue, respectively.

In our AME operation, year-on-year sales 
declined by 30% in March and April 
2020. In May 2020, 74% of our 
restaurants traded, achieving 45% of 
budgeted revenue.

From the commencement of the 
lockdown in SA to date, our retail 
operation continued to trade, supplying 
third-party retailers. Only one of our 
manufacturing plants, LBF, was 
permitted to operate given its “essential 
service provider” status. In Level 4, small 
scale logistics and manufacturing 
services were required to support our 
franchisees’ delivery-only trade. In 
Level 3, we will continue to ramp up the 
manufacturing and logistics operations 
in line with demand from the franchise 
network.

Looking forward
Our operating environment post the 
COVID-19 global pandemic will provide 
unfamiliar and challenging conditions 
which will need to be navigated. The 
new normal will also be different and 
testing, and it is very likely that the 
business will undergo extensive 
transformation as we overcome the 
challenges we face. However, the Board 
and management are confident that we 
have a solid business model and the 
specialist skills in place to guide our 
recovery. Our strategically structured, 
diverse portfolio, agility and the ability 
to innovate across brands and trading 
formats will be key to driving growth. 

The safety of our customers, staff and the 
communities in which we operate is of 
paramount importance to us. Over the 
past few months since the declaration of 
a national state of disaster, we have 
prioritised the wellbeing of our 
employees and their communities 
through comprehensive work-from-
home arrangements where practicable. 

Going forward, as trading restrictions are 
eased, we will be extremely mindful that 
our business needs to continue to play a 
key role in curbing the spread of the 
pandemic. Hygiene and food safety are 
integral daily disciplines across the 
Group and we are experienced at 
safeguarding our workplace through 
strong operational protocols which are 
compliant with industry best practices. 
I am therefore comfortable that our 
business has the ability and flexibility to 
ensure we will meet the required 
risk-mitigating measures to re-open our 
operations fully, efficiently and safely. 

Prospects
Our concerns regarding the future centre 
around how long lockdown regulations 
will remain in force, and the long-term 
impact of the pandemic on consumer 
behaviour and spending in the 
hospitality and travel industry. Our 
Signature brands are firmly positioned in 
the Casual Dining category, which has 
remained closed since the start of the 
lockdown. We anticipate that this 
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segment of the market will only re-open 
once the pandemic has subsided, and 
thereafter, will recover very slowly. We 
are also preparing to navigate the 
potential decline in foot traffic in malls 
and the restrictions on local and global 
travel, which will affect our restaurants 
situated on transit routes. 

With regard to the forthcoming period, 
parallel to the remedial and revival 
activities discussed, we have absolute 
clarity of purpose in terms of our 
three-year strategic roadmap, which we 
will continue to roll out. We have 
identified the following opportunities.

Expansion programme
• Our Leading brands are strong and 

agile and our goal is to reinvigorate 
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 further, 
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.

• 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 review period and is 
structured to outsource business in 
future where volume does not deliver 
efficiency at historical levels.

• Capex incurred in the Logistics 
business in the review 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. Our goal is to 
drive cost leadership including 
reducing corporate costs and shared 
function costs.

• The Board has resolved to not provide 
further financial assistance to the GBK 
business. 

• We will continue to align the supply 
chain and cost drivers to afford our 
franchise partners a competitive 
advantage while maintaining ROCE 
targets.

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. 

Appreciation
Thanks to the sheer determination and 
perseverance of our management team, 
our franchise partners and everyone 
across our Group, we delivered a 
commendable set of results for the 
review period – for which I would like to 
extend my sincerest gratitude.

Subsequent to the year-end, the 
COVID-19 global pandemic has 
impacted on our economy and our 
society, how we live, interact and work, 
and it is likely that life will never be the 
same as before. But “before” is in the past 
and we need to move forward. We need 
to learn important lessons and build a 
better future.

I would like to thank each one of you for 
the sacrifices made to curb the spread of 
the virus, thereby ensuring the wellbeing 
of our Company, our customers, our 
communities and our country. 

My thanks also go to our stakeholders 
who support us and contribute to the 
success of our business: our customers 
and the broader communities in which 
we trade, our investors, strategic alliance 
partners and business partners.

My fellow Board members have provided 
steadfast guidance over this time and I 
appreciate their dedication.

Darren Hele
Chief  Executive Officer

29 June 2020

LEADERSHIP COMMENTARY CONTINUED 



94 FAMOUS BRANDS Integrated Annual Report 2020

Operational review 

Brands
Our Brands portfolio comprises our Leading brands and our Signature brands. The Leading (mainstream) brands portfolio is segmented 
into Quick Service, Fast Casual and Casual Dining brands. Several of our Signature (niche) brands are JV partnerships with the founders 
of the respective brands.

Our brands are represented through a network of 2 791 franchised and 107 Company-owned restaurants in SA, the AME region and the UK.

SA

Salient features Leading brands Signature brands

2020 2019 2020 2019

Segment revenue (%) 80.4 83.7 19.6 16.3

Like-for-like sales growth (%) 3.5 2.9  (0.8) (0.6)

Operating margin (%) 57.4 61.1  12.0 12.8

Total number of restaurants 2 290 2 244 151 158 

New restaurants opened 81 125 11 32

Number of restaurants revamped 260 238 2 5

Number of restaurants closed 34 53 17 20

Leading brands portfolio: Quick Service
Our Leading Quick Service brands are those that prioritise take away and delivery offerings. While these restaurants offer a limited 
sit-down option, their focus is on quick service. The brands in this segment are: Steers, Debonairs Pizza, Fishaways and Milky Lane.

While Wakaberry and Giramundo remain part of the Leading brands’ results, they are not reported on and are in the final stages of 
being rationalised.

The commentary which follows outlines the key developments and initiatives, awards and areas of future focus for each of our Leading 
brands. We have also rated the performance of each brand in the review period against our FY2020 areas of focus and targets. 

This rating is denoted as follows:  

 Full achievement Partial achievement Non-achievement
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Areas of focus in 
FY2020

• Continued to leverage the delivery capability 

• Intensified focus on the core offering and continued to grow the flame-grilled chicken offering 

Key developments 
and initiatives

• Steers competed successfully and grew market share in the robust burger category through strong 
value promotions

• The brand reported a higher transaction count and delivered double-digit, system-wide and 
like-for-like sales

• Innovations were developed on new menu items, including veggie burgers, and across key strategic 
price bands

• Profitability for franchise partners was enhanced though improved efficiencies in the supply chain

• Digital screens were rolled out and are now available in 214 restaurants

Awards

Best of Pretoria Readers’ Choice Awards

• Winner – takeaway burgers

• Winner – takeaway chips

Best of Joburg Readers’ Choice Awards

• Winner – best chips

What we will focus 
on in FY2021

• Grow the drive-thru format, supported by a re-engineered menu

• Identify and innovate on better burger projects 

• Increase the contribution of third-party and own-delivery service

• Continue to roll out the Khula format from the current footprint of 48 restaurants and also launch a 
container format

• Expand the roll out of self-service terminals and digital screens
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Areas of focus in 
FY2020

• Prioritised franchisee profitability through intensified cost management, menu engineering and 
refining the delivery model 

• Drove sharing value through familiar favourites and innovative products and promotions 

• Retained leadership of the remote delivery space through entrenching the brand’s delivery USP 

• Focused on delivering unique customer experiences at every touchpoint 

Key developments 
and initiatives

• Debonairs Pizza opened its milestone 700th restaurant 
• The transaction count improved and market share was gained in the middle- and upper-income 

segments through popular value offerings and sharing promotions

• Recorded good system-wide and like-for-like sales growth, although own-delivery turnover 
experienced pressure in an aggressively competitive market space

• The new look and feel was rolled out to 73 restaurants

• Invested further in innovative technology through key strategic projects including self-service 
terminals, electric bicycles and central delivery services. Good results were achieved, with the 
projects offering opportunities to improve customer experience and drive down costs

Awards
Sunday Times Top Brands Survey 

Awarded second position in the Most Loved Quick Service restaurant (QSR) brand category – up from 
third position in the previous year

What we will focus 
on in FY2021

• Drive market share through popular favourites and innovative new products

• Continue to improve profitability for standard delivery restaurants

• Invest in own-delivery technology and entrench leading position in the remote convenience arena 
through the brand’s delivery app and online deals

• Grow penetration of the lunchtime occasion

Number of restaurants 
in total

2019: 672

700
Number of restaurants  

in SA
2019: 569

590
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Number of restaurants 
in total

2019: 266

261

Number of restaurants  
in SA

2019: 254

252

Areas of focus in 
FY2020

• Cautiously expanded the store footprint into favourable untapped markets with five new restaurants 

• Grew the online ordering platform and delivery offering 

• Leveraged the brand’s healthier positioning through innovative value-driven summer campaigns and 
exploited opportunities in the sharing and additional occasions categories 

• Invested in TV advertising and a strong digital plan 

Key developments 
and initiatives

• Fishaways grew market share for the third consecutive year despite the continued decline in fish 
segment category visits

• 35 restaurants were revamped to promote a consistent experience across the nationwide network

• The introduction of menu items approved by the Heart and Stroke Foundation entrenched the 
brand’s healthier choice positioning, while strong menu credentials regarding sustainable sourcing 
and support for local communities also gained favour with discerning customers

• Prioritised franchise partner profitability through tactical promotional offers and margin 
management

• Fishaways remains the only fish brand in SA with its own online ordering platform and continues to 
grow its app user base

• Own-delivery capability has been expanded to almost 90% of the network

Awards • AMASA Gold Digital Award for the most effective use of a small budget on digital media

What we will focus 
on in FY2021

• Disruptive competitor promotions are anticipated and will be managed through clear promotional 
strategies targeted across the consumer profile spectrum

• The general decline in category visits is expected to continue and the brand will leverage its strong 
loyal following through value propositions and promotional offerings

• Further investment will be made in enhancing the brand’s delivery offering via third-party service 
providers

• Brand investment will be leveraged through TV advertising and across digital platforms via national 
and regional campaigns
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Areas of focus in 
FY2020

• Rolled out the new format NiceCream Cakes offering to ensure strategic growth of the brand 

• Prioritised menu innovations and promotional campaigns linked to key holiday periods with good 
results 

• Continued to leverage the brand’s social media presence and always-on strategy across all relevant 
technology channels 

Key developments 
and initiatives

• Milky Lane delivered good system-wide and like-for-like sales growth

• The brand successfully launched the bespoke new-look store format at Montecasino, Gauteng

• A hub-and-spoke business model was introduced to improve productivity, whereby in-store 
downtime is used to create products for distribution to other points of purchase including mobile 
carts, mobile solar panel power bikes, carry boxes and in-store display freezers. Based on favourable 
trial results, the model was rolled out across the network in early March 2020

What we will focus 
on in FY2021

• Continued innovation in products and points of purchase to improve appeal and access for 
consumers
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Number of restaurants 
in total

2019: 85

91
Number of restaurants  

in SA
2019: 78

83
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Leading brands portfolio: Casual Dining
Our Leading Casual Dining restaurant brands are those that offer patrons a full-service, sit-down experience. The brands in this 
segment include: Wimpy, Mugg & Bean and Fego Caffé. 

Areas of focus in 
FY2020

• Advanced the dual strategy to grow the contribution from the lunch occasion (burgers and grills) 
while maintaining leadership in the breakfast category 

• Positioned the brand for growth through leveraging sponsorships and strategic partnerships 
• Intensified capability for the rising demand for convenience through an improved delivery and 

takeaway offering  
• Continued to utilise creative platforms, disruptive offers, additional media exposure and a strong 

CRM focus to ensure continued success of our promotional campaigns 
• Launch a new App, Wimpy Rewards, offering customers a unique loyalty scheme 

Key developments 
and initiatives

• In the fiercely contested Casual Dining market, Wimpy retained market share after two years of 
decline. A diversified marketing campaign across a range of mediums and strong value promotions 
served to drive awareness and footfall

• While in-store consumption comprises the majority of Wimpy’s revenue, good growth was reported 
for take away and delivery sales, reflecting the introduction of relevant, customised menu offerings

• Commendable progress was made in improving profitability for franchise partners through lower 
input costs while maintaining quality and good value

• The programme to drive down revamp costs resulted in 41 restaurants being converted to the new 
look design; revamped restaurants continue to report improved results

• The strategy to drive the Wimpy Kids contribution through effective promotions and in-store 
experiences proved very successful, with a significant growth in kids’ parties

Awards

Best of Ekurhuleni Readers’ Choice Awards

• Winner – best spot to head for brunch
• Winner – best place to get an English 

breakfast

Best of Pretoria Readers’ Choice Awards

• Winner – best place to get an English 
breakfast

Best of Mbombela Readers’ Choice Awards

• Winner – best breakfast in town

Sunday Times Generation Next Award 

• Fourth position for Coolest eat out place

Sunday Times Top Brands Survey

• Third place for Best sit-down restaurant and 
seventh place for Best fast food restaurant

APEX Award

• Silver award for Double Double campaign and 
Bronze Award for Grill Up Fill Up campaign

Loerie Awards 

• Finalist for Grill Up Fill Up TV campaign

What we will focus 
on in FY2021

• Roll out mobile payment and mobile vouchers, which are currently in their infancy for the brand, but 
offer good sales potential

• Wimpy has embarked on a new strategic partnership with Momentum Multiply Health, as the exclusive 
redemption partner for Momentum customers who achieve their weekly exercise goals. Initial results 
indicate that this partnership could have strong sales benefits in the future

• Continue to invest in digital technology, and following an unforeseen delay in FY2020, launch the 
new app, Wimpy Rewards, introducing our customers to a unique loyalty scheme

Number of restaurants  
in total (including UK)

2019: 559

556

Number of restaurants  
in SA

2019: 467

464
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Areas of focus in 
FY2020

• Continued to optimise and align the flexible trading format model with relevant markets 

• Built on the good growth achieved in the Kaap Agri Fego Caffé To Go outlets 

• Leveraged the delivery offering with third-party service providers 

Key developments 
and initiatives

• Fego’s operating segment remained heavily overtraded, and consumer visits declined further across 
the category

• The strategic partnership with Kaap Agri continued to flourish, delivering solid sales growth

• Despite the generally difficult environment, KwaZulu-Natal and Western Cape performed ahead of 
other regions

• In line with strategy, two new mobile coffee carts were launched in Gauteng

• Good delivery sales growth was recorded, with partnerships with third-party aggregators extending 
across the entire network 

Awards • A national Barista Competition was conducted across the network, and the winner will represent the 
brand at the national Speciality Coffee Association of SA’s competition in August 2020

What we will focus 
on in FY2021

• Continue to ensure optimal alignment of the flexible trading format with markets across key 
segments being malls, transit and captive environments

• Enhance the custom locality marketing offers to franchise partners to optimise their returns

• Continue to build on the brand’s menu innovations and coffee credentials
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Areas of focus in 
FY2020

• Rolled out the On The Move (OTM) offering in various formats 

• Invested in an always-on communication campaign, talking directly to consumers via CRM, outdoor, 
digital and social media 

• Focused on third-party delivery, which is in its infancy for the brand 

• Leveraged the new training platform for employees to offer exceptional customer experiences 

• Drove the Generosity app 

• Continued to respond to customers’ evolving desires with our extension of healthier menu 
alternatives and expansion of a vegan offering 

Key developments 
and initiatives

• Despite the fiercely competitive landscape, Mugg & Bean retained market share, primarily due to its 
flexible formats which afford access across occasions and categories, including OTM, OTM Limited 
Service and OTM Express Formats

• Menu innovation and re-engineering resulted in improved efficiencies and profitability for franchise 
partners and a more relevant menu for customers

• The number of Generosity app users doubled and very strong sales were generated by this channel,

• Expanded the partnership with Discovery with the launch of a bespoke Vitality Healthy Dining menu 
offering. Redemption of Vitality Active Rewards continued to grow strongly

• The OTM partnership with Total continued to gain momentum, delivering pleasing system-wide and 
like-for-like growth

Awards

Best of Joburg Readers’ Choice Awards

• Winner – best coffee shop

• Runner-up – best breakfast

Ask Afrika Icon Brands Survey

• Winner – iced coffee (ready to drink) 
category

Sunday Times Top Brands Survey

• Fourth in the Sit down restaurant (national) 
category

Sunday Times Generation Next Awards

• Second position – coolest eat out place (nationally 
– all categories)

What we will focus 
on in FY2021

• The Generosity app will be leveraged to create a comprehensive CRM strategy

• The OTM Limited Service and other aligned flexible format services will be rolled out across SA as 
opportunities permit

• Third-party delivery will remain a growth driver

• The successful online training platform will continue to be developed to assist franchisees and their 
teams to deliver enhanced customer service

Number of restaurants 
in total

2019: 247

270
Number of restaurants  

in SA
2019: 227

236

LEADERSHIP COMMENTARY CONTINUED 
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Better for You awareness 
In the interests of our customers, and in line with the Department of Health's goal to assist South Africans to reduce obesity, our Leading 
brands have implemented a range of initiatives to raise awareness of healthier eating. All Leading brands’ menus:

• showcase a “Better for You” offering;

• offer vegetarian and/or vegan options*; and

• differentiate between sugar soda versus sugar-free soda; the sugar-free option being cheaper. Our TruFruit juice range has also been  
reformulated to comply with beverage sugar legislation.

In addition:

• full nutritional guidelines, including a list of allergens, are provided on our Leading brands’ websites to enable customers to make informed 
choices.

With effect from October 2019 our Leading brands committed to providing information at point of sale to enable customers to make 
informed meal choices and manage kilojoule intake. Fishaways was our first brand to publish a full calorie/kilojoule count for every item 
on the menu, followed by Steers and NetCafé in April 2020. Debonairs Pizza and Mugg & Bean OTM are scheduled to follow in 
October 2020. 

Complementing the collective effort of our Leading brands, the individual brands have also implemented bespoke initiatives, as 
outlined below.

  
• Salads and vegetables are offered as a swop-out for chips on 

the main menu, and the children’s menu offers vegetables as 
a swop-out to chips. This alternative offering is promoted by 
visuals on the menus;

• Coca-Cola No Sugar has been moved to the top of the 
beverage menu, and still mineral water has been listed as a 
beverage option; and

• fresh fruit salad has been added to the dessert menu.

  
• In partnership with Discovery Health, Mugg & Bean is 

participating in a Vitality Healthy Dining initiative, represented 
by a bespoke “Nutritious and Delicious” menu offering 
promoting healthy and nutritious items;

• significant changes have also been made to the children’s 
menu: vegetables or salad are offered as a swop-out for chips, 
sweet potato fries as a swop-out for potato fries and grilled 
chicken strips as a swop-out for crumbed chicken strips; and

• Coca-Cola No Sugar has been added to the menu and 
bottled water is offered as a swop-out for soda, at no extra 
cost.

 

 
• Images of beverages on menus are “no sugar” varieties;

• beverages containing sugar may be swopped out for bottled 
water, at no extra cost;

• vegetarian and bunless burger meal options have been 
introduced; and

• the Steers “upsell” concept previously promoted on menus 
has been discontinued, to disincentivise upsizing of meals.

 

• The menu offering includes a Rustic Slim Fit Range of pizzas 
made with reduced cheese and half the dough ball; and

• images of beverages on menus are “no sugar” varieties.

 
• The offering includes an Under-500-calorie menu, which 

continues to be expanded, incorporating new vegetarian 
options;

• images of beverages on menus are “no sugar” varieties; and

• for the first time, two Heart and Stroke Foundation-endorsed 
meal options are available.

GS
E

* This does not apply to Wakaberry and Giramundo menus.
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Signature brands portfolio
Our Signature brands portfolio comprises a wide range of niche bespoke Casual Dining 
offerings, including tashas, Turn ‘n Tender, PAUL, Vovo Telo, Mythos, NetCafé, Coffee 
Couture, Salsa Mexican Grill, Lupa Osteria, Europa, Keg and House of Coffees.

Some of these brands are wholly owned, while others are JV partnerships* with the 
founders of the respective brands. 

JV partnership brands

2019: 75

2019: 25

Wholly owned Company brands

Contribution to revenue (%)

12

88

Signature brands’ restaurant footprint 

Brands 2020 2019

SA Total SA Total

Europa 6 6 9  9 
House of Coffees 1 1 2 2
Keg  4 4 6 6 
Lupa Osteria* 13 13 12 12
Mythos 13 13 15 15 
NetCafé 33 33 31 31
Coffee Couture 14 14 14 14
PAUL 2 2 1 1
Salsa Mexican Grill* 14 14 13 13
tashas* 18 25 18 24
Turn ’n Tender* 21 22 20 21
Vovo Telo 12 12 13 13
Catch 0 0 2 2
The Bread Basket 0 0 2 2

Total 151 159 158 165 

* Joint venture partnership.

During the review period, we exited two brands: The Bread Basket and Catch.

Performance summary
Our Signature brands operate in the overtraded, highly competitive Casual Dining 
market segment and their performance for the review period reflects the difficulties 
faced. Like-for-like sales for the year were flat, while system-wide sales growth was 
constrained by the closure of 17 restaurants, 10 of which resulted from the portfolio 
rationalisation strategy. In light of the subdued economic environment, the roll out of 
new restaurants was necessarily conservative.

Lupa Osteria delivered the portfolio’s strongest like-for-like performance, largely 
attributable to a menu and pricing review, followed by PAUL, which is well positioned to 
appeal to the niche premium-end market segment, and the coffee brands which benefit 
from strong strategic alliances with hospital partners, Netcare and Mediclinic.

LEADERSHIP COMMENTARY CONTINUED 
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Signature brands portfolio (continued)
Performance summary (continued)

Areas of focus 
in FY2020

• Continued to optimise the portfolio through rationalising underperforming brands and restaurants 
and growing the footprint of brands which are scalable

• Drove margin growth

• Better aligned investment in resources with returns

• Where possible, upweighted brand awareness across all technology channels

• Continued to explore opportunities to develop and incubate new innovative brand concepts which 
have the potential to be substantial brands

Key 
developments 
and initiatives

• Progress was made in re-engineering the central hub operating structure and costs

• The operating model was restructured to categorise similar brands into appropriate silos, being captive 
markets (coffee brands), traditional markets (Salsa Mexican Grill, Lupa Osteria, Turn ‘n Tender and Mythos), and 
luxury brands (PAUL and tashas)

• The enhanced delivery offering through third-party aggregators continued to deliver good sales growth

• The Group acquired a further 27% in Turn ‘n Tender from minority shareholders, bringing the total shareholding 
in the business to 78%

• Significant success was achieved in reducing new store set-up costs

Awards

Best of Joburg Readers’ Choice Awards
• Winner of the Best Mexican restaurant category

Best of Pretoria Readers’ Choice Awards
• Winner of Best business lunch, Beat the budget  

and Best new restaurant

Best of Ekurhuleni Readers’ Choice Award
• Winner of the Best Mexican restaurant

SA Council of Shopping Centres Award
• Best restaurant design won by the Menlyn Maine 

restaurant 

Best of Joburg Readers’ Choice Awards  
• Winner of the Best breakfast and Best brunch 

categories

BBC Food Awards (won by tashas Dubai and tashas 
Flamingo Room)
• Best Breakfast and Best Mediterranean restaurant 

Time Out Restaurant Award
• Best breakfast (tashas Abu Dhabi)

Harper’s Bazaar 
• Best interior design award in the Middle East (Avli 

by tashas)

Best of Joburg Readers’ Choice Awards
• Winner of Best Greek restaurant, Best outdoor 

dining, Best business lunch, Best neighbourhood 
restaurant

• Best of Pretoria and Ekurhuleni Readers’ Choice 
Award for best Greek restaurant

Best of Joburg Readers’ Choice
• Winner of Best French restaurant category

Best of Joburg Readers’ Choice Awards
• Winner of Best steakhouse

Best of Ekurhuleni Readers’ Choice Awards
• Winner of Best steakhouse and Best business 

lunch

Best of Pretoria Readers’ Choice Awards
• Winner of Best steakhouse

Diners Club Platinum wine list award
International Business Excellence Award for Best 
steakhouse restaurant of the year – SA

Areas of focus 
in FY2021

• Continue to optimise the portfolio to drive growth and ROI, including rationalising underperforming brands 
and restaurants

• Expand the footprint of those brands which are scalable through franchised, and if required, Company-owned 
stores in the short term to establish brand footprints

LEADERSHIP COMMENTARY CONTINUED 
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Areas of focus 
in FY2020

• Implemented a more direct approach to developing brands in the region, through establishing an 
in-country team and investing in Company-owned outlets in key nodes in the Middle East and East 
and West Africa

• Continued to expand strategic alliance partnerships, trialled new trading formats, strengthened 
marketing capability and leveraged delivery offerings where appropriate

Key 
developments 
and initiatives

• Acquired the intellectual property rights for Mugg & Bean in the Middle East and took on master licensees in 
the United Arab Emirates (UAE) and Saudi Arabia

• Signed a master license agreement with Oman Oil for the development of the Steers brand in Oman and  
Saudi Arabia, as well as the Debonairs Pizza brand in Oman

• Signed a master license agreement for the development of the Debonairs Pizza brand in the UAE

• Opened the first Company-owned Debonairs Pizza outlet in Kenya

• Opened an office in Dubai dedicated to providing support to the Middle East master license partners

• Launched a new dark store (delivery only) format for Debonairs Pizza in the UAE

• Launched a dark store format for GBK in the UAE

Areas of focus 
in FY2021

The primary goal is to grow system-wide turnover through the following initiatives:

• Entrench the Group’s successful deep and narrow strategy by investing in key markets and growing scale, 
while rationalising non-performing markets, brands and stores which offer no growth or recovery potential

• Leverage new master license agreements in Oman, Saudi Arabia and the UAE

• Leverage strategic petroleum and other alliance partnerships

• Grow supply chain capability in the region where viable

• Develop and leverage in-country brand management teams

• The key markets identified for expansion include Kenya, Nigeria, Zambia, Botswana, Mauritius and Malawi

AME 
The Group trades in 16 countries in this region. Debonairs Pizza, Steers, Wimpy, Mugg & Bean and Mr Bigg’s contribute almost 93% of all 
brand revenue in the AME. Other brands include Fishaways, Milky Lane, Fego Caffé, Keg and Europa.

Salient features 2020 2019 Salient features 2020 2019

Segment revenue (R million) 314 273 Total number of restaurants 322 326 

Operating profit  (R million) 55 22 Restaurants opened 28 29

Operating margin (%) 17.5 7.9 Restaurants revamped/relocated 26 13

System-wide sales growth (%) 2.8 5.9 Restaurants closed 41 35

Contribution to total Group system-
wide Brands’ division sales (%) 8.7 10.2 Number of corporate employees 74 56

Solid system-wide and like-for-like sales were reported for the period, with 12 of the 16 markets recording positive system-wide sales 
growth. Six of those delivered double-digit growth. Particularly strong performances were recorded by the operation in Botswana, 
which benefited from an enhanced online ordering platform and improved efficiencies in input costs; in Kenya, where the market 
remains very responsive to our brands and affords strong growth potential; and in Sudan, where Debonairs Pizza, the clear market 
leader, continued to record good growth despite political and social unrest in the country.
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UK
Our brand portfolio in the UK is segmented into Fast Casual (GBK) and Casual Dining (Wimpy).

Salient features GBK Wimpy

2020 2019 2020 2019

Revenue (R million) 1 285 1 431 122 113

EBITDA operating profit (R million) 151 25 25 18

EBITDA operating margin (%) 11.7 1.8 20.6 16.3

Total number of restaurants 62 70 67 67

Restaurants opened (UK) – – 2 1

Restaurants revamped 3 2 4 3

Restaurants closed* 8 25 2 12

Number of corporate employees 49 53 14 13

*  The number of restaurants closed in 2019 and 2020 includes GBK UK restaurants which were closed prior to or as part of the CVA process.

Areas of focus in 
FY2020

• Expanded the multi-partner delivery platforms across the estate 
• Continued to roll out connection to the cloud across the network. All new and revamped restaurants 

have installed cloud functionality, affording instant access to accurate sales data 
• Ongoing review to ensure the portfolio is optimally structured and appealing to capitalise on growth 

opportunities in the constrained economic environment

Key developments and 
initiatives

• Reported solid results based on two new restaurants, four revamps and an increase in the number of 
stores offering delivery service. The delivery offering now makes a notable contribution to total revenue

• The new look and feel store design continued to be well received and impact positively on sales in 
post-revamp sites

• The new menu, printed on recyclable material, was launched in June 2019 and has been very well 
received by customers

What we will focus on 
in FY2021

• The subdued trading environment will continue to weigh heavily on performance, however, following 
rationalisation of 12 underperforming stores in the prior year, and an ongoing revamp programme, the 
portfolio is more optimally structured for growth. Expanding the delivery offering across the network 
continues to offer opportunity for growth

Number of restaurants 
2019: 67

67
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Areas of focus in 
FY2020

• In line with the stated goal to achieve profitability by FY2022, ongoing focus remained on progressing 
the turnaround and stabilisation of the business 

• Continued to strengthen the health of the brand through a focused approach on quality (product and 
experience), targeted investment in refurbishments and online sales 

• Leveraged opportunities to expand the multi-party delivery platform as consumers continued to 
choose premium in-home experiences 

Key developments 
and initiatives

• Year-on-year sales continued to decline, aligned with the general trend across the industry. While online 
delivery revenue grew, the solid performance was offset by weaker in-store sales in malls and on the 
high street. System-wide sales (Sterling) were lower largely due to the closure of 25 stores in FY2019 as a 
result of the CVA process, and a further eight during the review period. GBK UK and Ireland’s combined 
like-for-like sales increased by 2.7% (2019: decrease of 4.2%)

What we will focus on 
in FY2021

• The business will be singularly focused on navigating its recovery following the impact of the COVID-19 
global pandemic

Number of restaurants 
in UK 

2019: 70

62

For the purposes of accurate and representative reporting, the information regarding GBK below outlines the performance for the 
period under review. Additional commentary regarding events subsequent to the year-end is available in the CEO’s report. 

LEADERSHIP COMMENTARY CONTINUED 

http://famousbrands.co.za/iar2020/pdf/Chief_Executive_Officers_report.pdf


108 FAMOUS BRANDS Integrated Annual Report 2020

Salient features* 2020 2019

Segment revenue (R million) 2 771 2 912
Segment operating profit (R million) 419 429
Operating margin (%)* 15.1 14.7
Capex (R million) 37 40

* The information in this table pertains to our South African operations.

Supply chain
The Group’s supply chain comprises our Manufacturing and Logistics businesses, which are managed and measured independently.

The overriding feature of the period was persistently low food inflation, which placed pressure on these divisions to contain price 
increases to support growth and profitability in the front-end Brands business. 

Manufacturing
The majority of our manufacturing plants are wholly owned, but we also operate certain JV partnerships, as outlined in the  
adjacent table.

Areas of focus in 
FY2020

• Intensified the focus on efficiencies, reducing costs and increasing production volumes to drive 
profitability across all plants. Good progress was achieved, although LBF continued to underperform 
against targets 

• The FY2020 capex approach was conservative and phased, aimed at unlocking capacity at among 
others, the Cheese Company,

• Improved attainment of KPIs namely: quality, speed, cost, morale, safety, delivery and utility 
consumption

• Increased volume production of chicken wings to meet the growing demand from our Meat Plant and 
Cater Chain

Key 
developments 
and initiatives

• Total volumes for the business declined in light of lower demand levels, although certain plants performed 
ahead of others (specifically the meat and cheese plants)

• We embedded the Group’s Manufacturing Way (a blueprint for plant management), focused on asset care 
methodology, improved preventative maintenance schedules and generally ran more efficiently (including 
improved productivity and process yields), with notable step-changes achieved in the bakery, sauce and spice 
plant and LBF

• Successful closure of the Western Cape meat processing plant and relocation of production to the facilities at 
Cater Chain and Midrand Campus

• Supply to the retail business (direct to consumers) remained a key component of the manufacturing strategy

• We invested R10 million in more efficient equipment to manufacture Debonairs Pizza toppings, resulting in an 
improvement in process yield

Areas of focus in 
FY2021

• Continue to review relevance and ROI of all manufacturing plants, and if appropriate, exit selected non-core 
plants. A range of new capex projects have been identified to expand capability and enhance efficiencies. 
These will be selectively implemented, pending the outcome of the pandemic on future cash reserves and 
cash flow priorities. Projects include upgrading the bacon line for the brands, and further roll out of the 
enhanced asset care programme to ensure plant reliability and agility

• Ongoing focus on enhancing efficiencies and reducing costs to improve sustainable profitability of the 
business and franchise partners

• Continual review of asset care practices and ensuring maintenance capex focusing on safety and 
environmental aspects

• Intensify focus on managing and reducing negative environmental impacts

LEADERSHIP COMMENTARY CONTINUED 
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The goal to drive environmental awareness and reduce our carbon footprint was advanced through a range of initiatives:

• The Cater Chain boiler was converted from paraffin to gas, resulting in a marked reduction in the Group’s CO₂ emissions;

• more precise electricity and water metering was rolled out to all the major manufacturing sites;

• Coega Dairy implemented a solar project in November 2019; the 3 250 photovoltaic (PV) panels installed can generate up to 1.2 MW of 
energy; 

• our new DC in the Free State has a solar roof system that will contribute to reducing the carbon footprint; and

• water consumption was reduced by over 15% at the LBF plant through optimising water pressure settings and nozzle sizes.

All manufacturing plants continued to drive projects to improve their work practices across all key utilities. Where possible, machines 
and equipment are switched off when not being used and on again just in time for use; fridge and freezer doors are securely closed at 
all times and continual checks are done to identify leaks and unnecessary waste of utilities.

Disappointingly, as a result of Eskom’s frequent load shedding, use of back-up generators more than doubled year-on-year.

Manufacturing plant statistics

Plant Product 2020 2019

Plant size
 m2 

Revenue
 growth 

year-on-
year 

(%)
Plant size 

m2 

Revenue
growth

 year-on-
year 

(%)

Famous Brands Bakery Gauteng Rolls and subs 1 065 (4.1) 1 065 3.7

Famous Brands Coffee Company^ Espresso and filter coffee and 
powdered products 1 850 (7.7) 1 850 1.0

TruBev^ Juice and water 1 650 33.9 1 650 8.7

Famous Brands Meat Plant Beef and chicken patties, boerewors, 
sausages and pizza toppings 6 045 6.2 6 045 8.4

Turn ’n Tender Central Kitchen^ Brand-specific, choice-cut meat 
products 905 0.2 75 15.1

Cater Chain^ Beef, lamb, mutton, chicken and pork 8 950 15.2 8 950 (7.2)

Famous Brands sauce and spice plant Steers, Wimpy and Debonairs Pizza 
sauces, sugar and seasoning sachets 2 970 (2.4) 2 970 2.9

Famous Brands ice cream plant Soft serve, hard ice cream and 
milkshake flavours 980 1.9 980 (4.7)

Famous Brands Fine Cheese 
Company^

Mozzarella, cheese slices, cheddar 
cheese and cheese spread 5 200 13.1 5 200 4.8

Famous Brands Great Bakery 
Company^

Specialised breads, baked and frozen 
products, pastries and confectionaries 652 (9.5) 652 (4.8)

LBF French fries and other value-added 
potato products 13 000 (23.3) 13 000 (11.9)

Famous Brands serviette plant Serviettes 244 9.8 244 3.6

Coega Concentrate was sold with effect from 1 October 2019.
^ JV.
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Logistics 

Salient features* 2020 2019

Segment revenue (R million) 4 095 3 942
Segment operating profit (R million) 60 84
Operating margin (%) 1.5 2.1
Number of trucks 104 108
% of cases delivered by owner drivers 61 50
Energy consumption (diesel, petrol, other) (L) 2 733 400 2 821 777
CO₂ emissions 8 037 8 415.94
Number of owner drivers 37 38
Capex (R million) 26 7

* The information in this table pertains to our South African operations.

Areas of focus 
in FY2020

• Commissioned new DCs in the Free State and Western Cape within budget of R24.3 million and on time. 
Deployed our warehouse management system in both regions, the benefits of which are beginning to 
manifest through better information and improved efficiencies and controls within the operations 

• Continued to plan for growth and reviewed and enhanced capacity, capability and efficiencies across our 
10 DCs on an ongoing basis 

Key 
developments 
and initiatives

• Expenses in the Centres of Excellence exceeded sales growth, primarily due to higher key input costs including 
above-inflation wage costs and the strategic decision to support the front end of the business by containing 
price increases

• Successfully took on previously outsourced retail distribution business

• Centralised the Logistics reporting function, focusing on operational efficiencies and cost reduction

• Installed more precise utility electrical meters in all DCs and implemented systems to facilitate daily utility 
reporting and management

• Rolled out new software across all DCs for the efficient and effective management of health, safety and 
environmental parameters

• Internal re-alignment of costs in terms of stock storage to mitigate off-site storage spend in the division,

• All DCs achieved either NOSA 3 (good) or 4 (very good) gradings at the first attempt

• Capex managed well and within budget

Areas of focus 
in FY2021

• Continue to address capacity constraints with a planned investment programme in regional DCs (this will be  
robustly reviewed in light of the COVID-19 global pandemic impact)

• Primary distribution costs have been de-linked from logistics. With effect from 1 March 2020, all of Famous 
Brands’ manufacturing plants and third-party suppliers will offer delivered prices to regional DCs

• The division is in the process of benchmarking secondary distribution rates to the market, with a view to moving 
to a rate per case margin for delivery, as opposed to the current method of a margin as a percentage of sales

• Benchmark logistics processes, costs and margins to market best practice to enhance efficiencies and reduce 
operating costs to improve sustainable profitability of the business and franchise partners

• Continued focus on managing and reducing negative environmental impacts

LEADERSHIP COMMENTARY CONTINUED 

Performance post year-end
The impact of the COVID-19 global pandemic has been extremely challenging for the supply chain businesses, which have been severely 
affected by the total closure of our restaurants during the initial lockdown and subsequent restricted trading of restaurants thereafter.

In Level 5, while our retail operation continued to trade, Lamberts Bay Foods was our only manufacturing plant permitted to operate 
given its ‘essential service provider’ status. In Level 4, only limited small-scale logistics and manufacturing services were required to 
support our franchisees’ delivery-only trade. In Level 3, manufacturing and logistics operations will be ramped up in line with demand 
from the franchise network. We anticipate that our operations will only return to some degree of normality once all trading restrictions 
are lifted.

The full impact of the pandemic on this component of the business remains uncertain as the situation continues to evolve. 
Management will continue to monitor and mitigate the risks where possible.
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Areas of focus in  
FY2020

• Continued to implement best practices across the Mr Bigg’s network to 
improve operating standards and leverage growth opportunities 
Stabilisation and consolidation remained the watch words for this brand 

• Leveraged growth opportunities for Debonairs Pizza by gaining back lost 
market share and expanding the brand’s presence 

Key developments 
and initiatives

• Weak trading conditions in Nigeria were worsened by the closure of land 
borders, resulting in double-digit food inflation

• Significant store closures took place, primarily due to underperforming 
franchised stores or non-viable sites

• Despite this context, solid system-wide and like-for-like growth (in Rand 
terms) was reported

• Three new Company-owned stores were opened, including the flagship 
combined Mr Bigg’s and Debonairs Pizza outlet in Lagos, and two 
Mr Bigg’s restaurants, in line with the strategy to grow the Company-
owned footprint

• Launched a new express format for Mr Bigg’s, which has traded well since 
opening

• Capital investment in expanding the bakery’s bread production capacity 
yielded very strong double-digit growth and grew the bread category 
contribution to the central kitchen’s turnover

What we will focus 
on in FY2021

• Continue to support and consolidate the operation to ensure it is 
positioned for growth

• Develop and expand the Company-owned footprint to leverage 
investments in the business

Group associates
The Group holds strategic stakes in the following entities: UAC Restaurants Limited in Nigeria and By Word of Mouth, FoodConnect and 
Sauce Advertising in SA. 

l im i ted

Mr Bigg’s
(2019: 93)

72

Debonairs Pizza  
(2019: 8)

9

This business comprises the Mr Bigg’s and Debonairs Pizza brands in Nigeria, as well as a central kitchen (bakery and 
manufacturing) and distribution component.

Shareholding owned by the Group: 49%
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Shareholding owned by the Group: 49.9%

Nature of business
• Premium commercial catering and events company
• High-end home meal replacement offering through Frozen For You online and retail stores

Investment rationale Affords the Group access to the food services leisure sector. In the longer term, opportunities exist to 
enter the premium corporate market

Areas of focus in 
FY2020

Finetuned the Frozen For You online and retail offering

Key developments 
and initiatives

• The brand expanded its Frozen For You offering into the Western Cape, with a store in Constantia; we 
also opened a further store in Gauteng, in the Morningside Shopping Centre as well as a store-within-
a-store concept at Tyrone Fruiterers in Parkview 

• The traditional events and catering business remained under intense pressure in the review period 
with the continued decline in spend in the premium events segment

What we will focus 
on in FY2021

Further expansion of the Frozen For You offering in the Western Cape and Gauteng

Shareholding owned by the Group: 37%

Nature of business Below-the-line advertising agency

Investment rationale Enhances the Group’s marketing capabilities and leverages its marketing spend

Areas of focus in 
FY2020

Improved IT capability to enhance all forms of digital marketing

Key developments 
and initiatives

Partnered with a business specialising in enhancing the online presence of brands

What we will focus 
on in FY2021

Continue to improve the business’s competence in digital marketing

B Y  W O R D  O F  M O U T H
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Shareholding owned by the Group: 49%

Nature of business
• Sales and distribution business in the food and beverage sector
• Owns the rights to the Group’s Baltimore ice cream brand and distributes and sells the product on to third 

parties

Investment rationale
• Contributes to the Group’s BBBEE rating (FoodConnect is a Level 2 BBBEE business in terms of 

preferential procurement and ESD criteria)
• Affords the Group a strategic route-to-market

Areas of focus in 
FY2020

Expanded listings of products to all regions in SA with focus on KwaZulu-Natal and the Eastern Cape

Key developments 
and initiatives

Signed up as a distributor for a leading supplier of syrup products

What we will focus 
on in FY2021

Continue to investigate opportunities for distribution in new product categories

FoodConnect
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The business 
orientated its 
focus on the core 
disciplines of 
working capital 
management 
and free cash flow 
generation. 

LEBO NTLHA
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Group Financial Director’s report

Strategy and scorecard
In my 2019 report I noted that the business had committed to focusing on the following key 
areas in the year ahead:

• prudent capital allocation;

• leveraging the investment made in our new ERP system to improve our reporting processes 
for enhanced data analysis; and 

• embedding divisional balance sheet reporting for monitoring divisional return on invested 
capital. 

This focus would be pursued within the context of two of our fundamental strategic 
imperatives, being to improve our financial performance and optimise capital management.

It is rewarding to report that important achievements were made in terms of each of the key 
areas. During the review period, management significantly re-orientated the business 
leadership to focus on working capital management and free cash flow generation. Good 
progress was made in entrenching effective capital allocation through balance sheet 
reporting and management at business unit level, with a better understanding of how to 
create value for stakeholders at every level of the business. There is now a clear focus on cost 
leadership and ROI. We have also strengthened the finance capability in the organisation.

Management’s objectives in terms of capital are to safeguard the Group’s ability to continue 
as a going concern, to provide sustainable returns for shareholders, benefits for our other 
stakeholders and to maintain an optimal structure to reduce the cost of capital.

Our intensified focus on balance sheet management has substantially improved working 
capital management and related KPIs, and led to the second successful refinancing of the 
Group’s debt structure on improved terms.

Financial performance
The Group’s results for the year ended 29 February 2020 were pleasing, taking into account 
the challenging economic environment. The SA business reported a strong performance in 
H1, which unfortunately was not sustained in H2 primarily due to further deterioration of 
macro-economic conditions. It is also pleasing to report that solid results were recorded by 
the AME region and GBK and Wimpy in the UK. 

Revenue
Revenue for the period rose by 1% to R7.8 billion (2019: R7.7 billion). This increase is 
attributable to organic growth in our SA and AME operations, with SA contributing 78% to 
total revenue (2019: 76%). Higher revenue from the SA business is underpinned by an 
increase of 9% in Brands’ revenue to R974 million (2019: R895 million), and a 1% increase in 
supply chain revenue to R4.5 billion (2019: R4.4 billion). These results are creditable in the 
context of extremely challenging trading conditions featuring weak consumer sentiment and 
spend and an aggressively competitive operating landscape. The Group’s improved 
performance is tribute to the popularity of our brands, the commitment of our franchise 
partners to lead in the categories we compete in and management’s steadfast campaign to 
continuously innovate the offering and improve efficiencies across the business.

Operating profit before non-operational items and operating 
profit margins
The Group’s operating profit before non-operational items grew to R912 million (2019: 
R847 million), positively impacted by improved results from GBK, and the disposal of Coega 
Concentrate tomato paste plant which reported an operating loss of R22 million in the prior 
comparable period.
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The Group’s operating profit margin 
improved to 11.7% (2019: 11%). Our SA 
business reported a decline in margin to 
14.0% (2019: 15.1%), however, a substantially 
improved margin of 17.5% was recorded in 
the AME region, up from 7.9% in the prior 
year which reflected the remeasurement of 
put options entered into with the Group’s JV 
partners in relation to the acquisition of 
Retail Group Botswana, effective 
1 August 2015. 

In our UK business, the improvement in 
margin is attributable to the reduced 
operating loss in GBK compared to prior 
year. Our Wimpy UK business delivered 
another pleasing performance, evidenced 
by an increase of 31% in operating profit to 
R23 million (2019: R18 million).

Non-operational item
The Group’s non-operational item of 
R53 million (2019: R917 million) comprises 
an impairment recognised in the GBK 
business (at store level) due to the impact of 
the CVA on property, plant and equipment. 

Net finance costs
The Group’s net finance costs reduced to 
R219 million (2019: R228 million) mainly as a 
result of our lower gearing level and lower 
average finance costs secured on the 
refinanced debt structure. 

Income from associates
The Group holds equity interests in the 
following companies: Sauce Advertising 
(37%), UAC Restaurants (Mr Bigg’s) in 
Nigeria (49%), By Word of Mouth (49.9%), 
FoodConnect (49%) and the tashas group 
(49%). The Group’s share of associates’ profit 
for the review period was R5 million (2019: 
R4 million).

Tax
The Group’s tax expense was R219 million 
(2019: R133 million), representing an 
effective tax rate of 33.9%, mainly as a 
result of the impairment recognised during 
the review period at GBK restaurant level 
and unutilised tax losses. In the 
corresponding reporting period, a negative 
effective tax rate of 45.4% applied, 
impacted by the impairments recognised 
in that period.

Salient features
2020 2019 

Restated*

Statement of cash flows
Cash generated by operations before working capital changes R000 1 228 406 1 053 182
Working capital changes R000 111 984 (19 598)
Net cash outflow utilised in investing activities R000 (115 964) (89 187)
Net cash outflow for financing activities R000 (553 893) (760 204)
Cash realisation rate** % 107.9 96.6

Statement of financial position
Cash and cash equivalents R000 486 257 454 724
Net assets# R000 4 813 927 3 687 518
Net debt^ R000 2 574 420 1 727 955
Net debt/equity % 143.0 113.1 
Total equity R000 1 800 392 1 527 529
ROE*** % 25.1 20.0 
ROCE^^ % 20.0 (1.6) 

* The restatement relates to marketing funds. Refer to Note 21 of the summarised AFS for further details.
** Cash generated by operations as a percentage of EBITDA.
# Total assets other than cash and cash equivalents and deferred tax assets, less interest-free trading liabilities. 
^ Total interest-bearing borrowings (including lease liabilities) less cash.
*** Headline earnings as a percentage of average shareholders’ interest. Operating profit including non-operational items, divided by the average capital employed 

(which is calculated as the sum of total equity and interest-bearing debt and lease liabilities). 
^^ Operating profit including non-operational items, divided by the average capital employed (which is calculated as the sum of total equity and interest-bearing debt 

and lease liabilities).

Profit attributable to non-
controlling interests

Non-controlling interests refer to the 
strategic JV partnerships we hold with the 
founders of key businesses in our Signature 
brands portfolio and Manufacturing division. 
Profit attributable to non-controlling interests 
increased to R65 million (2019: R57 million), 
of which 86% (2019: 80%) is attributable to 
our manufacturing JV partners.

Headline earnings per share 
(HEPS) and Earnings per 
share (EPS)
HEPS increased by 32% to 417 cents (2019: 
316 cents) and EPS improved by 175% to 
362 cents (2019: negative 484 cents). EPS 
increased primarily due to the non-recurrence 
of costs and impairments recognised in the 
prior comparable period, being once-off 
costs of R17.2 million related to the CVA; an 
impairment of R873.9 million (pre-tax) relating 
to GBK, recognised at Group level, and an 
impairment of R25.5 million recognised in 
associate company, By Word of Mouth, in 
which the Group has a minority stake.

HEPS and EPS include the impact of IFRS 16 
Lease liabilities which came into effect for 
the Group during the review period.

Cash flows and financial position

LEADERSHIP COMMENTARY CONTINUED 
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Cash flow movement during the review period 
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Net cash inflow from operating activities
The business generated robust cash from operations of R1.3 billion (2019: R1.0 billion), 
with a cash realisation rate of 107.9% (2019: 96.6%), representing pleasing earnings’ quality.

Working capital changes for the review period were R112 million compared to the 
negative R20 million reported in the previous corresponding period, which is testament 
to our increased focus on working capital management.

The Group’s net cash inflow from operating activities of R692 million (2019: R567 million) 
was positively impacted by reduced operating losses in GBK and an improvement in 
working capital.

Net cash outflow utilised in 
investing activities
Capex incurred on additions to property, 
plant and equipment and intangible 
assets rose to R173 million (2019: 
R137 million). This represents 68% invested 
in our SA business (2019: 67%), 20% in our 
UK business (2019: 29%) and 12% in our 
AME business (2019: 4%). No new 
businesses were acquired during the year 
under review.

The sale of the Group’s Coega Concentrate 
tomato paste business was concluded in 
October 2019, realising R31.7 million.

Total net cash outflow utilised in 
investing activities was R116 million 
(2019: R89 million).

Net cash outflow from 
financing activities (debt 
repayment)
Net cash outflow from financing activities 
was R554 million (2019: R760 million). The 
reduced outflow was primarily due to 
reduced borrowings repayments in the 
review period.

The Group’s closing net cash position as 
at 29 February 2020 was R486 million 
(2019: R455 million).

LEADERSHIP COMMENTARY CONTINUED 

Financial position
The Group’s balance sheet remains healthy, with net assets of R1.8 billion (2019: R1.5 billion), representing a net asset value per share 
of R17.97  (2019: R15.27). The increase in the net asset position is mainly attributable to the significantly lower impairment recognised  
during the period, being R53  million, compared to R899 million in the prior reporting period.

The reduction in total borrowings to R1.7 billion (2019: R2.1 billion) resulted in an improved gearing position of 66% (2019: 109%) 
excluding the impact of IFRS 16 lease liabilities. Including the impact of IFRS 16 the gearing ratio is 143%. 

ROE increased from 20% to 25%, mainly as a result of GBK’s reduced operating loss of GBP-0.6 million (2019: GBP-4.6 million). ROCE 
was 20.0% (2019: -1.6%).

Financial covenants 2020 2019

Actual Required Actual Required

Net debt to EBITDA* 1.30 <2.50 1.89 <2.50
Interest cover 7.37 >3.00 3.32 >3.00

*  EBITDA excludes non-operational items. 
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Gearing and debt structure
Subsequent to the review period, and as announced on SENS on 3 April 2020, we successfully concluded negotiations with the Group’s 
primary lender regarding a more appropriate debt finance structure. The debt covenants were concluded at the same level as the 
previous debt structure. Details of the new structure are outlined below.

Interest rate

New loans  
Loan facility Currency Maturity Nature Margin % Rate

Facility  
(R)

A: Amortising loan ZAR February 2021 Variable 1.50 3-month JIBAR 150 000 000

B: Amortising loan ZAR February 2022 Variable 1.60 3-month JIBAR 150 000 000

C: Amortising loan ZAR February 2023 Variable 1.70 3-month JIBAR 150 000 000

D: Amortising loan ZAR February 2024 Variable 1.80 3-month JIBAR 400 000 000

E: Revolving credit facility ZAR February 2024 Variable 1.90 3-month JIBAR 760 000 000

We actively monitor the Group’s debt covenants on an ongoing basis. The debt covenants on the refinanced structure and other 
measures will be measured for reporting purposes at the end of August 2020, aligned with the Group’s half-year reporting period.

Impact of the COVID-19 global pandemic on the business
Going concern status
The Audit and Risk Committee (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 total 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 is 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. 

Post-balance sheet events relating to the Group’s investment in GBK and Group associates
In the SENS announcement published on 2 April 2020 and renewed on 20 May 2020, shareholders were advised that the Board had 
reviewed its investment in GBK following a deterioration in GBK's store sales in the UK due to the COVID-19 global pandemic and the 
subsequent indefinite closure of all restaurants in the industry in the UK and Ireland until further notice. In this regard, the Board has 
resolved 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. Deliberations in respect of this matter are still in progress. 
While not impacting on the Group’s ability to continue as a going concern into the foreseeable future, shareholders are advised that 
there is material uncertainty surrounding GBK’s ability to continue as a going concern into the foreseeable future.

Shareholders are also referred to the Audit and Risk Committee report for comprehensive detail on post-balance sheet events.

Liquidity review
Our cash flow forecasts, which take into account the impact of COVID-19 global pandemic, are reviewed on a regular and ongoing basis. 
Our forecasts indicate that the Group’s overall liquidity remains sufficient and stable to meet our working capital and operational needs 
over the foreseeable future. The Board and management are committed to paying all suppliers and service providers in line with 
negotiated terms. 

LEADERSHIP COMMENTARY CONTINUED 
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Ongoing general measures to 
optimise liquidity
Following a series of acquisitions in 2016, 
the Group has significant long-term 
structured debt on the balance sheet, 
however a robust programme is in place 
to:

• manage gearing levels through 
intensive working capital management;

• finance growth through internally 
generated cash flow; and

• focus capital investment on lower-risk 
core local opportunities with potential 
for long-term sustainable returns.

The Group has established a strong 
strategic partnership with its primary 
lender, which provides a stable funding 
platform and necessary liquidity for the 
business.

COVID-19 global pandemic-
related measures to optimise 
liquidity 
As discussed in the commentary on 
gearing, management has actively 
engaged with the primary lender 
subsequent to the year-end and 
negotiated a favourable debt structure 
which is more appropriate to the 
business and ensures our cost of funding 
remains competitive. We have also 
engaged the lender regarding additional 
short-term loan facilities, and a R300 
million facility was granted in April 2020 
in this regard.

In terms of preserving cash and 
protecting the business, we have 
implemented the following urgent 
measures:

• freeze on operational and capital 
expenditure and headcount;

• temporary royalty and marketing fund 
fee relief for franchisees for March and 
May 2020 (restaurants were not 
permitted to trade in April 2020 due to 
lockdown restrictions);

• negotiations with landlords;

• temporary hibernation of parts of the 
business not permitted to trade;

• reduced working hours, salary and 
Board fee sacrifices and limited 
retrenchments where alternatives 
were exhausted; and 

• commenced plans to disinvest from 
non-core operations.

Dividend
The lockdown measures implemented 
across the Group’s various trading 
jurisdictions have had an extremely severe 
financial impact on the business. As part of 
the Group’s broad response to maintaining 
its liquidity position through the crisis, the 
Board has taken the prudent and 
appropriate decision to suspend the 
dividend for the review period. The Board 
recognises the importance of the dividend 
to shareholders and will keep this position 
under review. 

Change in auditors
As announced on SENS on 9 March 2020, 
the Committee, after following the 
process set out in paragraph 3.84(g)(iii) 
of the JSE Listings Requirements, 
recommended the appointment of 
KPMG to replace Deloitte as the 
Company's external auditor, with 
Nick Southon as KPMG’s designated 
partner. The Board has accordingly 
appointed KPMG as external auditors 
in respect of the financial year ending 
28 February 2021.

This appointment is effective from 
24 July 2020, subject to the approval of 
the Company's shareholders at the AGM 
on 24 July 2020.

I would like to extend my sincere 
gratitude to our audit partner from 
Deloitte, Shelly Nelson, for the 
professional, supportive service 
extended to the Group.

Outlook 
Aligned with our three-year strategic 
roadmap, and cognisant of the severe 
and ongoing impact of the COVID-19 
global pandemic on our business, our 
primary activities in the year ahead will 
be centred on streamlining the business 
by prioritising core long-term operations, 
reducing costs and preserving cash.

Consistent with the business’s re-
orientation centered on working capital 
management and free cash flow 
generation, we have committed to the 
following priorities:

• optimise cash flow management and 
capital allocation (including 
terminating further financial support to 
GBK);

• driving cost reduction initiatives; and

• continuing to align the supply chain 
and cost drivers to support our 
franchise partners and meet ROCE 
targets.

It is inevitable that the business will 
undergo transformation as we navigate 
the new and uncertain environment 
created by the COVID-19 global 
pandemic, but we are confident that the 
Group’s strong cash-generating ability 
and our low overhead structure position 
the business well for recovery.

Appreciation
I would like to extend my appreciation to 
my colleagues on the Finance team for 
their commitment and continued efforts 
to improve the division’s performance 
and its contribution to the business. My 
thanks also go to the Board and other 
Group Committees for their input and 
support during the year.

We value the relationships with our 
long-standing shareholders and our new 
investors who recognise the strong 
investment proposition our business 
affords. We will continue to strive to 
reward your support for our business. 

Lebo Ntlha
Group Financial Director

29 June 2020 
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