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NOTES TO THE SUMMARISED  
CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 29 February 2020

Famous Brands Limited (the Company) is a South African registered company. The AFS of the Company comprise the Company and its 
subsidiaries (together referred to as the Group) and the Group’s interest in associates.

1 Statement of compliance
These AFS have been prepared in accordance with the framework concepts and the measurement and recognition requirements of 
International Financial Reporting Standards (IFRS) and its interpretations adopted by the International Accounting Standards Board 
(IASB) in issue and effective for the Group at 29 February 2020, the SAICA Financial Reporting Guides as issued by the Accounting 
Practices Committee and Financial Reporting Pronouncements as issued by Financial Reporting Standards Council, and contains the 
information required by IAS 34 Interim Financial Reporting, the JSE Listings Requirements, and the Companies Act, No 71 of 2008, as 
amended, of South Africa.

2 Basis of preparation
The AFS do not include all the information and disclosures required for the full set of AFS, and should be read in conjunction with the 
full set of the audited AFS which are available on our website at www.famousbrands.co.za .

The Group’s audited AFS as at and for the year ended 29 February 2020 were prepared on the going-concern basis. The accounting 
policies applied in the presentation of the AFS are consistent with those applied for the year ended 29 February 2020, except for new 
standards that became effective for the Group’s financial period beginning 1 March 2019, refer to Note 4 and the accounting policy on 
marketing funds, refer to Note 21.

The summarised consolidated financial statements as well as the full set of audited AFS were prepared on the historical cost basis, 
under the supervision of Kelebogile (Lebo) Ntlha CA(SA), Group Financial Director.

3 Significant judgements and sources of estimation uncertainty
3.1 Adjusting vs. non-adjusting post-balance sheet events

For the purposes of the current reporting period, ended 29 February 2020, management has assessed the COVID-19 global pandemic 
and related impacts on the Group’s operations as being a non-adjusting post-balance sheet event, based on key events occurring after 
the Group’s reporting date. These key events include the timing of the declaration of COVID-19 as a global pandemic by the World 
Health Organization on 11 March 2020, as well as the announcement of the COVID-19 global pandemic related lockdowns directed by 
the governments of key geographies in which the Group operates, commencing on 20 March 2020 in the UK and later in other trading 
markets. These key events occurred post the Group’s reporting date, being 29 February 2020.

Therefore, forward looking information used for impairment assessments as required by IAS 36 Impairment of Assets, and the application 
of the Expected Credit Loss method as required by IFRS 9 Financial Instruments, only incorporates adjustments to future cash flows to 
the extent that the information was available at the Group’s reporting date. Refer to Note 20.3 for disclosure of non-adjusting post-
balance sheet events.

3.2 Going concern
The going concern assumption is evaluated based on information available up to the date on which the AFS are approved for issuance 
by the Board. While there is widespread uncertainty regarding the extent of the financial impact of the COVID-19 global pandemic on 
the economies of the geographies in which the Group operates, primarily being South Africa, the going concern assumption was 
considered to be appropriate for the preparation of the Group’s AFS for the year under review. In this regard, key considerations 
included:

• the Group’s outlook regarding trading conditions that will persist into the foreseeable future: an assessment of a range of varied 
scenarios was performed, including assumptions regarding a worst case lockdown period of three months (which is informed by global 
trends), and a slow rate of return to normal trading. Revenue assumed for the three months’ lockdown period was negligible. The 
Group’s intensified focus on cost leadership, including the reduction of corporate costs and shared function costs, will contribute to 
ensuring that the Group is well positioned to navigate the challenging trading conditions anticipated in the year ahead. Further 
information regarding the Group’s prospects is provided on page 154 .
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3 Significant judgements and sources of estimation uncertainty continued
3.2 Going concern continued

• The Group’s debt service and covenants requirements: the Group has complied with its financial covenants for the reporting period. In 
light of the anticipated challenging economic environment triggered by the COVID-19 global pandemic, management has proactively 
engaged with the Group’s primary lender to restructure the future debt maturity profile and debt covenants. The reason being, the Group’s 
likely breach of the currently agreed debt covenant requirements for the year ending 28 February 2021 as these were agreed in a pre-
COVID-19 global pandemic environment. To date, the engagements with the primary lender have been positive and are expected to be 
concluded ahead of publication of the Group’s interim results for the period ending 31 August 2020. Shareholders will be apprised of 
developments in this regard;

• the Group’s working capital requirements and access to short-term funding: Whilst discussions regarding the longer term funding 
restructure and debt covenants is still in progress (as referred to above) the Group’s primary lender extended an additional R300 million 
short-term facility in April 2020. The successful securing of this short term funding from our primary lender in a post-COVID-19 global 
pandemic environment is an indication of the confidence our primary lender has in our ability to manage our way forward through the 
current challenges. Management is confident that the short term facility is an appropriate interim solution to provide the Group with the 
necessary resources to continue trading until the Group concludes the restructure of its debt maturity profile and covenants; and

• COVID-19 global pandemic related relief measures enacted by various governments: the Group is participating in the COVID-19 
global pandemic Temporary Employer/Employee Scheme (TERS) implemented by the South African Government, and the Furlough 
Scheme implemented by the UK Government.

The Board’s decision not to provide further financial assistance to GBK (as communicated to shareholders in the SENS announcement 
published on 2 April 2020) is expected to be supportive of the Group’s overall ability to continue as a going concern into the 
foreseeable future. Refer to Note 20.3. GBK’s going concern position will not impact on the Group’s ability to continue as a going 
concern into the foreseeable future.

4 Changes in accounting policies
The Group has adopted all the new, revised or amended accounting standards which were effective for the Group from 1 March 2019, 
including:

• IAS 12 Income Taxes (Amendment, effective for financial years beginning on or after 1 January 2019); and

• IFRIC 23 Uncertainty over Income Tax Treatments (effective for financial years beginning on or after 1 January 2019).

These do not have a significant impact on the Group’s financial results or position.

4.1 IFRS 16 Leases
IFRS 16 Leases was introduced by IASB in place of IAS 17 Leases, IFRIC 4 Determining whether an Arrangement Contains a Lease, 
SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.  
The Standard sets out the principles for the recognition, measurement, presentation and disclosure of leases.

The standard is mandatory for accounting periods beginning on or after 1 January 2019. The Group has adopted it as from 
1 March 2019. The Group has adopted IFRS 16 using the modified retrospective approach, by recognising any cumulative effect of 
initially applying IFRS 16 as an adjustment to the opening balance of equity at 1 March 2019. The Group did not have a cumulative 
effect on equity on adoption. The Group has elected not to re-assess the definition of a lease as all the leases identified as a lease in 
terms of IAS 17 and IFRIC 4 will still be leases under IFRS 16.

IFRS 16 has one model for lessees, which results in leases previously classified as operating leases and recorded off-balance sheet being 
capitalised on the statement of financial position, requiring a lessee to recognise a right-of-use asset and a lease liability.

As prescribed by IFRS 16, lease liabilities are measured at the present value of remaining lease rentals discounted at the incremental 
borrowing rate at the date of initial application. The Group elected to measure right-of-use assets on transition date at the amount of 
the initial measurement of the lease liability adjusted for historical lease accruals and prepayments. Right-of-use assets relating to new 
leases are measured as the amount of initial measurement of the lease liability plus initial direct costs, prepaid lease payments (less 
lease incentives) and estimated costs of dismantling and removing the underlying asset, if applicable.

As part of the modified retrospective transition approach, the Group has elected to determine the incremental-borrowing-rate using 
the Group observable rate adjusted for lease specific factors based on geographical location of each individual subsidiary.
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4 Changes in accounting policies continued
4.1 IFRS 16 Leases continued

As part of applying the standard the Group has elected to apply the following practical expedients, exemptions and accounting policy 
choices allowed by the standard:

• no recognition of leases whose term ends within 12 months of the date of initial application (practical expedient);

• exclusion of initial direct costs from the measurement of the right-of-use asset at the date of initial application (practical expedient);

• short-term leases – these are leases with a lease term of 12 months or less (recognition exemption);

• leases of low-value assets – these are leases where the underlying asset is of low value (recognition exemption);

• incremental borrowing rate determined based on the remaining lease term at transition date (accounting policy);, and

• right-of-use asset has been measured based on the lease liability recognised at transition date (accounting policy) adjusted for any 
related prepaid and accrued lease payments previously recognised. 

The Group enters into head lease arrangements which are subleased to franchisees, thus the Group is an intermediate lessor. The leases 
are classified as a finance lease as they transfer substantially all the risks and rewards incidental to ownership of an underlying asset. The 
adoption of the standard has resulted in the recognition of the lease liability and lease receivable for these head leases and finance 
costs and finance income respectively related to these arrangements.

As part of the transition, the Group has elected to determine the incremental borrowing rate at transition date. The incremental 
borrowing rate ranges from 3.5% to 6% for UK and 8% to 11% for the rest of the Group leases.

Overall financial impact
The adoption of IFRS 16 resulted in the recognition of right-of-use assets to the value of R1.3 billion (R950 million related to GBK), 
lease liabilities of R1.4 billion (R1.0 billion related to GBK) and lease receivable of R64 million.

As a result of adopting IFRS 16, operating profit for the year ended 29 February 2020 has increased by R43 million due to the 
replacement of operating lease expenses with depreciation on right-of-use assets. This increase is offset by a net interest expense on 
lease liabilities of R71 million, resulting in a before-tax gain increasing by R28 million. On the statement of cash flows, lease payments 
of R200 million, previously included in cash generated by operations, have been disclosed under financing activities (R123 million 
relating to the principal portion of lease payments) and interest paid (R77 million).

5 Accounting standards and interpretations issued but not yet adopted
The Group has chosen not to early adopt the following amendments and interpretations, which have been published and are 
mandatory for the Group’s accounting periods beginning on or after 1 March 2020 or later periods:

IFRS 3 Business Combinations (Amendment, effective for financial years beginning on or after 1 January 2020)
Certain amendments have been made on the definition of a business. The changes clarify the requirements for the acquisition to be a 
business, it must have inputs and a process.

Management is determining the impact of the standard on the financial statements. No significant impact is expected.

IAS 7 Financial Instruments Disclosure and IFRS 9 Financial Instruments (Amendment, effective for financial years beginning on 
or after 1 January 2020)
The standard amends the requirements for hedge accounting to support the provision of useful financial information during the period 
of uncertainty caused by phasing out of interest-rate benchmarks such as interbank offered rates (IBOR) in hedge accounting.

Management is determining the impact of the standard on the financial statements. No significant impact is expected.

IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors  
(effective for financial years beginning on or after 1 January 2020)
The amendments clarify and align the definition of “material” and provide guidance to help improve consistency in the application of 
that concept whenever it is used in IFRS standards.

Management is determining the impact of the standard on the financial statements. No significant impact is expected.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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2020
R000

2019 
R000

6 Capital expenditure and commitments
Invested 173 328 137 190

Property, plant and equipment 151 804 119 046
Intangible assets 21 524 18 144

Authorised, not yet contracted 235 388 184 797

Property, plant and equipment 202 372 161 582
Intangible assets 33 016 23 215

Refer to commentary section under heading Performance subsequent to reporting date. Non-essential capital expenditure has been 
frozen post year-end.

2020
R000

2019 
R000

7 Property, plant and equipment
Opening balance 1 048 537 1  339 789
Additions due to application of IFRS 16 1 302 230 –
Additions 151 804 119 046
Foreign currency translation 108 182 127 461
Disposals (24 751) (36 828)
Depreciation (306 252) (195 971)
Transfer from intangible assets – 26 985
Transfer to held for sale – (31 152)
Impairment (52 953) (300 793)

Closing balance 2 226 797 1 048 537

Impairment
An impairment of R53 million (2019: R301 million) was recognised during the year under review at GBK restaurant level.

To determine the impairment to be processed, the affected property, plant and equipment was valued using value-in-use calculations 
performed at a site level. The recoverable amount for sites where impairment indicators were identified was determined on the basis 
of value-in-use, which amounted to R198 million (2019: R32 million). The key assumptions used in calculating the recoverable amount 
include the discount rate and the long-term growth rate. The long-term growth rate is 5.1% (2019: 3%), but some sites with leases 
expiring in less than 10 years have varied growth rate assumptions which range between 0% and 15% (2019: 3% and 15%). The 
discount rate used in measuring value-in-use was an average of 9% per annum (2019: 5%). The current year impairment is due to 
underperformance of certain UK and Ireland stores. The prior year impairment was mainly as a result of the store closures resulting 
from CVA at GBK.

Sensitivity
An increase/(decrease) of 1% in the discount rate would result in a increase/(decrease) in the impairment charge of R8 million/
(R8 million) (2019: R3 million/(R3 million)). An increase/(decrease) in the long term growth rate of 1% in the forecast profits will result 
in a decrease/(increase) in the impairment charge of R8 million/(R9 million) (2019: R7 million/(R7 million)).

Subsequent events
The impairment assessments were performed using forecasts prepared based on information known at 29 February 2020. Refer to  
Note 3.1 and 20.2 for details of the impact of the subsequent events related to the COVID-19 global pandemic.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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2020
R000

2019 
R000

8 Intangible assets
Opening balance 2 179 770 2 547 845
Additions 21 524 18 144
Foreign currency translation 100 106 247 506
Disposals (2 864) (7 032)
Transfer to property, plant and equipment – (26 985)
Amortisation (23 641) (26 576)
Impairment – (573 132)

Closing balance 2 274 895 2 179 770

Impairment
The GBK business acquired in October 2016 was assessed as a cash-generating unit. The goodwill and brand value which arose on the 
acquisition of the business was allocated to this cash-generating unit’s carrying amount for the purpose of the impairment assessment.

The recoverable amount of the cash-generating unit was determined on the basis of fair value less cost to sell, which amounted to 
R1.5 billion (2019: R1.4 billion). The fair value used in determining the recoverable amount of the cash-generating unit is based on an 
income approach valuation method including a present value discounting technique using Level 3 inputs. The carrying amount of the 
cash-generating unit is R1.4 billion (2019: R1.4 billion).

Key assumptions used in the valuation includes the probability that the cash-generating unit will achieve the set long-term profit 
forecasts which includes like-for-like growth rates, the discount rate applied in arriving at the fair value and the store roll out plan. 
The assumed profitability was based on anticipated performances but adjusted for expected growth and the continued benefit 
of reduced rentals arising from the CVA.

Like-for-like growth rates has been based on current and expected economic conditions at 29 February 2020. The discount 
rate is determined based on market rates at year-end and observable inputs, adjusted for risk associated with the business.

The future profits were forecast over a period of 10 years applying a like-for-like sales growth rate of between 0% and 3% 
(2019: between 1% and 3%) over the 10 year period. A long-term growth rate of 2% (2019: 2%) was set for the years subsequent 
to the forecast. A discount rate of 10.2% (2019: 10.1%) was applied.

No impairment (2019: R573 million) was recognised during the financial year. In the prior year R47 million of the impairment related to 
goodwill and R526 million related to the brand.

Sensitivity analysis on fair value less costs to sell
An increase/(decrease) of 1% in the discount rate will result in a decrease/(increase) in the recoverable amount of R258 million/
(R339 million) (2019: R340 million/(R258 million)).

An increase/(decrease) in the like-for-like growth of 1% in the forecast sales will result in an increase/(decrease) in the recoverable 
amount of R709 million/(R655 million) (2019: R481 million/(R484 million)).

An increase/(decrease) of one store per year in the roll-out plan results in an increase/(decrease) in the recoverable amount of 
R150 million/(R78 million) (2019: R124 million/(R121 million)).

Changes in key assumptions, as well as the actual cash flows achieved compared to those forecast could have resulted in further 
impairments in the GBK business. The model was reliant on a certain level of economic recovery post-Brexit and the achievement 
of the turnaround strategy over the long-term.

Subsequent events
The impairment assessments were performed using forecasts prepared based on information known at 29 February 2020. Refer to  
Note 3.1 and 20.2 for details of the impact of the subsequent events related to the COVID-19 global pandemic.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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2020
R000

2019 
R000

9 Assets and liabilities held for sale
Property, plant and equipment – 31 152
Trade and other receivables – 3 239
Cash and cash equivalents – 959

Assets held for sale – 35 350

Lease liabilities – 1 014
Trade and other payables – 691

Liabilities held for sale – 1 705

The assets and liabilities held for sale related to the Coega Concentrate Tomato Paste Plant. The sale of Coega Concentrate was 
concluded effective 1 October 2019.

2020

R000

2019 
Restated* 

R000

10 Revenue
Sale of goods 4 478 560 4 446 514
Services rendered, franchise and restaurant revenue 2 718 922 2 736 168
Marketing funds** 582 833 541 948

Total 7 780 315 7 724 630

* Refer to Note 21 for details on the restatement.
** Marketing funds relate to funds contributed by franchisees for the various brands across the Group and are administered in line with the Consumer Protection Act (CPA). These were 

previously accounted for net of the related costs. Refer to Note 21. Further analysis of revenue is provided in the primary (business units) and secondary (geographical) segment report 
based on the information reviewed by the chief operating decision maker.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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2020 2019

Note

Gross
amount

R000

Income 
tax

R000
Net

R000

Gross
amount

R000

Income 
tax

R000

Restated*
Net

R000

11 Basic and headline earnings/
(loss) per share

11.1 Basic earnings/(loss) per share
Profit/(loss) attributable to equity holders of Famous 
Brands Limited 362 264 – 362 264 (483 593) – (483 593)

Basic and diluted earnings/(loss) 362 264 – 362 264 (483 593) – (483 593)

Basic earnings/(loss) per share (cents)
Basic 362 (484)
Diluted 361 (482)

11.2 Headline earnings per share
Basic earnings/(loss) 11.1 362 264 – 362 264 (483 593) – (483 593)
Adjustments: 55 890 (822) 55 068 899 623 (100 020) 799 603

Loss on disposal of property, plant and equipment 2 937 (822) 2 115 198 (55) 143
Impairment 52 953 – 52 953 899 425 (99 965) 799 460

Headline earnings 418 154 (822) 417 332 416 030 (100 020) 316 010

Headline earnings per share (cents)
Basic 417 316
Diluted 416 315

* Refer to Note 21 for details on the restatement.

2020
R000

2019 
R000

12 Non-operational items
Impairment* 52 953 899 425
Once-off Company Voluntary Agreement (CVA) related costs** – 17 223

52 953 916 648

* Comprising an impairment of R53 million (2019: R874 million) related to the GBK UK business and an impairment of Rnil (2019: R25 million) related to By Word of Mouth. Impairment 
is not deductible for tax purposes. This has an impact on Group’s effective tax rate.

** Professional fees and redundancy costs incurred in F2019.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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2020

R000

2019 
Restated*

R000

13 Net finance costs
Finance costs
Interest on borrowings 169 457 243 641
Interest on put option liabilities 8 232 6 230
Interest on lease liabilities 77 109 –
Other interest costs 10 777 39 278

265 575 289 149

Finance income
Interest from lease receivables 6 064 –
Interest from bank deposits 33 800 57 845
Other interest income 7 029 3 252

46 893 61 097

* Refer to Note 21 for details on the restatement.

14 Related party transactions
The Group entered into various sale and purchase transactions with related parties, in the ordinary course of business, on an arm’s 
length basis. The nature of related party transactions is consistent with those reported previously.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020



174 FAMOUS BRANDS Integrated Annual Report 2020

15 Financial instruments
Accounting classifications and fair values
The table below sets out the Group’s classification of each class of financial assets and liabilities, as well as a comparison to their fair 
values. The different fair value levels are described below:

Level 1: quoted prices (adjusted) in active markets for identical assets or liabilities that the Group can access at the measurement date.
Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly or indirectly.
Level 3: unobservable inputs for the asset or liability.

Level

2020

R000

2019 
Restated*

R000

Financial assets
Measured at amortised cost:
Trade and other receivables 610 374 619 574
Cash and cash equivalents 486 257 453 765
Derivative financial instruments 1 783 –

1 098 414 1 073 339

Financial liabilities
Measured at amortised cost:
Trade and other payables 684 181 649 220
Shareholders for dividends 2 423 2 195
Lease liabilities 1 383 240 5 785
Non-controlling shareholder loans 601 2 500
Borrowings 1 677 437 2 113 702
Fair value through profit or loss:
Derivative financial instruments (put options over non-controlling interests) 3 104 295 105 783
Derivative financial instruments (foreign currency swaps and foreign 
exchange contracts) 2 120 613
Fair value through other comprehensive income:
Derivative financial instruments (interest-rate swaps) 2 21 620 11 797

3 873 917 2 891 595

* Refer to Note 21 for details on the restatement.

The carrying amounts of financial assets and liabilities are considered to approximate the fair values.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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15 Financial instruments continued
Level 3 sensitivity information
The fair values of the level 3 financial liabilities of R104 million (2019: R106 million) were determined by applying an income approach 
valuation method including a present value discount technique. The fair value measurement includes inputs that are not observable in 
the market. Key assumptions used in the valuation of these instruments include the probability of achieving set profit targets and the 
interest rates. An increase/(decrease) of 1% in the interest rate would result in decrease/(increase) of Rnil (2019: R4 million). An increase/
(decrease) of 10% in the profit forecasts would result in an increase/(decrease) of R10 million (2019: R10 million). The profit forecast has 
been determined based on information known as at reporting date. Refer to Note 20 for details of subsequent events.

Movements in level 3 financial instruments carried at fair value
The following tables illustrate the movements during the year of level 3 financial instruments carried at fair value:

2020

R000

2019 
Restated*

R000

Carrying value at beginning of the year 105 783 176 186
Unwinding of discount 8 232 6 230
Derecognition through equity (9 173) (89 168)
Settlement of put option* – (23 374)
Remeasurement (547) 35 909

Carrying value at end of the year 104 295 105 783

* The settlement of put option related to the exercise of a put option by a minority shareholder of one of the Group’s subsidiaries.

16 UK Business Segmental Results
The table below sets out the performance of the UK Business Segment in GBP and ZAR respectively.

2020 2019 
% 

change

Revenue GBP000 75 524 86 678 (13)
Operating profit/(loss) GBP000 630 (3 614) 117
Operating profit/(loss) margin % 0.8 (4.2) 5.0

Revenue R000 1 407 170 1 544 229 (9)
Operating profit/(loss) R000 11 727 (64 390) 118
Operating profit/(loss) margin % 0.8 (4.2) 5.0

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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Interest rate

Currency
Maturity

Date Nature Margin % Rate
2020

%
2019

%
2020
R000

2019
R000

17 Borrowings
Unsecured
Long-term borrowings 1 655 630 2 088 098
Short-term portion of 
borrowings 21 807 25 604

1 677 437 2 113 702

Interest is paid quarterly in 
arrears.
The Company has unlimited 
borrowing powers in terms of its 
Memorandum of Incorporation.
Terms of repayment

Loan facility: 3-year bullet ZAR Dec-21 variable 1.60
3-month 

JIBAR 6.80 7.15 600 000 600 000

Loan facility: 4-year bullet ZAR Dec-22 variable 1.70
3-month 

JIBAR 6.80 7.15 850 000 850 000
Loan facility: 5-year revolving 
facility ZAR Dec-23 variable 1.70

3-month 
JIBAR 6.80 7.15 207 169 637 169

1 657 169 2 087 169
Transaction costs (2 468) (3 398)
Interest accrued 22 736 29 931

1 677 437 2 113 702

Maturity analysis
Payable within 1 year 21 807 25 604
Payable between 2 and 5 years 1 655 630 2 088 098

1 677 437 2 113 702

Sensitivity analysis
A change of 1% in interest rates at the reporting date would have increased/(decreased) profit or loss by R17 million (2019: R21 million).

Interest risk management
The Group utilises interest rate swap contracts to hedge its exposure to the variability of cash flows arising from unfavourable 
movements in interest rates.

Facilities
• Total ZAR overdraft facility in place: Rnil (2019: R380 million). Unutilised portion at year-end: Rnil (2019: R380 million), and

• the Group has a 5-year revolving loan facility of R970 million (2019: R970 million). Unutilised portion is R763 million (2019: R333 million) 
at year-end.

Refinancing subsequent to year-end
In March 2020 the Group refinanced the existing funding structure to align with the funding requirements of the business at the time 
and to manage liquidity risk. Refer to Note 20.1 for details.

Guarantees
Famous Brands Limited, Famous Brands Management Company (Pty) Ltd, Mugg and Bean Franchising (Pty) Ltd, Lamberts Bay Foods 
Limited, Famous Brands Logistics Company (Pty) Ltd, Creative Coffee Franchising (Pty) Ltd, Hawk Like Trade and Invest (Pty) Ltd and 
Vovo Telo Bakery and Cafe (Pty) Ltd have guaranteed in terms of the loan agreement: 

• Punctual performance by the Group of amounts due in the agreement,

• immediate payment of amounts due which the Group has not paid, and

• to indemnify the lender against any cost, loss or liability it incurs as a result of the Group not paying amounts that are due.

Transaction costs
• The unamortised portion of transaction costs related to the refinanced loan facility amount to R2 million (2019: R3 million).

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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18 Capital management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern, to provide 
sustainable returns for shareholders, benefits for other stakeholders and to maintain, over time, an optimal structure to reduce the cost 
of capital.

The capital structure of the Group consists of Cash and cash equivalents, Borrowings (Note 17) and Equity as disclosed in the statement 
of financial position. There are no externally imposed capital requirements.

Financial covenants
The Group’s borrowings (refer Note 17) are subject to the following financial covenants, which the Group is in compliance with:

2020 2019 

Debt to EBITDA <2.50 <2.50
Interest cover >3.00 >3.00

Gearing
The Group’s gearing ratio is set out below:

2020
R000

2019
R000 

Borrowings 1 677 437 2 113 702
Lease liabilities 1 383 240 68 977
Cash and cash equivalents* (486 257) (454 724)

Net debt 2 574 420 1 727 955
Equity 1 800 392 1 527 529

Gearing ratio** (%) 143.0 113.1

*  Cash and cash equivalents includes Rnil (2019: R1 million) in assets held for sale, refer to Note 9. Restricted cash balances of R40 million (2019: R5 million) are included in cash and 
cash equivalents.

**  Calculated as Net debt divided by Equity.

Refer to Note 3.2 for key judgements on the ability to continue as a going concern and Note 20.1 for subsequent events.

19 Contingent liabilities
The Group’s borrowings are unsecured, no pledges have been issued.

The Company and its South African subsidiaries have issued an unlimited suretyship in favour of First Rand Bank Limited to secure the 
banking facilities entered into by certain subsidiary companies.

Guarantees issued by banks in favour of trade creditors totalled R8 million (2019: R9 million).

Refer to Note 17 for other guarantees and facilities in the Group.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020
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20 Subsequent events
20.1 Refinanced debt structure

Management’s negotiations with the Group’s primary lender regarding a more appropriate debt finance structure at the time were 
successfully concluded on 13 March 2020. Details of the new debt finance structure are set out below.

Interest rate

Loan Facility Maturity Nature Margin % Rate Facility

A: Amortising loan Feb-21 Variable 1.50 3-month JIBAR ZAR 150 million
B: Amortising loan Feb-22 Variable 1.60 3-month JIBAR ZAR 150 million
C: Amortising loan Feb-23 Variable 1.70 3-month JIBAR ZAR 150 million
D: Amortising loan Feb-24 Variable 1.80 3-month JIBAR ZAR 400 million
E: Revolving Credit Facility Feb-24 Variable 1.90 3-month JIBAR ZAR 760 million

The debt covenants were concluded at the same level as the previous debt structure. The Group’s debt covenants are actively 
monitored internally on an ongoing basis.

Subsequent to 13 March 2020, management secured a further 12-month facility of R300 million at prime interest rate of 7.75%, which 
is subject to the same debt covenants as the structure concluded on the 13 March 2020 detailed in the table above.

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. Furthermore, discussions with the Group’s primary lender, necessitated by the 
COVID-19 global pandemic regarding the Group’s future maturity profile and covenants have been positive and will be considered 
ahead of publication of the interim results for the period ending 31 August 2020. Refer to Note 3.2.

20.2 COVID-19 global pandemic related lockdowns
As disclosed in Note 3.1, management has assessed the COVID-19 global pandemic, most specifically the effect of the lockdown, as 
being a non-adjusting post-balance sheet event for the reporting period based on the timing of the various lockdowns implemented 
in the Group’s respective trading markets, all of which occurred after the Group’s reporting date, being 29 February 2020.

For the duration of the various lockdowns across our trading markets in SA, AME, UK and Ireland, the Group did not generate material 
revenue; accordingly, the Group’s earnings for the financial year ending 28 February 2021 are expected to be negatively impacted. In 
light of the general uncertainty related to the macro-economic impact of the COVID-19 global pandemic, it is not possible to quantify 
with accuracy the full impact of the COVID-19 global pandemic on the business. Refer to commentary under the headings Performance 
subsequent to reporting date, Looking forward and Prospects.

20.3 Non-adjusting post-balance sheet events
Impairment of the Group’s GBK investment
GBK
In the SENS announcement published on 2 April 2020, shareholders were advised of the Board’s decision to not provide further 
financial assistance to the GBK business. Shareholders were further cautioned that this decision may result in an impairment of the 
full value of the Group’s investment in GBK.

The cautionary was subsequently renewed on Wednesday, 20 May 2020, as deliberations in respect of the matter are still in progress. As 
at 29 February 2020 the carrying  value of GBK’s cash generating unit was GBP 119 million, which is gross of IFRS 16 lease liabilities of 
GBP51 million. 
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20 Subsequent events continued
20.3 Non-adjusting post-balance sheet events continued

Impairment of the Group’s GBK investment continued
GBK continued
While not impacting on the Group’s ability to continue as a going concern into the foreseeable future, shareholders are advised that in 
light of the UK lockdown and the Board’s decision not to provide further financial assistance to GBK, there is material uncertainty 
surrounding GBK’s ability to continue as a going concern into the foreseeable future.  

Impairment of the Group’s investments in associates
UAC Restaurant Limited (UACR)
The Group holds a 49% stake in UACR, a subsidiary of UAC of Nigeria plc (UACN). UACN is a leading diversified conglomerate with 
operations in foods, paints, logistics and real estate, listed on the Nigerian Stock Exchange. During the financial year ended 
28 February 2017, in light of the difficult economic climate in Nigeria, and the introduction of a flexible exchange rate policy and 
subsequent devaluation of the Naira, the Group recognised a R20 million impairment on its investment in the UACR business. It is 
anticipated that the COVID-19 global pandemic is likely to have an adverse impact on Nigeria’s economic outlook. Accordingly, the 
Board anticipates that a further impairment of the Group’s investment in UACR may be required during the financial year ending 28 
February 2021. The amount of the impairment will be quantified in the new financial year as it is not possible at this stage to reliably 
estimate the impact of the COVID-19 global pandemic on the investment.

It’s a Matter of Taste (Pty) Ltd (BWOM)
The Group purchased a 49.9% stake in BWOM, a multi-awarded commercial catering company, at a cost of R51 million during the 
financial year ended 28 February 2017. An impairment of R25.5 million was recognised against the investment during the year ended 
28 February 2019 due to losses incurred in the business. Due to the impact of the COVID-19 global pandemic on the business, the 
Board anticipates that a further impairment may be required during the financial year ending 28 February 2021. The amount of the 
impairment will be quantified in the new financial year as it is not possible at this stage to reliably estimate the impact of the COVID-19 
global pandemic on the investment.

Expected Credit Loss (ECL)
IFRS 9 Financial Instruments requires an entity to determine a provision for doubtful debt (i.e. a loss allowance) based on ECLs (including 
forward looking information). As the COVID-19 global pandemic was assessed to be a non-adjusting post-balance sheet event 
throughout the Group’s operations for the period ended 29 February 2020, only information available as at 29 February 2020 was 
considered in determining the loss allowances for the current year.

Historically, the Group’s loss allowance as a percentage of trade receivables has been low; it is anticipated that the impact of the 
COVID-19 global pandemic may increase loss allowances for the year ending 28 February 2021. It is not possible at this stage to 
quantify the impact of the COVID-19 global pandemic on the Group’s loss allowance in light of the uncertainties surrounding how the 
COVID-19 global pandemic will affect our franchisees’ ability to recover and service their debts as before.

Assets supported by forward looking information
The COVID-19 global pandemic may have an impact on other balances that are supported by forward looking information, such as  
IFRS 16 right-of-use assets, investments in subsidiaries and associates, deferred tax assets and inventories. In light of the uncertainties 
surrounding the impact of the COVID-19 global pandemic on the economies in which the Group operates, it is not practical at this 
stage to quantify the extent of the financial impact.

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020



180 FAMOUS BRANDS Integrated Annual Report 2020

NOTES TO THE SUMMARISED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2020

21 Restatement of comparatives
The restatement relates to franchise marketing funds. In terms of its agreements with franchisees, the Group collects marketing levies 
from its franchisees to support marketing activities of the related brands. Thereafter, the Group manages the marketing funds collected 
and has a legal and statutory duty to report back to franchisees, in line with the Consumer Protection Act, No 68 of 2008 (Consumer 
Protection Act), on how the funds were utilised. Consequently the Group viewed itself as acting in the capacity of an agent with respect 
to the marketing funds, and the accounting treatment was in accordance with that understanding. The agency-based accounting 
treatment resulted in the inflows and expenditures associated with these marketing funds being recognised solely on the statement of 
financial position, resulting in the recognition of a net asset or liability at reporting date, and had no impact on the Group’s reported 
profit or loss.

In the current period, the Group received legal advice which concluded that the marketing funds do not legally belong to franchisees, 
notwithstanding that the Group retains the legal and statutory obligation to report on the use and management thereof. This 
clarification of the legal position resulted in the Group re-assessing its previous accounting treatment of marketing funds. The result of 
that review is that management has concluded that the previous accounting treatment was incorrect.

The impact of the clarified legal position on the application of IFRS 15 Revenue from Contracts with Customers is that the marketing fund 
fees due from the franchisees should be recognised as revenue earned by the Group together with the other franchise fees earned, 
being part of the same performance obligation. Expenditures incurred utilising the marketing funds are recognised as expenses of the 
Group. Compared to the previous accounting, the result of the revised accounting treatment is that any differences in the timing 
between the recognition of franchise fee revenues (including marketing fees), and the recognition of marketing fund expenditures 
incurred, could result in increases or decreases in net profit in a given reporting period, which outcome would not have occurred 
previously.

Any unspent marketing funds (which per the Consumer Protection Act are held in separately designated bank accounts from the rest 
of the Group’s funds) still held by the Group at reporting date are denoted as “restricted cash” to indicate that these are funds to which 
the Group does not have unfettered discretion with respect to its use in the normal course of business.

The marketing funds will be accrued in the statement of financial position to the extent funds have been received from the franchisee 
and it is unspent at the end of the period and to the extent that there is overexpenditure, which will be recovered from future 
marketing receipts, this is expensed in profit or loss.
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21 Restatement of comparatives continued
Consolidated statement of profit or loss and other comprehensive income
for the year ended 28 February 2019

Audited
28 February 

2019 
R000

Adjustment
Marketing

Funds
R000

Restated
28 February 

2019 
R000

Revenue 7 179 536 545 094 7 724 630
Cost of sales (3 592 399) – (3 592 399)

Gross profit 3 587 137 545 094 4 132 231
Selling and administrative expenses (2 737 463) (547 794) (3 285 257)

Operating profit before non-operational items 849 674 (2 700) 846 974
Non-operational items (916 648) – (916 648)

Operating loss including non-operational items (66 974) (2 700) (69 674)
Net finance costs (225 634) (2 418) (228 052)

Finance costs (285 008) (4 141) (289 149)
Finance income 59 374 1 723 61 097

Share of profit of associates 4 479 – 4 479

Loss before tax (288 129) (5 118) (293 247)
Tax (134 414) 1 311 (133 103)

Loss for the year (422 543) (3 807) (426 350)

Other comprehensive income, net of tax:
Exchange differences on translating foreign operations 281 672 – 281 672

Pre-tax exchange differences on translating foreign 324 178 – 324 178
Tax effect on exchange differences on translating (42 506) – (42 506)

Movement in hedge accounting reserve 155 – 155

Effective portion of fair value changes of cash flow hedges 215 – 215
Tax on movement in hedge accounting reserve (60) – (60)

Total comprehensive loss for the year (140 716) (3 807) (144 523)

Loss for the year attributable to:
Owners of Famous Brands Limited (480 400) (3 193) (483 593)
Non-controlling interests 57 857 (614) 57 243

(422 543) (3 807) (426 350)

Total comprehensive loss attributable to:
Owners of Famous Brands Limited (198 573) (3 193) (201 766)
Non-controlling interests 57 857 (614) 57 243

(140 716) (3 807) (144 523)

Basic loss per share (cents)
Basic (480) (4) (484)
Diluted (479) (3) (482)
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21 Restatement of comparatives continued
Consolidated statement of financial position
for the year ended 28 February 2019

2019 2018

Audited
28 Feb

2019
R000

Adjustment
Marketing 

Funds
R000

Restated
28 Feb

2019
R000

Audited
28 Feb

2018
R000

Adjustment
Marketing 

Funds
R000

Restated
28 Feb

2018
R000

ASSETS
679 702 (9 267) 670 435 685 009 (5 460) 679 549

Deferred tax asset 11 630 2 885 14 515 14 569 1 575 16 144
Trade and other receivables 668 072 (12 152) 655 920 670 440 (7 035) 663 405

Other assets 4 289 498 – 4 289 498 5 220 782 – 5 220 782

Total assets 4 969 200 (9 267) 4 959 933 5 905 791 (5 460) 5 900 331

EQUITY AND LIABILITIES
Capital and reserves 398 211 – 398 211 (18 946) – (18 946)
Retained earnings 1 023 383 (7 795) 1 015 588 1 524 544 (4 602) 1 519 942

Equity attributable to owners of Famous Brands Limited 1 421 594 (7 795) 1 413 799 1 505 598 (4 602) 1 500 996
Non-controlling interests 115 202 (1 472) 113 730 126 429 (858) 125 571

Total equity 1 536 796 (9 267) 1 527 529 1 632 027 (5 460) 1 626 567

Other liabilities 3 432 404 – 3 432 404 4 273 764 – 4 273 764

Total liabilities 3 432 404 – 3 432 404 4 273 764 – 4 273 764

Total equity and liabilities 4 969 200 (9 267) 4 959 933 5 905 791 (5 460) 5 900 331

Consolidated statement of cash flows
2019

Audited
28 Feb

2019
R000

Adjustment
Marketing 

Funds
R000

Restated
28 Feb

2019
R000

Cash generated before changes in working capital  1 055 882  (2 700)  1 053 182 
Decrease in receivables  11 651  2 700  14 351 

Primary (business units) and secondary (geographical) segment report
2019

Audited
28 Feb

2019
R000

Adjustment
Marketing 

Funds
R000

Restated
28 Feb

2019
R000

Revenue
Marketing funds –  541 948  541 948 
AME  269 788  3 146  272 934 

Operating profit before non-operational items
Marketing funds –  2 700  2 700 


