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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TRUWORTHS INTERNATIONAL LIMITED 
 
Report on the Audit of the Consolidated and Separate Financial Statements 
Opinion 
We have audited the consolidated and separate financial statements of Truworths International Limited and its subsidiaries (the 
Group) and company set out on page 15 to 168, which comprise of the consolidated and separate statements of financial position 
as at 28 June 2020, and the consolidated and separate statements of comprehensive income, the consolidated and separate 
statements of changes in equity and the consolidated and separate statements of cash flows for the 52 week period then ended, 
and notes to the consolidated and separate financial statements, including a summary of significant accounting policies. 
 
In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the consolidated and 
separate financial position of the Group and company as at 28 June 2020, and its consolidated and separate financial 
performance and consolidated and separate cash flows for the period then ended in accordance with International Financial 
Reporting Standards and the requirements of the Companies Act of South Africa. 
 
Basis for Opinion 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards 
are further described in the Auditor’s Responsibilities for the Audit of the consolidated and separate financial statements section of 
our report. We are independent of the Group and company in accordance with the Independent Regulatory Board for Auditors’ 
Code of Professional Conduct for Registered Auditors (IRBA Code) and other independence requirements applicable to 
performing audits of financial statements of the Group and company and in South Africa. We have fulfilled our other ethical 
responsibilities in accordance with the IRBA Code and in accordance with other ethical requirements applicable to performing 
audits of the Group and company and in South Africa. The IRBA Code is consistent with the corresponding sections of the 
International Ethics Standards Board for Accountants’ International Code of Ethics for Professional Accountants (including 
International Independence Standards). We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 
 
Key Audit Matters 
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the consolidated 
and separate financial statements of the current period. These matters were addressed in the context of our audit of the 
consolidated and separate financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate 
opinion on these matters. For each matter below, our description of how our audit addressed the matter is provided in that 
context.  
 
We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the consolidated and separate 
financial statements section of our report, including in relation to these matters. Accordingly, our audit included the performance of 
procedures designed to respond to our assessment of the risks of material misstatement of the consolidated and separate 
financial statements. The results of our audit procedures, including the procedures performed to address the matters below, 
provide the basis for our audit opinion on the accompanying consolidated and separate financial statements. 
 
The Key Audit Matters apply to the audit of the consolidated financial statements. 
 

Key Audit Matter How the matter was addressed in the audit 

Impairment assessment of indefinite useful life of the trademark intangible asset of Office Retail Group Ltd. (Group) 

As disclosed in note 6, the value of the Office Retail 
Group Ltd trademarks amounted to R302 million  
(2019: R2 362 million) and arose in 2015 from the 
acquisition of the Office Retail Group business by the 
Group. 
 
In line with IAS 36: Impairment of assets, management 
performs an impairment test on the recoverability of the 
indefinite useful life of the trademark intangible asset,  
bi-annually at each reporting date or more frequently if 
events or changes in circumstances indicate that the 
carrying amounts may be impaired. 

Our procedures included, amongst others: 

• We reperformed the arithmetical accuracy of the calculations 
contained in managements model verifying that all formulas 
therein were applied accurately; 

• We assessed the sales growth rate, gross margin, 
quantification of the impact of new strategies and future 
programmes that have been considered, working capital 
requirements and capital expenditure with the assistance of 
valuation specialists, who compared the cash flow forecasts to 
historic performance, business plans which include new 
strategies and future programmes and other relevant market 
and economic information; 
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Key Audit Matter How the matter was addressed in the audit 

 
The recoverable amount was calculated using the  
value-in-use technique. This valuation is subjective in 
nature as it is dependent on the managements’ best 
estimate of the Cash Generating Unit’s (CGU’s) future 
performance based on information known as at 28 June 
2020, including the impact that COVID-19 pandemic 
could have on future profits of the business. 
 
As disclosed in note 6, there are a number of key 
assumptions and estimates made in determining the 
inputs into the model which includes: 

• Sales growth rate; 

• Gross profit margin; 

• Working capital requirements; 

• Capital expenditure; 

• Growth rates used to extrapolate cash flows beyond 
the forecast period; and 

• The discount rate applied in determining the present 
value of future cash flows.  

 
The current economic climate and the uncertainty 
surrounding the future economic conditions of the retail 
industry within the United Kingdom, including the impact 
that Brexit and COVID-19 will have on the industry, has 
increased the complexity of forecasting, as there is 
uncertainty around how it will impact the behavior of 
customers, which will directly impact the performance of 
the company. 
 
The re-assessment of the carrying value of the Office 
Retail Group indefinite useful life trademarks resulted in 
the recognition of an impairment charge of R2 518 million, 
reflecting the continuingly tough trading environment in 
the UK in the wake of Brexit uncertainty and muted 
consumer sentiment, combined with the pressure on 
store-based retailing as consumer spending shifts to 
online shopping, and other changes in consumer 
spending due to the effects of COVID-19 on the economy. 
 
Due to the significance of the impairment recognised and 
the level of estimation inherently required in determining 
future performance and an appropriate discount rate, this 
has resulted in it being identified as a key audit matter in 
the audit of the consolidated financial statements. 
 

• With the assistance of valuation specialists we reviewed the 
post IFRS 16 discount rate used based on comparable 
companies in the industry, using the capital asset pricing 
model (CAPM) and the growth rates used to extrapolate cash 
flows beyond the forecast period to the long-term growth rate 
forecasted for the UK; 

• We performed sensitivity analyses on the key assumptions 
used in the model to determine the impact that a reasonable 
expected change could have on the recoverable amount of the 
cash generating unit against the impairment raised; 

• We performed a comparison of the calculated recoverable 
amounts adjusted for excess cash and interest-bearing debt, to 
the equity value of the cash generating unit to determine the 
impairment required; 

• We evaluated the completeness and accuracy of disclosure 
relating to the impairment assessments and impairment of the 
indefinite useful life of intangible assets, to assess compliance 
with the requirements of IAS 36: Impairment of Assets. 

Expected credit losses allowance on trade receivables (Group) 
As at 28 June 2020 gross trade receivables amounted to 
R5 504 million against which an expected credit loss 
(ECL) of R1 660 million was raised. 
 
As included in note 12, the ECL on trade receivables 
amounting to R1 660 million (2019: R1 135 million) has 
been considered to be an area where the most significant 
judgements were required as it incorporates forward 

Our procedures included, amongst others: 

• We performed procedures in order to assist our understanding 
of the methodology applied by management in their IFRS 9 
model; 

• We evaluated, with the assistance of our quantitative 
specialists, the impairment methodology applied against the 
requirements of IFRS 9: Financial Instruments.  
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Key Audit Matter How the matter was addressed in the audit 

looking information into the ECL model as prepared by 
management, and additional overlays with respect to the 
COVID-19 pandemic and other legislation. 
 
The probability of write-off (PWO), exposure at write-off 
(EAW) and loss given default (LGD) within the ECL 
calculation including macroeconomic inputs and forward-
looking information, which is considered in determining 
the ECL requires significant management assumptions 
and judgements. To estimate the impact of COVID-19, 
management applied various stress factors on the PWO 
and EAW and placed higher weighting on more recent 
tranches of observed recoveries in determining the loss 
given write-off (LGW). These various scenarios 
constructed were probability weighted to determine the 
final debtors book impairment overlay. 
 
Due to the size of the balance, the complexity and the 
judgement inherent in the calculation of the related ECL 
allowance it resulted in a key audit matter. 
 
Refer to note 1.4 (Use of judgements in the preparation of 
annual financial statements), 12.2 (Expected credit losses 
allowance) and note 28.4 (Credit risk) to the annual 
financial statements for the related disclosure. 
 

• We involved IT specialists to evaluate completeness of data in 
the impairment model by reconciling the data used in the 
impairment model to the debtor’s source; 

• We agreed the source data used in the modelling to supporting 
documentation on a sample basis to assess accuracy and 
validity; 

• We involved our quantitative specialists to test assumptions 
and calculations used in the ECL. This included, but not limited 
to, performing the following: 

• An assessment of the modelling code against the 
developed methodology to confirm the methodology is 
appropriately applied in calculating the ECL allowance; 

• Reperformed the modelling at period end including the 
appropriateness of forward-looking macro-economic 
information; 

• An assessment of the reasonableness of the overlays that 
management calculated to determine the potential impact 
of COVID-19 and other legislation on the allowance; 

• Sensitivity analysis on scenarios and probability 
weightings applied to these scenarios used to determine 
the impact of COVID-19 on the allowance. 
 

We assessed the disclosures in the annual financial statements 
relating to the expected credit losses on trade receivables in terms 
of the disclosure requirements of IFRS 9: Financial Instruments and 
IFRS 7: Financial Instruments disclosures. 
 

IFRS 16 Implementation (Group) 
The new accounting standard on leases, IFRS 16 Leases, 
became effective during the period ending 28 June 2020. 
In adopting the standard using the full retrospective 
approach, the Group recognised right-of-use (ROU) 
assets and lease liabilities with carrying values as at 28 
June 2020 totalling R2 651 million and R4 119 million 
respectively. The disclosures required by the standard for 
these balances are contained in notes 1.18, 4 and 22. 
The impact of adopting IFRS 16 Leases is disclosed in 
note 2. 
 
A number of judgements were applied, and estimates 
made in determining the impact of the standard as the 
Group has a large volume of property leases. In order to 
compute the transition impact of IFRS 16, a significant 
data extraction exercise was undertaken by management 
to summarise all property lease contract data such that 
the respective inputs could be uploaded into 
management’s model. 
 
The significant judgements included the following: 

• Lease terms including the consideration of renewal 
options included in lease contracts; 

• Impact of lease modifications; 

• The appropriate incremental borrowing rates (IBR) to 
use in discounting the lease liabilities; 

Our audit procedures comprised, amongst others: 

• We evaluated management’s policies, processes and controls 
put in place to identify, capture and account for active leases 
across the Group.  

• We reviewed the memorandums prepared by management 
outlining key accounting policy decisions and involved our 
accounting specialists to ensure these accounting policy 
decisions are in accordance with the requirements of the 
standard. 

• For a sample of leases, we performed the following 
procedures: 

• Inspected the lease contracts and evaluated 
management’s identification of relevant lease terms to 
determine whether the leases were correctly considered 
for adoption and accounted for in terms of the standard;  

• We inspected the details of the contract to assess 
management’s determination of the beneficial occupation 
date and the lease end date (considering option periods 
contained in the contract); 

• We assessed the discount rates determined by 
management with reference to entity-specific borrowing 
rates and external market data with the assistance of our 
quantitative specialists; 

• We recalculated the lease liabilities and ROU assets 
based on the underlying contractual terms; 

• We reperformed the reconciliation of the lease expenses 
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Key Audit Matter How the matter was addressed in the audit 

• Identifying ROU assets that have impairment 
indicators; 

• Determining the appropriate discount rates to use 
when assessing ROU assets for impairment. 

 
Due to the material effect in terms of value that the new 
standard had on the financial information of the Group, 
the large number of property leases, the values 
associated with the rentals, as well as the judgements 
applied in measuring the lease liabilities and related ROU 
assets this has been identified as a key audit matter in the 
current period. 

per the trial balance to the lease payments included in the 
IFRS 16 model for the calculation of the day one and 
period end liability to assess the completeness of the 
lease population; 

• We reviewed the impairment indicator tests for ROU 
assets to ensure all ROU assets with impairment 
indicators were assessed for impairment in line with IAS 
36; 

• With the assistance of our valuation specialists, we 
evaluated the assumptions used in the impairment 
assessment of the ROU assets including consideration of 
the impact of COVID-19 by recalculating the recoverable 
amount based on the value in use assessment performed 
by management; 

• We assessed the appropriateness of the tax treatment of 
the deferred tax arising from the ROU assets and lease 
liabilities; 

• In conjunction with our internal financial reporting 
specialists, we assessed the completeness and accuracy 
of disclosures with reference to the requirements of 
IFRS 16 Leases. 
 

Other information 

The directors are responsible for the other information. The other information comprises the information included in the 173-page 
document titled “Truworths International Limited Group and company audited annual financial statements period ended 28 June 
2020”, which includes the Approval of Annual Financial Statements, Certificate by Company Secretary, Directors’ Report and 
Audit Committee Report as required by the Companies Act of South Africa as well as Annexure Four- Employment Equity Act 
Summary and Shareholder Information which we obtained prior to the date of this report. The other information that will be 
available after this report date consists of the Integrated Annual Report, Ten-year Review, Ratios, Share Statistics and Definitions, 
Corporate Governance Report, Application of King IV Corporate Governance Principles, Social and Environmental Report and 
Social and Ethics Committee Report. Other information does not include the consolidated and separate annual financial 
statements and our auditor’s report thereon.  
 
Our opinion on the consolidated and separate annual financial statements does not cover the other information and we do not 
express an audit opinion or any form of assurance conclusion thereon.  
 
In connection with our audit of the consolidated and separate annual financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated and separate 
annual financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on 
the work we have performed on the other information obtained prior to the date of this auditor’s report, we conclude that there is a 
material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard. 
 
Responsibilities of the Directors for the Consolidated and Separate Financial Statements 
The directors are responsible for the preparation and fair presentation of the consolidated and separate financial statements in 
accordance with International Financial Reporting Standards and the requirements of the Companies Act of South Africa, and for 
such internal control as the directors determine is necessary to enable the preparation of consolidated and separate financial 
statements that are free from material misstatement, whether due to fraud or error.  
 
In preparing the consolidated and separate financial statements, the directors are responsible for assessing the Group and 
company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the directors either intend to liquidate the Group and company or to cease operations, or have 
no realistic alternative but to do so. 
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Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements 
Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs will 
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of these consolidated and separate financial statements. 
 
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional skepticism throughout 
the audit. We also: 

• Identify and assess the risks of material misstatement of the consolidated and separate financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s and 
company’s internal control. 
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by the directors.  

 

• Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt 
on the Group and company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor’s report to the related disclosures in the consolidated and separate financial 
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group 
and/or the company to cease to continue as a going concern.  
 

• Evaluate the overall presentation, structure and content of the consolidated and separate financial statements, including 
the disclosures, and whether the consolidated and separate financial statements represent the underlying transactions 
and events in a manner that achieves fair presentation.  
 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within 
the Group to express an opinion on the consolidated and separate financial statements. We are responsible for the 
direction, supervision and performance of the Group audit. We remain solely responsible for our audit opinion.  
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We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.  
 
We also provide the directors with a statement that we have complied with relevant ethical requirements regarding independence, 
and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, 
and where applicable, actions taken to eliminate threats or safeguards applied.  
 
From the matters communicated with the directors, we determine those matters that were of most significance in the audit of the 
consolidated and separate financial statements of the current period and are therefore the key audit matters.  
 
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in 
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse 
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.  
 
 
Report on other legal and regulatory requirements 
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we report that Ernst & 
Young Inc. has been the auditor of Truworths International Limited for 45 years. 

 
 
Ernst & Young Inc. 
Director: Pierre du Plessis 
Registered Auditor 
Chartered Accountant (SA) 
3 September 2020 
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