FINANCIAL STATEMENTS

NOTES TO THE
FINANCIAL STATEMENTS coee

For the year ended 30 June 2020

Company Group
2020 2019 2020 2019
Rm Rm Rm Rm

19. INVENTORIES

Raw materials and packaging 197 177
Semi-finished goods 5 4
Finished goods and merchandise 694 677

896 857

Inventory at year end is net of an obsolescence
provision of R82 million (2019: R89 million), which is
determined on an annual basis.

The provision takes into account expected future sales
ability of inventory items based on historical
experience, analysis of market and fashion trends and
a review of the ageing of the inventory items.
Inventory losses recognised as an expense totalled
R10 million (2019: R8 million). This expense is included
in the operating expense line item on the face of the
statement of comprehensive income.

20. TRADE AND OTHER RECEIVABLES

Trade receivables - net of loss allowance 421 491
Prepayments 84 74
Sundry debtors* 273 285
3353 3030 Amounts owing by subsidiary
3353 3030 778 850

* Includes deposits, rebates receivable, and short-term portions of loans per note 16.
For terms and conditions relating to Group-related receivables, refer to note 35.

The amounts owing by subsidiary represent amounts owing by ltaltile Ceramics (Pty) Ltd. These amounts are unsecured, carry no interest
and are payable on demand. As the subsidiary has material liquid assets and other significant assets, credit risk is minimal and no expected
credit loss is provided for. Outstanding balances are settled from time to time based on the cash flow requirements of the various entities.

Trade receivables of the Group comprise amounts due from franchisees and other third-party customers, each of which has different credit
risk characteristics. Credit risk relating to amounts due from franchisees is limited (recovery via underlying assets of the franchise business in
the event of default is provided for in franchise agreements).

An expected credit loss model (simplified approach) is used to calculate the impairment allowance (a lifetime expected loss allowance) for
other third-party customers. The expected credit loss model which uses the prevailing prime rate of lending in South Africa, is based on
historic payment profiles and credit losses, and has been adjusted for the expected impact of the COVID-19 pandemic. Macro-economic
factors considered by the Group when determining expected loss rates include GDP annual growth, prime lending interest rate, inflation rate
and unemployment. The macro-economic factors covered the seven quarters up to June 2020. In addition, forecast macro-economic factors
for 12 months from the calculation date are also considered. Refer to note 33 for further information related to expected credit loss.

As at 30 June 2020, a loss allowance has been recorded for trade receivables with a nominal value of R54 million (2019: R21 million).

Movements in the loss allowance of trade receivables were as follows:

Total
Rm
At 30 June 2018 24
Utilised during the year #
Raised during the year 3)
At 30 June 2019 21
Utilised during the year (3)
Raised during the year 36
At 30 June 2020 54

# Less than R1 million.
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