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The annual financial statements are prepared on the 
historical cost basis, unless otherwise indicated, in 
accordance with International Financial Reporting 
Standards (IFRS), the requirements of the Companies Act 
(No. 61 of 1973), as amended, and the Listings 
Requirements of the JSE Limited.

These financial statements incorporate accounting policies 
that have been consistently applied to both years 
presented, with the exception of the implementation of 
IFRS 8: Operating Segments and the amendments to 
IFRS 7: Financial Instruments disclosure and IAS 1 (revised): 
Presentation of financial statements. The adoption of the 
new accounting standard and amendments to IFRS only 
affected disclosure and had no impact on the results of 
either the current or prior years.

The composition of the Group’s net profit is relevant for a 
proper understanding of its financial results. Due to the 
nature of the Group’s operations a significant portion of its 
net profit results from associated companies and joint 
ventures. Consequently, additional information relating to 
the Group’s share of the after-tax profit of associated 
companies and joint ventures is disclosed separately in 
note 29. In order to promote comparability, equity 
accounted income from associated companies and joint 
ventures, which is presented on an after-tax basis, is 
disclosed after the tax line on the income statement.

“Consolidated profit” represents the profit of the 
Company and its subsidiary companies before equity 
accounted income, while “Trading profit” represents the 
profit of the operating subsidiaries in the Group, before 
investment income, finance costs and items of a capital 
nature.

The accounting policies that the Group applied in the 
presentation of the financial statements are set out below.

(i)	�C onsolidation and equity 
accounting

	C onsolidation – subsidiary companies
	� All entities in which the Group, directly or 

indirectly, has an interest of more than one half of 
the voting rights or otherwise has the power to 
govern the financial and operating policies, are 
included in the consolidated financial statements 
in the accepted manner. The existence and effect 
of potential voting rights that are currently 
exercisable or convertible are considered  
when assessing whether the Group controls 
another entity.
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	�T he purchase method of accounting is used to 
account for the acquisition of subsidiaries. 
Identifiable assets acquired and liabilities and 
contingent liabilities assumed in a business 
combination, irrespective of the extent of minority 
interests, are measured initially at their fair values 
at the acquisition date. The excess of the cost of 
the acquisition over the fair value of the Group’s 
share of the identifiable net assets acquired is 
recorded as goodwill. If the cost of the acquisition 
is less than the fair value of the net assets of the 
subsidiary acquired, the difference is accounted 
for directly in the income statement. The cost of an 
acquisition is measured at the fair value of the 
assets given, equity instruments issued and 
liabilities incurred or assumed at the date of 
exchange, plus costs directly attributable to  
the acquisition. 

	�T he results of subsidiary companies acquired or 
disposed of during the year are included in the 
consolidated income statement from or to the 
date on which effective control was acquired  
or ceased.

	�I ntergroup transactions, balances and unrealised 
gains are eliminated on consolidation. Unrealised 
losses are also eliminated unless the transaction 
provides evidence of an impairment of the  
asset transferred.

	�T he accounting policies of subsidiaries conform to 
the policies adopted by the Group. Accounting 
policies between various industries have been 
aligned to the extent that it is material and 
appropriate for the specific industry. 

	�S pecial purpose entities are consolidated when 
the substance of the relationship between the 
Group and the special purpose entity indicates 
that the Group effectively controls the entity.

	�T he Group applies a policy of treating transactions 
with minority shareholders as transactions with 
equity owners of the Group. For purchases of 
minority interests, the difference between the 
consideration paid and the relevant share acquired 
of the carrying value of net assets of the subsidiary 
is deducted from equity. When interests in 
subsidiaries are sold to minority shareholders, any 
difference between the consideration received 
and the interest of the minority shareholder in the 
carrying value of the subsidiary’s net assets are 
also accounted for in equity.
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	�C onsolidation – The Remgro Share Trust
	�T he Remgro Share Trust has been consolidated as 

it is effectively controlled by the Company.

	�E quity accounting – joint ventures
	�A ll jointly controlled ventures are accounted for 

according to the equity method as with associated 
companies.

	�E quity accounting – associated companies
	�E ntities that are neither subsidiaries nor joint 

ventures, but in which a long-term interest is held 
and over whose financial and operating policies a 
significant influence can be exercised, are 
accounted for according to the equity method as 
associated companies. The results of associated 
companies, acquired or disposed of, are included 
in the consolidated income statement from the 
date on which effective significant influence 
begins or until it ceases. Unrealised gains on 
transactions between the Group and its associated 
companies are eliminated to the extent of the 
Group’s interest in the associate. Unrealised losses 
are also eliminated unless the transaction provides 
evidence of an impairment of the asset transferred. 
The Group’s share of retained income is transferred 
to non-distributable reserves. The Group’s share 
of other movements in the reserves of associated 
companies is accounted for through other 
comprehensive income. The carrying value of the 
Group’s associated companies includes goodwill 
identified at acquisition. When the Group’s share 
of losses in an associated company equals or 
exceeds its interest in the associate, including any 
other unsecured receivables, the Group does not 
recognise further losses, unless it has incurred 
obligations or made payments on behalf of the 
associated company.

	�D ilutionary and anti-dilutionary effects of equity 
transactions by associated companies that Remgro 
is not party to, are accounted for through other 
comprehensive income.

	�C ertain associated companies have year-ends that 
differ from that of the Company. In such 
circumstances the results of listed and certain 
unlisted companies are accounted for from the 
latest published information and management 
accounts as at year-end, respectively. The 
accounting policies of associated companies have 
been changed where necessary to align them to 
those of Remgro and its subsidiaries to the extent 
that it is material and appropriate for the specific 
industry in which the associate operates. 

	� Separate financial statements
	 �In Remgro’s separate financial statements, 

investments in subsidiaries, joint ventures and 
associated companies are carried at cost.

(ii)	�P roperty, plant and equipment 
and depreciation

	 �Land and buildings, machinery, equipment, 
office equipment and vehicles – are stated at 
historical cost less accumulated depreciation. 
Subsequent costs are included in the asset’s 
carrying amount or recognised as a separate asset, 
as appropriate, only when it is probable that future 
economic benefits associated with the item will 
flow to the Group and the cost of the item can be 
measured reliably. All other repairs and 
maintenance are charged to the income statement  
during the financial period in which they  
are incurred.

	�D epreciation on buildings, machinery, equipment, 
office equipment and vehicles is provided on  
a straight-line basis at rates that reduce the cost 
thereof to an estimated residual value over the 
expected useful life of the asset. The residual 
values and expected useful lives of assets are 
reviewed annually on reporting date and adjusted 
where necessary. No depreciation is provided  
for land. 

	 �Leased assets – Assets leased in terms of finance 
leases, i.e. where the Group assumes substantially 
all the risks and rewards of ownership, are 
capitalised at the inception of the lease at the 
lower of the fair value of the leased asset or the 
present value of the minimum finance lease 
payments. Leased assets are depreciated over the 
shorter of the lease period or the period over 
which the particular asset category is otherwise 
depreciated. The corresponding rental obliga
tions, net of finance charges, are included in non-
current liabilities. Each lease payment is allocated 
between the liability and finance charges so as to 
achieve a constant rate on the finance balance 
outstanding. The finance charges are accounted 
for in the income statement over the term of the 
lease using the effective interest rate method.

	�L eases of assets where the lessor substantially 
retains all the risks and rewards of ownership are 
classified as operating leases. Payments made 
under operating leases are accounted for in 
income on a straight-line basis over the period of 
the lease.
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	� Pre-production and borrowing costs – Pre-
production and borrowing costs directly 
attributable to the acquisition, construction or 
production of qualifying assets, i.e. assets that 
necessarily take a substantial period of time to get 
ready for their intended use or sale, are capitalised 
as part of the cost of those assets until such assets 
are substantially ready for their intended use or 
sale. Investment income earned on the temporary 
investment of specific borrowings pending their 
expenditure on qualifying assets is deducted from 
borrowing costs capitalised.

(iii)	B iological agricultural assets 

	�T he fair value of the biological agricultural assets is 
determined on the following basis:

	� Growing crops and orchards – Growing crops 
and orchards comprise two elements:

	  �Bearer biological assets – sugar cane roots, citrus 
trees and banana plants

	  �Consumable biological assets – standing sugar 
cane, citrus fruit and bananas

	�B earer biological assets are valued at fair value 
based on the current replacement cost of planting 
and establishment, subsequently reduced in value 
over the period of their productive lives. 

	�C onsumable biological assets are measured at 
their fair value, determined on current estimated 
market prices less estimated harvesting, transport, 
packing and point-of-sale costs.

	  �Standing cane at estimated sucrose content, age 
and market price.

	  �Growing fruit at estimated yields, quality 
standards, age and market prices.

	 �Breeding stock – Breeding stock includes the 
breeding and laying operations. Hatching eggs 
are included in breeding stock. Breeding stock is 
measured at their fair value less estimated closure 
point-of-sale costs at reporting dates. Fair value is 
determined based on market prices or, where 
market prices are not available, by reference to 
sector benchmarks.

	� Gains and losses arising on the initial recognition 
of these assets at fair value less estimated point-
of-sale costs and from a change in fair value  
less estimated point-of-sale costs are accounted 
for in profit and loss during the period in which 
they arise.

	� Growing crops and orchards – bearer biological 
assets are reported in the statement of financial 
position as non-current assets, while breeding 
stock and growing crops and orchards – 
consumable biological assets are reported as 
current assets.

(iv) 	I nvestment properties 

	�I nvestment properties are held to generate rental 
income and appreciate in capital value. Investment 
properties are treated as long-term investments 
and are carried at cost less accumulated 
depreciation. Buildings are depreciated to their 
estimated residual values on a straight-line basis 
over their expected useful lives.

	�I nvestment properties are valued by external 
independent professional valuers every third year.

(v) 	I ntangible assets

	 �Goodwill – On the acquisition of an investment, 
fair values at the date of acquisition are attributed 
to the identifiable assets, liabilities and contingent 
liabilities acquired.

	� Goodwill is the difference between the cost of the 
investments and the fair value of attributable net 
assets of the subsidiaries, joint ventures and 
associated companies at the acquisition dates. 
Goodwill is reported in the statement of financial 
position as non-current assets and is carried at 
cost less accumulated impairment losses. 

	� Goodwill attributable to associated companies 
and joint ventures is included in the carrying value 
of these companies.

	 �Trade marks – The cost of developing and 
establishing trade marks is expensed as incurred. 
Consequently, the value thereof is not reflected in 
the annual financial statements. The cost of 
purchased trade marks is written off on a straight-
line basis over their expected useful lives.

	� Research and development costs – Research 
cost is expensed as incurred. Where the asset 
recognition criteria have been met, development 
cost is capitalised and written off over the 
expected useful life of the product. Development 
cost previously expensed is not recognised as an 
asset in a subsequent period.

	�T rade marks and capitalised development costs 
with indefinite useful lives are not amortised.
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(vi) 	F inancial instruments

	�F inancial instruments disclosed in the financial 
statements include cash and cash equivalents, 
investments, derivative instruments, debtors and 
short-term loans, trade and other payables and 
borrowings. Financial instruments are initially 
recognised at fair value, including transaction 
costs, when the Group becomes party to the 
contractual terms of the instruments. The 
transaction costs relating to the acquisition of 
financial instruments held at fair value through 
profit and loss are expensed. Subsequent to  
initial recognition, these instruments are measured 
as follows:

	 �Loans and receivables – Loans and receivables 
are non-derivative financial instruments with fixed 
or determinable payments that are not quoted in 
an active market. These instruments are carried at 
amortised cost using the effective interest rate 
method.

	� Held-to-maturity financial instruments – Instru-
ments with fixed maturity that the Group has the 
intent and ability to hold to maturity are classified 
as held-to-maturity financial instruments and are 
carried at amortised cost using the effective 
interest rate method.

	 �Available-for-sale financial instruments – Other 
long-term financial instruments are classified as 
available-for-sale and are carried at fair value. 
Unrealised gains and losses arising from changes 
in the fair value of available-for-sale financial 
instruments are recognised through other 
comprehensive income in the period in which  
they arise. When these financial instruments are 
either derecognised or impaired, the accumulated 
fair value adjustments are realised and included in 
the income statement.

	 �Financial instruments at fair value through 
profit and loss – These instruments, consisting of 
financial instruments held-for-trading and those 
designated at fair value through profit and loss at 
inception, are carried at fair value. Derivatives are 
also classified as held-for-trading unless they are 
designated as hedges. Realised and unrealised 
gains and losses arising from changes in the fair 
value of these financial instruments are recognised 
in the income statement in the period in which 
they arise.

	 �Trade payables and borrowings – Trade payables 
and borrowings are recognised initially at fair 
value and subsequently measured at amortised 
cost using the effective interest rate method.

	�A ll purchases and sales of financial instruments are 
recognised at the trade date.

	�F inancial assets (or portions thereof) are 
derecognised when the Group realises the rights 
to the benefits specified in the contract, the rights 
expire or the Group surrenders or otherwise loses 
control of the contractual rights that comprise the 
financial asset. On derecognition, the difference 
between the carrying amount of the financial asset 
and proceeds receivable, as well as any prior 
adjustments to reflect fair value that had  
been recognised in other comprehensive income, 
is included in the income statement. 

	�F inancial liabilities (or portions thereof) are 
derecognised when the Group’s obligation 
specified in the contract is discharged or cancelled 
or has expired. On derecognition, the difference 
between the carrying amount of the financial 
liability, including related unamortised costs, and 
the amount paid for it is included in the  
income statement.

	� Fair value estimation – Financial instruments that 
are measured at fair value in the statement of 
financial position, are disclosed by level of the 
following fair value hierarchy:

	  �Level 1 – Quoted prices (unadjusted) in active 
markets for identical assets or liabilities;

	  �Level 2 – Inputs (other than quoted prices 
included within level 1) that are observable for 
the asset or liability, either directly (as prices) or 
indirectly (derived from prices); and

	  �Level 3 – Inputs for the asset or liability that 
are not based on observable market data 
(unobservable inputs).

	�T he fair value of financial instruments traded in an 
organised financial market is measured at the 
applicable quoted prices. The fair value of the 
financial instruments that are not traded in an 
organised financial market is determined using a 
variety of methods and assumptions that are 
based on market conditions and risk existing at 
reporting date, including independent appraisals 
and discounted cash flow methods. Fair values 
represent an approximation of possible value, 
which may differ from the value that will finally  
be realised.
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	�T here are Group companies that are parties to 
derivative financial instruments that reduce 
exposure to financial risks. These instruments 
mainly comprise forward contracts. Certain Group 
companies apply hedge accounting. Gains and 
losses arising from cash flow hedges are 
recognised through other comprehensive income, 
while those arising from fair value hedges are 
recognised in the income statement in the period 
in which they arise. Group companies that do not 
apply hedge accounting, recognise changes in the 
fair value of these and other derivative instruments 
in the income statement in the period in which  
they arise.

	�A ny derivatives embedded in financial instruments 
are separated from the host contract when their 
economic characteristics are not closely related to 
those of the host contract and the host contract is 
not carried at fair value. Gains and losses are 
reported in the income statement.

	� Where a current legally enforceable right of set-off 
exists for recognised financial assets and financial 
liabilities, and there is an intention to settle the 
liability and realise the asset simultaneously, or to 
settle on a net basis, all related financial effects  
are offset.

(vii)	�N on-current assets held for sale 
and discontinued operations

	�N on-current assets (or disposal groups) are 
classified as held for sale if their carrying amounts 
will be recovered principally through a sale 
transaction rather than through continuing use. 
These assets (or disposal groups) are measured at 
the lower of its carrying amount or fair value less 
costs to sell.

	�T he Group classifies a component as a discon-
tinued operation when that component has been 
disposed of, or is classified as held for sale; and

	  ��it represents a separate major line of business or 
geographical area of operations;

	  �is part of a single coordinated plan to dispose of 
a separate major line of business or geo-
graphical area of operations; or

	  �is a subsidiary acquired exclusively with a view to 
resale.

	�A  component of the Group comprises operations 
and cash flows that can be clearly distinguished, 
operationally and for financial reporting purposes 
from the rest of the Group.

(viii)	I nventories

	�I nventories are stated at the lower of cost or net 
realisable value. The basis of determining cost, 
which excludes finance costs, is the first-in first-out 
cost method. Net realisable value is the estimated 
selling price in the ordinary course of business, 
less applicable variable selling expenses.  
Where applicable, provision is made for slow-
moving and redundant inventories. Work in 
progress and finished goods include direct  
costs and an appropriate allocation of manu-
facturing overheads.

(ix)	T axation

	�C urrent taxation is provided by using rates that 
have been enacted or substantially enacted in 
terms of applicable tax laws.

	�D eferred taxation is provided for at rates that have 
been enacted or substantially enacted using the 
statement of financial position liability method. 
Full provision is made for all temporary differences 
between the taxation base of an asset or liability 
and its carrying amount on the statement of 
financial position. No deferred tax liability is 
recognised in those circumstances where the 
initial recognition of an asset or liability has no 
impact on accounting profit or taxable income. 
Assets are not raised in respect of deferred 
taxation, unless it is probable that future taxable 
profits will be available against which the  
deferred taxation asset can be realised in the 
foreseeable future.

	�S econdary taxation on companies is provided for 
in respect of dividend payments, net of dividends 
received or receivable and is recognised as a 
taxation charge for the year.

(x)	F oreign currencies

	 Functional and presentation currency 
	�I tems included in the financial statements of each 

of the Group’s entities are measured using the 
currency of the primary economic environment in 
which the entity operates, i.e. its functional 
currency. The functional currency of the Company 
and the presentation currency of both the 
Company and the Group is rand. All amounts, 
unless otherwise indicated, are stated in millions.

	 Transactions and balances
	�F oreign currency transactions are translated to the 

functional currency using the exchange rates 
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prevailing at the date of the transactions. Except 
when deferred in other comprehensive income as 
qualifying cash flow hedges and qualifying net 
investment hedges, foreign exchange gains and 
losses resulting from the settlement of such 
transactions and from the translation at year-end 
exchange rates of foreign currency denominated 
monetary assets and liabilities are recognised in 
the income statement. Translation differences on 
non-monetary items are accounted for based on 
the classification of the underlying items. Foreign 
exchange gains and losses on financial instruments 
classified as available-for-sale financial assets are 
included in other comprehensive income, whereas 
those on financial instruments held at fair value 
through profit and loss are reported as part of the 
fair value gain or loss.

	 �Group entities 
	�T he results and financial position of all foreign 

operations (excluding those operating in 
hyperinflationary economies) that have a functional 
currency different from the Group’s presentation 
currency are translated into the presentation 
currency as follows:

	  �Assets and liabilities are translated at the closing 
rate on the reporting date. 

	  �Income and expenses for each income statement 
are translated at average exchange rates for the 
year, to the extent that such average rates 
approximate actual rates.

	  �All resulting exchange differences are recog-
nised directly in other comprehensive income.

	�O n consolidation, exchange differences arising 
from the translation of the net investment in 
foreign operations, and of borrowings and other 
currency instruments designated as hedges of 
such investments, are taken to other compre-
hensive income. On disposal of foreign operations, 
the related exchange differences are recognised 
in the income statement as part of the profit  
or loss on disposal. Goodwill and fair value 
adjustments arising on the acquisition of foreign 
operations are treated as assets and liabilities of 
the foreign operation and translated at closing 
rates at reporting date.

 (xi)	I mpairment of assets

	�G oodwill and intangible assets with  
indefinite lives

	�T hese assets are assessed annually for possible 
impairments. For purposes of impairment testing, 
goodwill is allocated to cash-generating units, 
being the lowest component of the business 

measured in the management accounts that is 
expected to generate cash flows that are largely 
independent of another business component. 
Impairment losses relating to goodwill are not 
reversed. Any impairment is recognised in profit 
and loss.

�	 Other assets
	 �The Group assesses at each reporting date 

whether there is objective evidence that other 
assets may be impaired.

	 	�I mpairment – subsidiaries, joint ventures 
and associated companies

�		�A  n asset is impaired if its carrying amount is 
greater than its estimated recoverable amount, 
which is the higher of its fair value less cost to 
sell or its value in use. The carrying amounts of 
subsidiaries, joint ventures and associated 
companies are reviewed if there is objective 
evidence of impairment and written down 
where necessary.

	 	 �Investment property, property, plant and 
equipment and intangible assets with finite  
useful lives

		�  Where these assets are identified as being 
impaired, that is when the recoverable amount 
has declined below its carrying amount, the 
carrying amount is reduced to reflect the 
decline in value. Such written-off amounts are 
accounted for in the income statement.

	 	 �Financial instruments carried at 
amortised cost

		�A   financial asset is impaired and impairment 
losses are incurred only if there is objective 
evidence of impairment as a result of one or 
more events that have occurred after the initial 
recognition of the asset (a ‘loss event’) and that 
loss event has an impact on the estimated 
future cash flows of the financial asset that can 
be reliably estimated.

		�I  f there is objective evidence that an impair-
ment loss on loans and receivables or held-to-
maturity investments carried at amortised  
cost has occurred, the amount of the loss is 
measured as the difference between the asset’s 
carrying amount and the present value of 
estimated future cash flows discounted at the 
financial asset’s original effective interest rate. 
The carrying amount of the asset is reduced 
and the amount of the loss is recognised in  
the income statement. If a held-to-maturity 
investment or a loan has a variable interest rate, 
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the discount rate for measuring any impairment 
loss is the current effective interest rate 
determined under contract. As a practical 
expedient, the Group may measure impairment 
on the basis of an instrument’s fair value using 
an observable market price.

		�I  f in a subsequent period, the amount of the 
impairment loss decreases and the decrease 
can be related objectively to an event occurring 
after the impairment was recognised, such  
as improved credit rating, the previously 
recognised impairment loss is reversed and is 
recognised in the income statement.

	 	 Financial assets carried at fair value
		�I  f any objective evidence of impairment exists 

for available-for-sale financial assets, the 
cumulative loss, measured as the difference 
between the acquisition cost and current fair 
value, less any impairment loss on the financial 
asset previously recognised in profit or loss is 
removed from other comprehensive income 
and recognised in the income statement. 

		�I  mpairment losses on equity instruments that  
were recognised in the income statement are  
not subsequently reversed through the income 
statement – such reversals are accounted for  
in other comprehensive income.

(xii)	P rovisions

	�P rovisions are recognised when a present legal or 
constructive obligation exists as a result of past 
events, it is probable that an outflow of resources 
embodying economic benefits will be required to 
settle the obligation, and a reliable estimate of the 
amount of the obligation can be made.

	�P rovisions are measured at the present value of 
the expected expenditure required to settle the 
obligation using a pre-tax rate that reflects the 
current market assessment of the time value of 
money and the risks specific to the obligation. The 
increase in the provision due to passage of time is 
recognised as interest expense.

(xiii)	E mployee benefits

	�P ost-retirement benefits
	 �Pension obligations – Companies in the Group 

provide defined-benefit and defined-contribution 
post-retirement plans for their employees. The 
plan assets are held in separate trustee-
administered funds. These plans are funded by 

payments from the employees and the Group, 
taking into account recommendations of 
independent qualified actuaries.

	�F or the defined-benefit plans, the pension 
accounting costs are assessed using the projected 
unit credit method. The cost of providing pensions 
is charged to the income statement to spread the 
regular costs over the service lives of the 
employees in accordance with advice of qualified 
actuaries. The pension obligation is measured as 
the present value of the estimated future cash 
outflows using interest rates of government 
securities that have maturity terms approximating 
the terms of the related liability.

	�P ast-service costs are immediately expensed, 
unless the changes to the pension plan are 
conditional on the employees remaining in service 
for a specified vesting period, in which case the 
past-service costs are amortised on a straight-line 
basis over the vesting period.

	�T he net surplus or deficit of the benefit obligation 
is the difference between the present value of the 
funded obligations and the fair value of the plan 
assets. If the cumulated unrecognised actuarial 
gains and losses at the end of the previous 
reporting period exceed the greater of ten percent 
of the defined-benefit obligation or defined- 
benefit plan’s assets, that excess is recognised in 
future periods over the expected average 
remaining working lives of the participating 
employees. 

	�T he Group’s contribution to the defined-
contribution pension plans is charged to the 
income statement in the year in which they relate.

	 �Post-retirement medical obligations – The 
Group provides post-retirement medical benefits 
to its retirees. The entitlement to post-retirement 
medical benefits is based on the employees 
remaining in service up to retirement age and the 
completion of a minimum service period. The 
projected unit credit method of valuation is used 
to calculate the liability for post-retirement 
medical benefits.

	�T he expected costs of these benefits are expensed 
and the liabilities accumulated over the period of 
employment, using accounting methodology 
similar to that for defined-benefit pension plans. 
Independent qualified actuaries value these 
obligations.
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	�E quity compensation plans 
	�T he Remgro Group operates various equity settled 

share-based compensation plans. All offers 
granted after 7 November 2002 that have not 
vested by 1 January 2005 are accounted for as 
share-based payment transactions. The fair value 
of offers is determined on the grant date and is 
accounted for as an employee services expense 
over the vesting period of the offer, with a 
corresponding increase in equity, based on the 
Group’s estimate of the number of shares that  
will eventually vest. Fair value is determined using 
a binomial model. The expected contract life  
used in the model has been adjusted based  
on management’s best estimate of the effects  
of non-transferability, exercise restrictions and 
behavioural considerations.

	�A ny profits or losses that realise from shares  
being delivered to participants of the schemes  
are recognised directly in equity. The proceeds 
received net of any directly attributable transaction 
costs are accounted for against treasury shares 
when the options are exercised. 

	 �Short-term benefits
	�E mployee entitlements to leave are recognised 

when they accrue to employees involved. A 
creditor is created for the estimated liability for 
leave as a result of services rendered by employees 
up to reporting date.

(xiv)	C ash and cash equivalents

	�F or the purpose of the statement of cash flow, 
cash and cash equivalents comprise cash on hand, 
short-term government debt instruments, deposits 
held at call with banks, and investments in money 
market instruments, net of bank overdrafts. In the 
statement of financial position, bank overdrafts are 
included in short-term interest-bearing loans.

(XV)	�I nvestments in money market 
funds

	�I nvestments in money market funds relate to 
investments in shares of liquidity funds of which 
the underlying investments have maturities of up 
to one year. The shares in these funds are callable 
on a daily basis.

(xvI)	R evenue recognition

	�T he sale of goods is recognised when the 
significant risks and rewards of ownership of the 
goods have been transferred. Revenue arising 
from services is recognised when the service is 
rendered. Sales comprise the fair value of the 
consideration received or receivable for the sale of 
goods and services in the ordinary course of the 
Group’s activities and are disclosed net of value 
added tax, returns, rebates and discounts. 

	�I nterest is recognised on a time proportion basis 
(taking into account the principal outstanding, the 
effective rate and the period), unless collectability 
is in doubt. Dividends are recognised when the 
right to receive payment is established.

(xvIi)	 Share capital

	�O rdinary shares and B ordinary shares of the 
Company are classified as equity. Costs directly 
attributable to the issue of new shares are 
accounted for in equity as a deduction from  
the proceeds.

	�S hares in the Company held by Group companies 
are classified as treasury shares and are held at 
cost. These shares are treated as a deduction from 
the issued number of shares and taken into 
account in the calculation of the weighted average 
number of shares. The cost price of the shares is 
deducted from the Group’s equity.

(xviiI) 	Dividend distribution

	�D istribution of assets to the shareholders of the 
Company are accounted for at fair value.

(XIX) 	�C urrent/non-current distinction

	�I tems are classified as current when it is expected 
to be realised, traded, consumed or settled within 
twelve months after the reporting date, or the 
Group does not have an unconditional right to 
defer settlement for at least twelve months after 
the reporting date.

(XX) 	� SEGMENT REPORTING

	�O perating segments are reported in a manner 
consistent with the internal reporting provided to 
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the chief operating decision-maker. The chief 
operating decision-maker, who is responsible for 
allocating resources and assessing performance  
of the operating segments, has been identified  
as the Board of Directors of the Company, who 
makes strategic decisions. 

(XXI)	�C ritical accounting judgements 
and critical accounting 
estimates and assumptions

	�T he preparation of the financial statements 
necessitates the use of estimates, assumptions 
and judgements that affect the reported amounts 
in the statement of financial position and income 
statement. Although estimates are based on 
management’s best knowledge and judgements 
of current facts as at reporting date, the actual 
outcome may differ from those estimates.  

	�C ritical judgements in applying the Group’s 
accounting policies

	�T he most critical judgement exercised relates to 
the classification of investments as associated 
companies rather than investments available-for-
sale. There are some investments over which 
Remgro is believed to have significant influence 
although it has an interest of less than 20% in these 
companies. However, as Remgro has board 
representation and is one of the major shareholders 
of these companies, its influence over their 
financial and operating policies is significant. 
Those investments are accordingly accounted for 
as associated companies using the equity method. 
The fair value of associated companies is set out in 
note 6 to the annual financial statements.

	�C ritical judgement is also exercised with regards 
to the determination of the functional currency of 
the offshore entities that holds the group’s cash 
and short-term financial investments. The 
functional currencies of these entities are 
determined with reference to the currency in 
which the entities receive their operating cash 
inflows, as these most faithfully represent the 
economic effects of the underlying transactions, 
events and conditions. The operations of these 
entities are clearly separated from those of the 
parent and are managed separately from each 
other in terms of a strategic investment plan to 
invest in hard currencies based on specific and 
pre-determined portfolio allocations. As a result, 
exchange differences arising on the translation of 
those entities into the reporting currency of the 
Group are deferred in other comprehensive 

income until being realised, as opposed to  
being reported in the income statement on a 
continuous basis.

	�C ritical accounting estimates and assumptions
	� A significant estimate relates to the Group’s 

accounting policy in terms of which deferred 
taxation is provided for on all temporary 
differences between the carrying value and the tax 
base of investments. This tax is measured at the 
estimated tax consequences based on the manner 
in which the entity, at the reporting date, expects 
to recover the carrying value of the various 
investments. The carrying value of investments in 
associated companies are mainly recovered 
through dividends. As no taxable temporary 
differences exist, no deferred taxation is provided. 
Deferred taxation is provided on temporary 
differences that arise on the revaluation of 
available-for-sale investments based on the future 
economic benefits the entity expects to realise 
from that asset, i.e. a combination of dividends 
and capital gains or losses.

	�O ther estimates and assumptions relate to the 
determination of the useful lives of assets, 
impairments, the valuation of unlisted investments, 
the provision of deferred taxation for the 
Company’s unutilised STC (secondary taxation on 
companies) credits and the assumptions used in 
calculating retirement benefit obligations and 
share-based payments. Details of these estimates 
and assumptions are set out in the relevant notes 
to the annual financial statements.

	�C ritical accounting estimates and assumptions 
were also made during the purchase price 
allocation process in accounting for the VenFin 
acquisition as a business combination in 
accordance with IFRS 3: Business Combinations. 
These estimates and assumptions relate to the 
determination of useful lives of assets, discount 
rates, growth rates and valuation of unlisted 
investments.

(xxII)	�N ew accounting standards and 
interpretations

	�M anagement considered all new accounting 
standards, interpretations and amendments to 
IFRS that were issued prior to 31 March 2010, but 
not yet effective on that date. The standards that 
are applicable to the Group, but that were not 
implemented early, are the following:
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	 	�IFR S 9: Financial Instruments
		�  (effective date – financial periods commencing 

on/after 1 January 2013)
		�T  he International Accounting Standards  

Board (IASB) issued IFRS 9: Financial Instru-
ments as the first step in its project to replace 
IAS 39: Financial Instruments – Recognition and 
Measurement. IFRS 9 introduces new require-
ments for classifying and measuring financial 
assets. 

		�T  he IASB intends to expand IFRS 9 during 2010 
to add new requirements for classifying and 
measuring financial liabilities, derecognition  
of financial instruments, impairment and  
hedge accounting. By the end of 2010, IFRS 9 
will be a complete replacement for IAS 39, but 
its application will only be mandatory from  
1 January 2013.

	 	�IFRIC  17: Distributions of Non-cash Assets 
to Owners

		�  (effective date – financial periods commencing 
on/after 1 July 2009)

		�T  his interpretation provides guidance on how 
an entity should account for and measure:

		   �distributions of non-cash assets to its owners; 
and

		   �distributions that give owners a choice of 
receiving either cash or another asset.

		�A  n entity should measure the dividend payable 
at the fair value of the net assets to be dis-
tributed. The difference between the dividend 
paid and the carrying amount of the net assets 
distributed should be accounted for in profit  
or loss.

	 	�IFRIC  18: Transfers of Assets from 
Customers

		�  (effective date – financial periods commencing 
on/after 1 July 2009)

		�T  his interpretation clarifies the requirements  
of IFRSs for agreements in which an entity 
receives property, plant and equipment from  
a customer that the entity must use to connect 
the customer to a network or to provide the 
customer with ongoing access to a supply of 
goods or services.

		�IFRIC   18 provides guidance on how to identify 
the entity’s obligation to provide one or more 

separately identifiable services in exchange for 
the transferred asset and how to recognise 
revenue.

	 	�IFRIC  19: Extinguishing Financial Liabilities 
with Equity Instruments

		�  (effective date – financial periods commencing 
on/after 1 July 2010)

		�T  his interpretation clarifies the requirements of 
IFRS when an entity renegotiates the terms of  
a financial liability with its creditor and the 
creditor agrees to accept the entity’s shares or 
other equity instruments to settle the financial 
liability fully or partially:

		   �The entity’s equity instruments issued to 
a creditor are part of the consideration paid 
to extinguish the financial liability.

		   ��The equity instruments issued are measured 
at their fair value. If their fair value cannot be 
reliably measured, the equity instruments 
should be measured to reflect the fair value of 
the financial liability extinguished.

		   �The difference between the carrying amount 
of the financial liability extinguished and the 
initial measurement amount of the equity 
instruments issued is included in the entity’s 
profit or loss for the period.

	 	R evised IFRS 3: Business Combinations
		�  (effective date – financial periods commencing 

on/after 1 July 2009)
		�T  he revised standard establishes principles  

for recognising and measuring identifiable 
assets acquired, liabilities assumed and any 
non-controlling interest in an acquiree. Any 
classifications or designations made in 
recognising these items must be made  
in accordance with contractual terms, economic 
conditions, the acquirer’s operating and 
accounting policies and other factors that exist 
at the acquisition date.

		�E  ach identifiable asset and liability is measured 
at its fair value at acquisition date. Any non-
controlling interest in an acquiree is measured 
at fair value or as the non-controlling interest’s 
proportionate share of the acquiree’s net 
identifiable assets. 

		�T  he standard provides limited exceptions to 
these recognition and measurement principles.
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	 	R evised IAS 24: Related Party Disclosures
		�  (effective date – financial periods commencing 

on/after 1 January 2011)
		�T  he revised standard provides an exemption 

from disclosure requirements for transactions 
between entities controlled, jointly controlled 
or significantly influenced by the same state 
(‘state-controlled entities’).

		�T  he definitions of a related party and of a 
related party transaction have also been 
amended to clarify the intended meaning and 
remove some inconsistencies.

	 	�R evised IAS 27: Consolidated and Separate 
Financial Statements

	 	� (effective date – financial periods commencing 
on/after 1 July 2009)

		�T  he standard specifies the circumstances in 
which an entity must consolidate the financial 
statements of another entity (being a sub-
sidiary), the accounting for changes in the  
level of ownership interest in a subsidiary, the 
accounting for the loss of control of a subsidiary 
and the information that an entity must disclose 
to enable users of the financial statements to 
evaluate the nature of the relationship between 
the entity and its subsidiaries. 

		�T  he standard further requires that non-
controlling interests must be presented in the 
consolidated statement of financial position 
within equity, separately from the equity of the 
owners of the parent. Total comprehensive 
income must be attributed to both the owners 
of the parent and to the non-controlling 
interests even if this results in the non-
controlling interests having a deficit balance.

		�C  hanges in a parent’s ownership interest in  
a subsidiary that do not result in the loss of 
control are accounted for within equity.

		�  When an entity loses control of a subsidiary,  
it derecognises the assets and liabilities and 
related equity components of the former 
subsidiary. Any gain or loss is recognised in the 
income statement. Any investment retained in 
the former subsidiary is measured at its fair 
value at the date when control is lost. 

	 	�A mendment to IFRS 1: First-Time Adoption 
of International Financial Reporting 
Standards (limited exemption from 
comparative IFRS 7 disclosures for first- 
time adopters)

		�  (effective date – financial periods commencing 
on/after 1 July 2010)

		�T  he amendment allows certain exemptions 
from comparative IFRS 7 disclosures for entities 
that adopt IFRS for the first time.

	 	�A mendments to IFRS 2: Share-based 
payment (Group cash-settled share-based 
payment transactions)

		�  (effective date – financial periods commencing 
on/after 1 January 2010)

		�T  his amendment clarifies the scope and the 
accounting for group cash-settled share-based 
payment transactions in the separate or 
individual financial statements of the entity 
receiving the goods or services when that 
entity has no obligation to settle the share-
based payment transaction. 

		�I  t also incorporates the guidance contained  
in IFRIC 8: Scope of IFRS 2 and IFRIC 11:  
IFRS 2 – Group and treasury share transactions, 
resulting in the withdrawal of the afore
mentioned IFRICs.

	 	�A mendment to IAS 32: Financial Instruments: 
Presentation (Classification of Rights Issues)

		�  (effective date – financial periods commencing 
on/after 1 February 2010)

		�T  he amendment clarified that rights, options, 
or warrants to acquire a fixed number of the 
entity’s own equity instruments for a fixed 
amount of any currency are equity instruments 
(and not financial liabilities) if the entity offers 
the rights, option or warrants pro rata to all of 
its existing owners of the same class of its own 
non-derivative equity instruments.
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	 	�A mendment to IAS 39: Financial Instruments 
– Recognition and Measurement (Eligible 
Hedged Items)

	 	� (effective date – financial periods commencing 
on/after 1 July 2009)

		�T  he amendment clarifies how the principles 
that determine whether a hedged risk or portion 
of cash flows of a hedged item is eligible for 
designation in a hedging relationship, should 
be applied in particular situations.

	 	�A mendment to IFRIC 14: Prepayments of 
a Minimum Funding Requirement

		�  (effective date – financial periods commencing 
on/after 1 January 2011)

		�T  he amendment to IFRIC 14, which is itself an 
interpretation of IAS 19: Employee Benefits, 
applies in the limited circumstances when an 
entity is subject to minimum funding require-
ments and makes an early payment of 
contributions to cover those requirements. The 
amendment permits such an entity to treat the 
benefit of such an early payment as an asset.

	 	�IA SB first and second annual 
improvements projects

		�T  he IASB concluded its first two annual 
improvements projects, amending various 
accounting standards. These changes become 
effective for periods commencing on or after  
1 July 2009, unless specified otherwise in the 
transitional provision for each amendment.

	�T he application of the standards, interpretations 
and amendments to IFRS mentioned above in 
future financial reporting periods is not expected 
to have a significant effect on the Group’s financial 
results, financial position and cash flow, except for 
the following:

	 	�R evised IFRS 3: Business Combinations and 
revised IAS 27: Consolidated and Separate 
Financial Statements – These standards will 
be applied prospectively to all business com-
binations and changes in a parent’s ownership 
interest in a subsidiary from 1 April 2010 and  
it will therefore only affect the Group after  
this date.
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