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These annual financial statements were published on 30 September 2014

In addition to these annual financial statements the group publishes an integrated report, available on our website: www.imperial.co.za

Imperial Holdings is a JSE listed South African-based international group of 
companies active in three major areas of mobility: 
–	 consumer and industrial logistics
–	� vehicle import, distribution, dealerships, retail, rental and aftermarket parts 

–	 vehicle-related financial services

Imperial employs around 52 000 people who generate revenues in excess of R100 billion in Africa, Europe, South America, 
Australia and the United States through five major divisions which operate under separate management structures to enable 
decentralised entrepreneurial creativity within the group’s clearly-defined strategic, capital, budgetary and governance 
principles. 

Imperial strives for focused value creation and leadership in its chosen markets by allocating capital and resources  
to those organic and acquisitive growth opportunities that will enhance and be enhanced by the group’s existing assets and 
capabilities. 

Some of Imperial’s strategic choices will be deliberate – the result of prior research and analysis, while others will be 
emergent – the result of unplanned or unexpected external developments. In both cases strictly defined capital allocation 
principles will be applied.
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D irectors ’  respons ib i l i ty  for  group  annual  f inanc ial  report ing
for the year ended 30 June 2014

The directors of the company are responsible for the maintenance of adequate accounting records and the preparation and integrity of the annual 
financial statements and related information. The annual financial statements have been prepared in accordance with International Financial Reporting 
Standards and its interpretations adopted by the International Accounting Standards Board in issue and effective for the Group at 30 June 
2014 and the SAICA Financial Reporting Guides, as issued by the Accounting Practices Committee and financial reporting pronouncements as issued 
by the Financial Reporting Council and the requirements of the South African Companies Act, 2008. The Group’s independent external auditors, Deloitte 
& Touche have audited the annual financial statements and their unmodified report appears on page 2.

The directors are also responsible for the systems of internal control. These are designed to provide reasonable, but not absolute, assurance as to the 
reliability of the financial statements, and to adequately safeguard, verify and maintain accountability for assets, and to prevent and detect material 
misstatements and losses. The systems are implemented and monitored by suitably trained personnel with an appropriate segregation of authority 
and duties. Nothing has come to the attention of the directors to indicate that any material breakdown in the functioning of these controls, procedures 
and systems has occurred during the year under review.

The annual financial statements are prepared on the going concern basis. Nothing has come to the attention of the directors to indicate that the Group 
will not remain a going concern for the foreseeable future.

The audited annual financial statements set out on pages 3 to 105, which are available on the Group website at www.imperial.co.za,  
were approved by the board of directors on 26 August 2014 and are signed on their behalf by:

TS Gcabashe	M J Lamberti	 OS Arbee 
Chairman	 Chief Executive Officer	 Chief Financial Officer

Preparer  of  annual  f inanc ial  s tatements

These annual financial statements have been prepared under the supervision of R Mumford CA(SA) and have been audited in terms of section 29(1) 
of the Companies Act, 2008.

R Mumford
General Manager Group Finance

26 August 2014

Cert i f i cate  by  company  secretary

In my capacity as company secretary, I hereby confirm that, for the year ended 30 June 2014, the company has lodged with the Registrar of Companies 
all such returns as are required of a public company in terms of the Companies Act, No 71 of 2008, as amended and that all such returns are true, 
correct and up to date.

RA Venter
Company Secretary 

26 August 2014
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REPORT  OF  THE  INDEPENDENT  AUD ITOR  TO  THE  SHAREHOLDERS  OF  IMPER IAL 
HOLD INGS  LIMITE   D  ON  THE  ANNUAL  FINANCIAL    STATEMENTS

We have audited the consolidated and separate financial statements of Imperial Holdings Limited set out on pages 3 to 105, which comprise the 
statements of financial position as at 30 June 2014, and the statements of comprehensive income, statements of changes in equity and statements 
of cash flows for the year then ended, and the notes, comprising a summary of significant accounting policies and other explanatory information.

Directors’ Responsibility for the Financial Statements
The company’s directors are responsible for the preparation and fair presentation of these 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. 

Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated and separate financial statements based on our audit. We conducted our audit in 
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the consolidated and separate financial 
position of Imperial Holdings Limited as at 30 June 2014, and its consolidated and separate financial performance and consolidated and separate cash 
flows for the year then ended in accordance with International Financial Reporting Standards and the requirements of the Companies Act of South 
Africa.

Other reports required by the Companies Act 
As part of our audit of the consolidated and separate financial statements for the year ended 30 June 2014, we have read the Directors’ Report, the 
Audit Committee’s Report and the Company Secretary’s Certificate for the purpose of identifying whether there are material inconsistencies between 
these reports and the audited financial statements. 

These reports are the responsibility of the respective preparers. Based on reading these reports we have not identified material inconsistencies 
between these reports and the audited consolidated and separate financial statements. However, we have not audited these reports and accordingly 
do not express an opinion on these reports.

Deloitte & Touche 
Registered Auditor

Per: AF Mackie
Partner 
26 August 2014
Buildings 1 and 2, Deloitte Place
The Woodlands Office Park, Woodlands Drive
Sandton

National Executive: LL Bam (Chief Executive), AE Swiegers (Chief Operating Officer), GM Pinnock (Audit), DL Kennedy (Risk Advisory) NB Kader (Tax), 
TP Pillay (Consulting), K Black (Clients & Industries), JK Mazzocco (Talent & Transformation), MJ Jarvis (Finance), M Jordan (Strategy) S Gwala (Managed 
Services), TJ Brown (Chairman of the Board), MJ Comber (Deputy Chairman of the Board) 

A full list of partners and directors is available on request

B-BBEE rating: Level 2 contributor in terms of the Chartered Accountancy Profession Sector Code

Member of Deloitte Touche Tohmatsu Limited
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Report  of  the  aud it  committee 
for the year ended 30 june 2014

The audit committee has pleasure in submitting this report, which has been approved by the Board and has been prepared in accordance with  
section 94(7)f of the Companies Act No 71 of 2008 (“the Act”) and incorporating the recommendations of the King Code of Corporate Governance 
(“King III”).

Members of the audit committee and attendance at meetings
The audit committee consists of the non-executive directors listed below and meets at least four times per annum in accordance with its charter.  
All members act independently as described in the Act. The members of the committee in respect of the year ended 30 June 2014 comprised  
Mr MJ Leeming (Chairman), Mrs T Dingaan, Ms P Langeni, Mr RJA Sparks and Mr Y Waja (“the committee”), all of whom are independent non-executive 
directors of the Company. Mrs T Dingaan was appointed in February 2014.

The same members are being recommended by the board for appointment for the financial year ending 30 June 2015, and their appointments are 
being submitted to shareholders for approval at the next AGM on 4 November 2014. The abridged curricula vitae of the members are included in the 
integrated report, which is available on the Group’s website at www.imperial.co.za.

During the year under review, four meetings were held and attendance of those meetings is set out in the table below.

Member
Number of 

meetings attended

MJ Leeming (Chairman) (Member since 2002) 4
T Dingaan (Appointed February 2014) 2/2
P Langeni (Member since 2005) 4
RJA Sparks (Member since 2006) 4
Y Waja (Member since 2008) 4

The internal and external auditors, in their capacities as auditors to the Group, attend and report at all meetings of the audit committee. The group 
risk management function is also represented by the head of Risk. Executive directors and relevant senior managers attended meetings by invitation. 
In addition, the deputy chairman of the board and the chairman of the Regent audit committee attend all meetings.

Role of the audit committee
The audit committee has adopted a formal charter, approved by the board, setting out its duties and responsibilities as prescribed in the Act and 
incorporating additional duties delegated to it by the Board.

The Committee:
−− �assists the Board in overseeing the quality and integrity of the Group’s integrated reporting process, including the financial statements and 

sustainability reporting, and announcements in respect of the financial results;
−− ensures that an effective control environment in the Group is maintained;
−− �provides the chief financial officer, external auditors and the head of internal audit with unrestricted access to the committee and its chairman 

as is required in relation to any matter falling within the ambit of the committee;
−− meets with the external auditors, senior managers and executive directors as the committee may elect;
−− �meets confidentially with the internal and external auditors without other executive board members or the company’s chief financial officer 

being present;
−− �reviews and recommends to the Board the interim financial results and annual financial statements;
−− �oversees the activities of, and ensures coordination between, the activities of the internal and external auditors;
−− �fulfills the duties that are assigned to it by the Act and as governed by other legislative requirements, including the statutory Audit Committee 

functions required for subsidiary companies;
−− �receives and deals with any complaints concerning accounting practices, internal audit or the content and audit of its financial statements or 

related matters;
−− conducts annual reviews of the Committee’s work and terms of reference; and
−− assesses the performance and effectiveness of the Committee and its members on a regular basis.
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Report  of  the  aud it  committee  –  continued
for the year ended 30 june 2014

Execution of functions during the year
The Committee is satisfied that, for the 2014 financial year, it has performed all the functions required to be performed by an audit committee  
as set out in the Act and the committee’s terms of reference.

The audit committee discharged its functions in terms of the charter and ascribed to it in terms of the Act during the year under review as follows:

Financial statements
The Committee among other matters:
−− �confirmed the going concern as the basis of preparation of the interim and annual financial statements;
−− �reviewed compliance with the financial conditions of loan covenants and determined that the capital of the Company was adequate;
−− �examined and reviewed the interim and annual financial statements, as well as all financial information disclosed prior to the submission to 

the board for their approval and then for disclosure to stakeholders;
−− �ensured that the annual financial statements fairly present the financial position of the Company and of the Group as at the end of the financial 

year and the results of operations and cash flows for the financial year and considered the basis on which the company and the Group was 
determined to be a going concern;

−− �considered accounting treatments, significant unusual transactions and accounting judgments;
−− �considered the appropriateness of the accounting policies adopted and changes thereto;
−− �reviewed the external auditor’s audit report;
−− �reviewed the representation letter relating to the annual financial statements which was signed by management;
−− �considered any problems identified and reviewed any significant legal and tax matters that could have a material impact on the financial 

statements; and
−− met separately with management, the external and internal auditors.

External audit
The Committee among other matters:
−− �nominated Deloitte & Touche and Mr AF Mackie as the external auditor and designated auditor respectively to shareholders for appointment 

as auditor for the financial year ending 30 June 2014, and ensured that the appointment complied with all applicable legal and regulatory 
requirements for the appointment of an auditor.

−− �approved the external audit engagement letter, the plan and the budgeted audit fees payable to the external auditor;
−− �reviewed the audit effectiveness and evaluated the external auditor’s internal quality control procedures;
−− �obtained an annual confirmation from the auditor that its independence was not impaired;
−− �obtained assurances from the external auditor that adequate accounting records were being maintained by the company and its subsidiaries;
−− �maintained a policy setting out the categories of non-audit services that the external auditor may and may not provide, split between 

permitted, permissible and prohibited services;
−− �approved non-audit services with Deloitte & Touche in accordance with its policy;
−− �considered whether any Reportable Irregularities were identified and reported by the external auditor in terms of the Auditing Profession Act, 

No. 26 of 2005, and determined that there were none; and
−− �nominated the external auditor and the independent auditor for each subsidiary company for re-appointment.

The Committee is satisfied that Deloitte & Touche is independent of the Group after taking the following factors into account:
−− �representations made by Deloitte & Touche to the committee;
−− �the auditor does not, except as external auditor or in rendering permitted non-audit services, receive any remuneration or other benefits from 

the company;
−− �the auditor’s independence was not impaired by any consultancy, advisory or other work undertaken by the auditor;
−− �the auditor’s independence was not prejudiced as a result of any previous appointment as auditor; and
−− �the criteria specified for independence by the Independent Regulatory Board for Auditors and international regulatory bodies.

Internal audit
The audit committee :
−− �reviewed and approved the internal audit charter and annual audit plan and evaluated the independence, effectiveness and performance of 

the internal audit department and compliance with its charter;
−− �considered the reports of the internal auditor and external auditor on the Group’s systems of internal control including financial controls, 

business risk management and maintenance of effective internal control systems;
−− �received assurance that proper and adequate accounting records were maintained and that the systems safeguarded the assets against 

unauthorised use or disposal thereof;
−− �reviewed significant issues raised by the internal audit processes and the adequacy of corrective action in response to significant internal audit 

findings.
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Based on the above, the Committee formed the opinion that there had been no material breakdowns in internal control, including financial controls, 
business risk management and the maintenance of effective material control systems.

The head of internal audit reports functionally to the chair of the committee and administratively to the chief financial officer.

The Committee reviewed the plans and work outputs of the external and internal auditors and concluded that these were adequate to address  
all significant financial risks facing the business.

Risk management and Information technology (IT) governance
The Committee:
−− �reviewed the Group’s policies on risk assessment and risk management, including fraud risks and IT risks as they pertain to financial reporting 

and the going concern assessment, and found them to be sound; and
−− �considered the relevant findings and recommendations of the risk committee.

Legal and regulatory requirements
To the extent that these may have an impact on the annual financial statements, the committee:
−− �reviewed legal matters that could have a material impact on the Group;
−− �reviewed the adequacy and effectiveness of the Group’s procedures, including its risk management framework, to ensure compliance with 

legal and regulatory responsibilities;
−− �monitored complaints received via the Group’s whistleblowing service; and
−− �considered reports provided by management, internal audit and the external auditor regarding compliance with legal and regulatory 

requirements.

Expertise and experience of chief financial officer and the finance function
As required by 3.84(h) of the JSE Limited Listings Requirements, the audit committee has satisfied itself that the chief financial officer, Mr OS Arbee, 
has the appropriate expertise and experience.

In addition, the committee satisfied itself that the composition, experience and skills set of the finance function met the Group’s requirements.

Subsidiary companies
The functions of the committee are also performed for each subsidiary company of Imperial Holdings Limited that has not appointed an audit 
committee, on the basis that the committee delegates the performance of such functions to sub-committees referred to as finance and risk review 
committees. Divisional finance and risk review committees have been constituted and these committees report significant issues to the Group audit 
committee. Each divisional finance and risk review committee is chaired by an independent chairman with no operational role in the Group’s divisions.

Integrated report
Following the review by the committee of the consolidated annual financial statements of Imperial Holdings Limited for the year ended 30 June 2014, 
the committee is of the view that in all material respects they comply with the relevant provisions of the Act and International Financial Reporting 
Standards and fairly present the consolidated and separate financial positions at that date and the results of operations and cash flows for the year 
then ended. The committee has also satisfied itself of the integrity of the integrated report and the sustainability information reported therein.

Having achieved its objectives, the committee has recommended the annual financial statements and the integrated report for the year ended  
30 June 2014 for approval to the board. The board has subsequently approved the reports, which will be open for discussion at the forthcoming annual 
general meeting.

MJ Leeming
Chairman

26 August 2014
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Directors ’  report
For the year ended 30 June 2014

A more detailed review of the results is contained in the integrated report.

Nature of business
Imperial is a mobility group active predominantly in three major areas of mobility being consumer and industrial logistics; vehicle import, distribution 
and dealerships, retail, rental and aftermarket parts; and vehicle related financial services.
−− All of these operations are conducted in South Africa.
−− Logistics operations are conducted in sub-Saharan Africa, Europe, South America and North America.
−− Vehicle retail operations are conducted in the United Kingdom, Australia and neighbouring countries in Africa.
−− Financial services operations are conducted in Botswana and Lesotho.

Financial performance
The net attributable profit for the year amounted to R3 272 million (2013: R3 296 million). Basic headline earnings per share for the year was  
1 625 cents (2013: 1 805 cents).

The results for the year are set out in the consolidated statement of profit or loss on page 9 of this report.

Share capital
The authorised and issued share capital is detailed in note 16 and the shares repurchased in note 17 to the consolidated annual financial statements 
on page 44.

The number of shares in issue on 30 June 2014 were as follows:

Company
Shares 

repurchased Net

Ordinary shares
The movements in the ordinary shares were as follows:
Ordinary shares at the beginning of year 208 833 715 (7 864 456) 200 969 259
Deferred ordinary shares converted to ordinary shares 1 953 846 1 953 846
Ordinary shares repurchased and cancelled during the year (2 971 808) (2 971 808)

Ordinary shares at the end of year 207 815 753 (7 864 456) 199 951 297

Deferred ordinary shares
The movement in the number of deferred ordinary shares were as follows: 
Deferred ordinary shares at the beginning of year 12 979 082 12 979 082
Converted into ordinary shares (1 953 846) (1 953 846)

Deferred ordinary shares at the end of year 11 025 236 11 025 236

Total issued share capital 218 840 989 (7 864 456) 210 976 533

Non-redeemable, non participating preference shares 
Opening and closing balance 4 540 041 4 540 041

The preference shares are classified as interest-bearing debt in the statement of financial position due to the cumulative nature of their dividend rights.

Directors and secretary
The names of the directors and secretary who presently hold office are set on page 109 of this report.

In accordance with the Memorandum of Incorporation, Messrs S Engelbrecht, TS Gcabashe, RJA Sparks and A Tugendhaft and Ms P Langeni retire by 
rotation at the forthcoming annual general meeting but, being eligible, offer themselves for re-election and their re-election is recommended by the board. 

In accordance with the Memorandum of Incorporation, the appointments of Messrs M Akoojee, MJ Lamberti, PB Michaux, and JJ Strydom, who were 
appointed during the year are submitted for confirmation at the forthcoming annual general meeting. 

The aggregate interest of the directors and prescribed officers in the issued ordinary share capital of the company is disclosed in note 40 on page 82.

The board has considered and confirmed the suitability, qualifications and competence of the company secretary.

Imperial Holdings Share Appreciation Rights, Deferred Bonus and  
Conditional Share Plan Schemes
Details of the rights granted in terms of the schemes are set out note 18 to the consolidated annual financial statements on page 45.
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Dividends 
Details of the dividends declared are set out in note 34 to the consolidated annual financial statements on page 60.

Subsidiaries
Details of the company’s principal subsidiaries are reflected in note 39 to the consolidated annual financial statements on page 72.

Purchases by the Group of material subsidiaries, businesses and associates were as follows:

Material subsidiaries acquired by the Group

Subsidiary Nature of business Percentage interest

Renault SA (Pty) Ltd*
Eco Health Ltd

Vehicle importer and distributor
Distributor of pharmaceutical products in Nigeria

60
68

*	 Previously a 49% associate and acquired a further 11% resulting in controlling interest.

Material subsidiaries disposed of by the Group

Subsidiary Nature of business Percentage interest

Edusport (Pty) Ltd Tourism 74.9
Grosvenor Tours (Pty) Ltd Tourism 100

Special Resolutions
The company passed the following special resolution at a general meeting held on 21 October 2013:
−− Amending the deferred ordinary share conversion terms in the Memorandum of Incorporation.

The company passed the following special resolutions at its annual general meeting held on 7 November 2013:
−− Granting to the directors of the company general authority for the acquisition by the company or any subsidiary, of ordinary shares in  

the company.
−− Granting to the directors of the company specific authority for the acquisition by the company of its own ordinary shares from a wholly owned 

subsidiary of the company, Imperial Corporate Services (Pty) Ltd.
−− Granting to the directors of the company specific authority to provide financial assistance to related and inter related parties as contemplated 

in section 44 and 45 of the Companies Act, 2008 (the Act).
−− Approving the directors’ fees payable from 1 July 2013 to the date of the next annual general meeting in 2014.

Subsidiaries of the company passed special resolutions, the nature of which might be significant to members in their appreciation of the state of 
affairs of the Group, as follows:
−− Granting to the directors of the companies specific authority to provide financial assistance to related and inter related parties as contemplated 

in section 45 of the Act;
−− Granting to the companies authority to make distributions as contemplated in section 46 of the Act;
−− Approving directors’ fees payable from 1 July 2013 to 30 June 2014; and
−− Adopting new Memoranda of Incorporation.

Events subsequent to year end
The Group acquired a 62,5% interest in Pharmed Pharmaceuticals (Pty) Limited, a pharmaceutical wholesaler, for a consideration of R148 million in 
July 2014.

Accounting policies and new and revised standards
These are outlined in notes 1 to 3.
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Consol idated  statement  of  f inanc ial  pos i t ion
at 30 June 2014

Notes
2014

Rm

Restated*
 2013

Rm
2012

Rm

ASSETS
Goodwill and intangible assets 4 6 766 5 206 4 234
Investment in associates and joint ventures 5 1 418 1 317  889
Property, plant and equipment 6 10 469 9 257 8 080
Transport fleet 7 5 322 4 626 4 336
Vehicles for hire 8 2 303 2 465 2 321
Deferred tax assets 9 1 101 1 094  930
Investments and loans 10 2 468 3 218 2 433
Other financial assets 11  267  227  242
Inventories 12 13 774 11 492 9 218
Tax in advance  148  439  195
Trade and other receivables 13 11 882 10 437 9 275
Cash resources 14 3 103 1 844 3 545
Assets classified as held for sale 15  94

Total assets 59 021 51 716 45 698

EQUITY AND LIABILITIES
Capital and reserves
Share capital and share premium 16  382  382  22
Shares repurchased 17 (220) (220) (220)
Other reserves 18 1 149 1 023  503
Retained earnings 16 229 15 056 14 361

Attributable to owners of Imperial 17 540 16 241 14 666
Put arrangement over non-controlling interests** (1 000)
Non-controlling interests 1 569 1 295 1 223

Total equity 18 109 17 536 15 889

Liabilities
Non-redeemable, non-participating preference shares 19  441  441  441
Retirement benefit obligations 20 1 083 1 014  590
Interest-bearing borrowings 21 11 847 5 573 6 098
Insurance, investment, maintenance and warranty contracts 22 4 310 3 970 3 222
Deferred tax liabilities 9 1 355 1 498 1 107
Other financial liabilities 23 1 711  419  348
Provisions for liabilities and other charges 24  980  857 1 652
Trade and other payables 25 16 001 14 914 12 234
Current tax liabilities  487  453  468
Current portion of interest-bearing borrowings 21 2 697 4 995 3 649
Liabilities directly associated with assets classified as held for sale 15  46

Total liabilities 40 912 34 180 29 809

Total equity and liabilities 59 021 51 716 45 698

*	 Refer to note 2.
**	� Initial fair value of the put option liability relating to the additional 32% that Imperial may acquire from the non-controlling shareholders in Eco Health Ltd.  

Refer to note 23 for details on the put option liability.
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Consol idated  statement  of  prof i t  or  loss
for the year ended 30 June 2014

Notes
2014 

Rm

Restated*
 2013 

Rm

Revenue 26 103 567 92 382
Net operating expenses 27 (95 197) (84 222)

Profit from operations before depreciation and recoupments 8 370 8 160
Depreciation, amortisation, impairments and recoupments 28 (2 185) (2 070)

Operating profit 6 185 6 090
Recoupments from sale of properties, net of impairments 28  113  8
Amortisation of intangible assets arising on business combinations 28 (336) (254)
Net cost of meeting obligations under onerous contract (64)
Foreign exchange (losses) gains (3)  103
Fair value losses on foreign exchange derivatives (28) (79)
Change in economic assumptions on insurance funds (7)
Charge for amending the conversion profile of the deferred ordinary shares (70)
Remeasurement of contingent considerations and put option liability 38.2.2  2  66
Realised gain on disposal of available-for-sale investment  1  10
Business acquisition costs (22) (15)
Exceptional items 29  36 (178)

Profit before net financing costs 5 807 5 751
Finance cost including fair value gains and losses 30 (1 052) (840)
Finance income 30  126  96
Share of result of associates and joint ventures  76  86

Profit before tax 4 957 5 093
Income tax expense 31 (1 330) (1 405)

Net profit for the year 3 627 3 688

Net profit attributable to:
Owners of Imperial 3 272 3 296
Non-controlling interests  355  392

3 627 3 688

Earnings per share (cents) 32
–  Basic 1 687 1 720
–  Diluted 1 666 1 651

*	 Refer to note 2.
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Consol idated  statement  of  comprehens ive  income
for the year ended 30 June 2014

2014 
Rm

Restated*
 2013 

Rm

Net profit for the year  3 627  3 688
Other comprehensive income  177  571

Items that may be reclassified subsequently to profit or loss  133  699

Exchange gains arising on translation of foreign operations  533  722

–  Movement in translation reserve  521  711
–  Share of associates’ and joint ventures movement in translation reserve  12  11

Movement in valuation reserve  36

–  Fair value gain on available-for-sale investment  45  10
–  Reclassification of gain on disposal of available-for-sale investment to profit or loss (1) (10)
–  Income tax relating to fair value gains on available-for-sale investments (8)

Movement in hedge accounting reserve (436) (23)

–  Effective portion of change in fair value of cash flow hedges (318)  136
–  Amounts transferred on recognition of hedged item (102) (157)
–  Share of associates’ and joint ventures movement in hedge accounting reserve (14)
–  Income tax relating to hedge accounting reserve movements (2) (2)

Items that will not be reclassified to profit or loss  44 (128)

Remeasurement of retirement benefit obligations  64 (186)
Income tax relating to remeasurement of retirement benefit obligations (20)  58

Total comprehensive income for the year  3 804  4 259

Total comprehensive income attributable to:
Owners of Imperial  3 486  3 837
Non-controlling interests  318  422

 3 804  4 259

*	 Refer to note 2.
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Consol idated  statement  of  cash  f lows
for the year ended 30 June 2014

Notes
2014

Rm
2013 

Rm

Cash flows from operating activities
Cash receipts from customers 102 643 91 916
Cash paid to suppliers and employees (96 954) (84 725)

Cash generated by operations before capital expenditure on rental assets 33.1 5 689 7 191
Expansion capital expenditure – rental assets (137) (332)
Net replacement capital expenditure – rental assets (390) (584)

–  Expenditure (1 959) (2 330)
–  Proceeds 1 569 1 746

Cash generated by operations 5 162 6 275
Finance cost paid (1 052) (840)
Finance income received  126  96
Tax paid (1 267) (1 394)

2 969 4 137

Cash flows from investing activities
Acquisition of subsidiaries and businesses 33.2 (276) (666)
Disposal of subsidiaries and businesses 33.3 (21)  127
Expansion capital expenditure – excluding rental assets (1 626) (1 350)

–  Property (790) (996)
–  Transport fleet (836) (354)

Net replacement capital expenditure – excluding rental assets 33.4 (1 162) (811)

–  Intangible assets (142) (109)
–  Plant and equipment (597) (465)
–  Transport fleet (423) (237)

Net movement in associates and joint ventures (144) (321)
Net movement in investments, loans and other financial instruments 1 113 (771)

(2 116) (3 792)

Cash flows from financing activities*
Hedge cost premium paid (108) (117)
Ordinary shares repurchased and cancelled (502) (742)
Dividends paid (1 940) (1 755)
Change in non-controlling interests (364) (9)
Capital raised from non-controlling interests  89  28
Repayment of corporate bond (2013: Eurobond) (1 500) (2 690)
Proceeds on the issue of corporate bonds 3 000  750
Net increase in other interest-bearing borrowings 1 805  672

 480 (3 863)

Net increase (decrease) in cash and cash equivalents 1 333 (3 518)
Effects of exchange rate changes on cash resources in a foreign currency  45  209
Cash and cash equivalents at beginning of year (480) 2 829

Cash and cash equivalents at end of year 33.5  898 (480)

*	 There has been no cash flow for the shares issued relating to the share scheme settlements in the prior year.
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Consol idated  statement  of  changes  in  equ i ty
for the year ended 30 June 2014

Shares 
repurchased

Rm

						       Other reserves

Share 
capital and

 share
 premium

Rm

Share-
based

 payment
 reserve

Rm

Hedge
 accounting

 reserve
Rm

Statutory
 reserve

Rm

Foreign
currency

 translation
 reserve

Rm

Premium
paid on 

purchase
of non-

controlling
 interests

Rm

Valuation
 reserve

Rm

Changes 
in net asset

 of 
associates
 and joint
 ventures

Rm

Retained
 earnings

Rm

Attributable
 to owners 
of Imperial 

Rm

*Put
arrange-

ment
over non-

controlling
interests

Rm

**Non-
controlling

 interests
Rm

Total 
equity

Rm

Balance at 30 June 2012  22 (220)  (112)  343  152  259  (145)  6 14 361 14 666 1 223 15 889
Adjustments resulting from the adoption  
of amendments to IAS 19 – Employee Benefits (Refer to Note 2) (40) (40) (2) (42)

Net attributable profit for the year – Restated 3 296 3 296  392 3 688
Other comprehensive income (26)  692 (125)  541  30  571

Total comprehensive income for the year (26)  692 3 171 3 837  422 4 259
Movements in statutory reserve  21 (21)
Repurchase and cancellation of 4 003 074 ordinary shares  
from open market at an average price of R 185,29 (742) (742) (742)
1 861 850 ordinary shares issued in settlement  
of share incentive scheme obligations  360 (271)  89 (14)  75
Share-based equity reserve charged to profit or loss  113  113  3  116
Share-based equity reserve transferred to retained earnings  
on vesting  196 (196)
Share-based equity reserve hedging cost utilisation (193) (193)  2 (191)
Dividend of 380 cents per ordinary share in October 2012 (743) (743) (743)
Dividend of 380 cents per ordinary share in April 2013 (735) (735) (735)
Realisation on disposal of subsidiaries (1)  1
Non-controlling interests disposed, net of acquisitions  
and shares issued (64) (64)
Net increase in non-controlling interests (11) (11)  2 (9)
Non-controlling interests share of dividends (277) (277)

Balance at 30 June 2013 – restated (Refer to Note 2)  382 (220) (267)  317  173  951 (157)  6 15 056 16 241 1 295 17 536

Net attributable profit for the year 3 272 3 272  355 3 627
Other comprehensive income (385)  519  36  44  214 (37)  177

Total comprehensive income for the year (385)  519  36 3 316 3 486  318 3 804
Movements in statutory reserve  10 (10)
Share-based equity reserve charged to profit or loss  101  101  3  104
Share-based equity reserve transferred to retained earnings  
on vesting (16)  16
Share-based equity reserve hedging cost utilisation (96)  1 (95) (5) (100)
Charge for amending the conversion profile of deferred  
ordinary shares  70  70  70
Dividend of 440 cents per ordinary share in September 2013 (854) (854) (854)
Dividend of 400 cents per ordinary share in March 2014 (764) (764) (764)
Repurchase and cancellation of 2 971 808 ordinary shares  
from the open market at an average price of R168,85 (502) (502) (502)
Initial recognition of put options written over  
non-controlling interests (1 289) (1 289)
Share of changes in net assets in associates and joint ventures  91  91  91
Non-controlling interests disposed, net of acquisitions  
and shares issued (9) (9)  376  367
Net decrease in non-controlling interests (225) (225)  289 (96) (32)
Realisation on disposal of subsidiaries  27  2 (29)
Non-controlling interests share of dividends (322) (322)

Balance at 30 June 2014  382 (220) (208) (68)  183 1 470 (364)  44  92 16 229 17 540 (1 000) 1 569 18 109

*	 Initial fair value of the put option liability relating to the additional 32% that Imperial may acquire from the non-controlling shareholders in Eco Health.
**	 Refer to note 39.4 for details on material non-controlling interests.
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Shares 
repurchased

Rm

						       Other reserves

Share 
capital and

 share
 premium

Rm

Share-
based

 payment
 reserve

Rm

Hedge
 accounting

 reserve
Rm

Statutory
 reserve

Rm

Foreign
currency

 translation
 reserve

Rm

Premium
paid on 

purchase
of non-

controlling
 interests

Rm

Valuation
 reserve

Rm

Changes 
in net asset

 of 
associates
 and joint
 ventures

Rm

Retained
 earnings

Rm

Attributable
 to owners 
of Imperial 

Rm

*Put
arrange-

ment
over non-

controlling
interests

Rm

**Non-
controlling

 interests
Rm

Total 
equity

Rm

Balance at 30 June 2012  22 (220)  (112)  343  152  259  (145)  6 14 361 14 666 1 223 15 889
Adjustments resulting from the adoption  
of amendments to IAS 19 – Employee Benefits (Refer to Note 2) (40) (40) (2) (42)

Net attributable profit for the year – Restated 3 296 3 296  392 3 688
Other comprehensive income (26)  692 (125)  541  30  571

Total comprehensive income for the year (26)  692 3 171 3 837  422 4 259
Movements in statutory reserve  21 (21)
Repurchase and cancellation of 4 003 074 ordinary shares  
from open market at an average price of R 185,29 (742) (742) (742)
1 861 850 ordinary shares issued in settlement  
of share incentive scheme obligations  360 (271)  89 (14)  75
Share-based equity reserve charged to profit or loss  113  113  3  116
Share-based equity reserve transferred to retained earnings  
on vesting  196 (196)
Share-based equity reserve hedging cost utilisation (193) (193)  2 (191)
Dividend of 380 cents per ordinary share in October 2012 (743) (743) (743)
Dividend of 380 cents per ordinary share in April 2013 (735) (735) (735)
Realisation on disposal of subsidiaries (1)  1
Non-controlling interests disposed, net of acquisitions  
and shares issued (64) (64)
Net increase in non-controlling interests (11) (11)  2 (9)
Non-controlling interests share of dividends (277) (277)

Balance at 30 June 2013 – restated (Refer to Note 2)  382 (220) (267)  317  173  951 (157)  6 15 056 16 241 1 295 17 536

Net attributable profit for the year 3 272 3 272  355 3 627
Other comprehensive income (385)  519  36  44  214 (37)  177

Total comprehensive income for the year (385)  519  36 3 316 3 486  318 3 804
Movements in statutory reserve  10 (10)
Share-based equity reserve charged to profit or loss  101  101  3  104
Share-based equity reserve transferred to retained earnings  
on vesting (16)  16
Share-based equity reserve hedging cost utilisation (96)  1 (95) (5) (100)
Charge for amending the conversion profile of deferred  
ordinary shares  70  70  70
Dividend of 440 cents per ordinary share in September 2013 (854) (854) (854)
Dividend of 400 cents per ordinary share in March 2014 (764) (764) (764)
Repurchase and cancellation of 2 971 808 ordinary shares  
from the open market at an average price of R168,85 (502) (502) (502)
Initial recognition of put options written over  
non-controlling interests (1 289) (1 289)
Share of changes in net assets in associates and joint ventures  91  91  91
Non-controlling interests disposed, net of acquisitions  
and shares issued (9) (9)  376  367
Net decrease in non-controlling interests (225) (225)  289 (96) (32)
Realisation on disposal of subsidiaries  27  2 (29)
Non-controlling interests share of dividends (322) (322)

Balance at 30 June 2014  382 (220) (208) (68)  183 1 470 (364)  44  92 16 229 17 540 (1 000) 1 569 18 109

*	 Initial fair value of the put option liability relating to the additional 32% that Imperial may acquire from the non-controlling shareholders in Eco Health.
**	 Refer to note 39.4 for details on material non-controlling interests.
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Segmental  analys i s

Logistics Vehicles Financial Services

Group
Logistics  

Africa
Logistics 

International

Vehicle Import, 
Distribution  

and Dealerships6

Vehicle Retail,  
Rental and  

After Market Parts7 Insurance

Motor-related  
Financial Services  

and Products

Head-Office  
and 

Elimination

R million 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Analysis of revenue
–  Sale of goods 57 497 52 544 4 964 3 770 23 475 22 465 29 057 26 292  1  17
–  Rendering of services 43 194 36 665 17 005 14 153 19 152 15 426 2 215 1 879 4 284 4 655  102  125  434  418  2  9
–  Gross premiums 2 802 3 049 2 802 3 049
–  Other  74  124  70  121  3  1  3

103 567 92 382 21 969 17 923 19 222 15 547 25 693 24 344 33 341 30 947 2 905 3 177  434  418  3  26
Inter-group  121  95  27  27 1 407 1 338  656  948  69  110  732  533 (3 012) (3 051)

103 567 92 382 22 090 18 018 19 249 15 574 27 100 25 682 33 997 31 895 2 974 3 287 1 166  951 (3 009) (3 025)

Revenue 103 567 92 382 22 090 18 018 19 249 15 574 27 100 25 682 33 997 31 895 2 974 3 287 1 166  951 (3 009) (3 025)

–  South Africa 68 438 64 413 15 755 13 444 23 611 22 116 28 616 28 269 2 316 2 677 1 166  951 (3 026) (3 044)
–  Rest of Africa 7 476 5 608 6 319 4 565  390  327  109  106  658  610
–  International 27 653 22 361  16  9 19 249 15 574 3 099 3 239 5 272 3 520  17  19

Operating profit 6 185 6 090 1 270  920  971  762 1 518 2 228 1 559 1 350  604  510  477  435 (214) (115)

–  South Africa 4 546 4 827  939  698 1 475 2 189 1 421 1 270  448  352  477  435 (214) (117)
–  Rest of Africa  523  397  334  224  6  1  27  14  156  158
–  International 1 116  866 (3) (2)  971  762  37  38  111  66  2

Net finance costs  926  744  327  275  180  179  360  191  272  275  16  13  1 (229) (190)

–  South Africa  652  476  265  236  341  154  255  260  16  13  1 (225) (188)
–  Rest of Africa  70  58  62  39  3  13  5  6
–  International  204  210  180  179  16  24  12  9 (4) (2)

Pre-tax profits1 4 921 5 271  865  658  555  427 1 165 2 060 1 363 1 117  582  496  513  473 (122)  40

–  South Africa 3 885 4 457  677  489 1 135 2 053 1 256 1 060  426  338  513  473 (122)  44
–  Rest of Africa  375  329  191  171  6 (7)  22  7  156  158
–  International  661  485 (3) (2)  555  427  24  14  85  50 (4)

Depreciation, amortisation, impairments and 
recoupments2 2 408 2 316  773  704  765  660  239  203  561  625  17  34  63  92 (10) (2)

–  South Africa 1 395 1 462  604  577  227  188  504  583  14  30  63  92 (17) (8)
–  Rest of Africa  187  143  169  127  2  1  13  11  3  4
–  International  826  711  765  660  10  14  44  31  7  6

Operating assets3 55 968 48 443 12 702 10 623 11 543 9 690 14 351 11 918 11 509 10 884 4 385 4 288 1 905 1 421 (427) (381)

–  South Africa 35 081 32 180 8 225 8 177 12 809 10 620 9 797 9 443 3 218 3 241 1 905 1 421 (873) (722)
–  Rest of Africa 5 903 3 726 4 476 2 445  198  186  62  48 1 167 1 047
–  International 14 984 12 537  1  1 11 543 9 690 1 344 1 112 1 650 1 393  446  341

Operating liabilities4 22 802 21 174 4 649 4 432 4 512 3 937 4 172 3 611 4 287 4 047 2 572 2 435 3 141 2 823 (531) (111)

–  South Africa 14 636 14 457 3 307 3 664 3 917 3 384 3 224 3 109 1 790 1 792 3 141 2 823 (743) (315)
–  Rest of Africa 2 212 1 494 1 342  768  74  72  14  12  782  643 (1)
–  International 5 954 5 223 4 512 3 937  181  155 1 049  926  212  205

Net debt5 11 882 9 165 3 778 2 642 4 062 3 522 5 465 3 773 2 242 2 567 (1 639) (523) (2 002) (2 056) (24) (760)

–  South Africa 6 771 5 484 2 344 2 159 4 921 3 343 2 052 2 378 (1 158) (141) (2 002) (2 056)  614 (199)
–  Rest of Africa 1 166  329 1 433  489  183  178  31  44 (481) (382)
–  International 3 945 3 352  1 (6) 4 062 3 522  361  252  159  145 (638) (561)

Net capital expenditure 3 315 3 077  887  724 1 119  400  714  844  614 1 012  54  25  224 (262) (297)  334

–  South Africa 1 694 2 494  666  635  508  814  560  950  52  23  224 (262) (316)  334
–  Rest of Africa  250  126  221  89  1  21  26  14  2  2
–  International 1 371  457 1 119  400  205  9  28  48  19

1	� Pre-tax profit is calculated as profit before tax and exceptional items.
2	� Includes Depreciation, amortisation, impairment and recoupments, Recoupments from sale of properties, net of impairments and Amortisation of intangible 

assets arising on business combinations.
3	� Operating assets – total assets less loans receivable, tax assets, and assets held for sale and in respect of non-financial services segments, cash resources.

4	� Operating liabilities – total liabilities less interest-bearing borrowings, tax liabilities, put option liabilities, deferred payments and liabilities directly associated to 
assets classified as held for sale. 

5	� Net debt is the aggregate of interest-bearing borrowings, non-redeemable, non-participating preference shares less cash resources.
6	� Prior year results includes NAC.
7	� Prior year results includes Tourism.
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Logistics Vehicles Financial Services

Group
Logistics  

Africa
Logistics 

International

Vehicle Import, 
Distribution  

and Dealerships6

Vehicle Retail,  
Rental and  

After Market Parts7 Insurance

Motor-related  
Financial Services  

and Products

Head-Office  
and 

Elimination

R million 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Analysis of revenue
–  Sale of goods 57 497 52 544 4 964 3 770 23 475 22 465 29 057 26 292  1  17
–  Rendering of services 43 194 36 665 17 005 14 153 19 152 15 426 2 215 1 879 4 284 4 655  102  125  434  418  2  9
–  Gross premiums 2 802 3 049 2 802 3 049
–  Other  74  124  70  121  3  1  3

103 567 92 382 21 969 17 923 19 222 15 547 25 693 24 344 33 341 30 947 2 905 3 177  434  418  3  26
Inter-group  121  95  27  27 1 407 1 338  656  948  69  110  732  533 (3 012) (3 051)

103 567 92 382 22 090 18 018 19 249 15 574 27 100 25 682 33 997 31 895 2 974 3 287 1 166  951 (3 009) (3 025)

Revenue 103 567 92 382 22 090 18 018 19 249 15 574 27 100 25 682 33 997 31 895 2 974 3 287 1 166  951 (3 009) (3 025)

–  South Africa 68 438 64 413 15 755 13 444 23 611 22 116 28 616 28 269 2 316 2 677 1 166  951 (3 026) (3 044)
–  Rest of Africa 7 476 5 608 6 319 4 565  390  327  109  106  658  610
–  International 27 653 22 361  16  9 19 249 15 574 3 099 3 239 5 272 3 520  17  19

Operating profit 6 185 6 090 1 270  920  971  762 1 518 2 228 1 559 1 350  604  510  477  435 (214) (115)

–  South Africa 4 546 4 827  939  698 1 475 2 189 1 421 1 270  448  352  477  435 (214) (117)
–  Rest of Africa  523  397  334  224  6  1  27  14  156  158
–  International 1 116  866 (3) (2)  971  762  37  38  111  66  2

Net finance costs  926  744  327  275  180  179  360  191  272  275  16  13  1 (229) (190)

–  South Africa  652  476  265  236  341  154  255  260  16  13  1 (225) (188)
–  Rest of Africa  70  58  62  39  3  13  5  6
–  International  204  210  180  179  16  24  12  9 (4) (2)

Pre-tax profits1 4 921 5 271  865  658  555  427 1 165 2 060 1 363 1 117  582  496  513  473 (122)  40

–  South Africa 3 885 4 457  677  489 1 135 2 053 1 256 1 060  426  338  513  473 (122)  44
–  Rest of Africa  375  329  191  171  6 (7)  22  7  156  158
–  International  661  485 (3) (2)  555  427  24  14  85  50 (4)

Depreciation, amortisation, impairments and 
recoupments2 2 408 2 316  773  704  765  660  239  203  561  625  17  34  63  92 (10) (2)

–  South Africa 1 395 1 462  604  577  227  188  504  583  14  30  63  92 (17) (8)
–  Rest of Africa  187  143  169  127  2  1  13  11  3  4
–  International  826  711  765  660  10  14  44  31  7  6

Operating assets3 55 968 48 443 12 702 10 623 11 543 9 690 14 351 11 918 11 509 10 884 4 385 4 288 1 905 1 421 (427) (381)

–  South Africa 35 081 32 180 8 225 8 177 12 809 10 620 9 797 9 443 3 218 3 241 1 905 1 421 (873) (722)
–  Rest of Africa 5 903 3 726 4 476 2 445  198  186  62  48 1 167 1 047
–  International 14 984 12 537  1  1 11 543 9 690 1 344 1 112 1 650 1 393  446  341

Operating liabilities4 22 802 21 174 4 649 4 432 4 512 3 937 4 172 3 611 4 287 4 047 2 572 2 435 3 141 2 823 (531) (111)

–  South Africa 14 636 14 457 3 307 3 664 3 917 3 384 3 224 3 109 1 790 1 792 3 141 2 823 (743) (315)
–  Rest of Africa 2 212 1 494 1 342  768  74  72  14  12  782  643 (1)
–  International 5 954 5 223 4 512 3 937  181  155 1 049  926  212  205

Net debt5 11 882 9 165 3 778 2 642 4 062 3 522 5 465 3 773 2 242 2 567 (1 639) (523) (2 002) (2 056) (24) (760)

–  South Africa 6 771 5 484 2 344 2 159 4 921 3 343 2 052 2 378 (1 158) (141) (2 002) (2 056)  614 (199)
–  Rest of Africa 1 166  329 1 433  489  183  178  31  44 (481) (382)
–  International 3 945 3 352  1 (6) 4 062 3 522  361  252  159  145 (638) (561)

Net capital expenditure 3 315 3 077  887  724 1 119  400  714  844  614 1 012  54  25  224 (262) (297)  334

–  South Africa 1 694 2 494  666  635  508  814  560  950  52  23  224 (262) (316)  334
–  Rest of Africa  250  126  221  89  1  21  26  14  2  2
–  International 1 371  457 1 119  400  205  9  28  48  19

1	� Pre-tax profit is calculated as profit before tax and exceptional items.
2	� Includes Depreciation, amortisation, impairment and recoupments, Recoupments from sale of properties, net of impairments and Amortisation of intangible 

assets arising on business combinations.
3	� Operating assets – total assets less loans receivable, tax assets, and assets held for sale and in respect of non-financial services segments, cash resources.

4	� Operating liabilities – total liabilities less interest-bearing borrowings, tax liabilities, put option liabilities, deferred payments and liabilities directly associated to 
assets classified as held for sale. 

5	� Net debt is the aggregate of interest-bearing borrowings, non-redeemable, non-participating preference shares less cash resources.
6	� Prior year results includes NAC.
7	� Prior year results includes Tourism.
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Notes  to  the  consol idated  annual  f inanc ial  s tatements
for the year ended 30 June 2014

1.	 Accounting policies
	� The principal accounting policies adopted and the methods of computation used in the preparation of these consolidated annual financial 

statements are set out below and are consistent in all material respects with those applied during the previous year except for the adoption 
of new and amended statements and interpretations as disclosed in note 2.

	 1.1	 Statement of compliance
		�  The consolidated annual financial statements are stated in South African Rand and are prepared in accordance with International 

Financial Reporting Standards (IFRS) and its interpretations adopted by the International Accounting Standards Board (IASB) in issue 
and effective for the Group at 30 June 2014 and the SAICA Financial Reporting Guides, as issued by the Accounting Practices 
Committee and financial reporting pronouncements as issued by the Financial Reporting Standards Council and the Companies Act 
of South Africa, 2008.

	 1.2	 Basis of measurement
		�  The consolidated annual financial statements are prepared on the historical cost basis, modified by the restatement of certain 

financial instruments to fair value, insurance and defined retirement benefit liabilities in accordance with actuarial valuations.

	 1.3	 Insurance
		  Detailed accounting policies and other disclosures specifically covering insurance companies are outlined in Annexure A.

	 1.4	C onsolidation
		�  The consolidated annual financial statements incorporate the financial statements of the company and entities controlled by the 

company (its subsidiaries).

		�  The Group controls an investee when it is exposed, or has rights, to variable returns from its involvement with the investee and has 
the ability to affect those returns through its power over the investee.

		�  Subsidiaries held exclusively with a view to their subsequent disposal which is highly probable are accounted for as assets held for 
sale in accordance with IFRS 5 – Non-current Assets Held for Sale and Discontinued Operations.

		�  Income and expenses of subsidiaries acquired or disposed of during the year are included in profit or loss and other comprehensive 
income from the date on which control was obtained or lost respectively.

		�  Total comprehensive income of subsidiaries is attributed to owners of Imperial and to non-controlling interests even if this results 
in non-controlling interests having a deficit balance.

		�  In preparing the consolidated financial statements where a subsidiary of the Group uses accounting policies other than those adopted 
in the consolidated financial statements for like transactions, appropriate adjustments are made to its financial statements to bring 
it in line with the Group’s accounting policies.

		�  All intergroup transactions, balances and unrealised income and expenses are eliminated in full.

		�  Changes in the Group’s ownership interest in subsidiaries that do not result in the Group losing control over the subsidiaries are 
accounted for in equity. Any difference between the amount by which non-controlling interests is adjusted and the fair value of the 
consideration paid or received is recognised directly to the premium paid on purchase of non-controlling interests reserve in equity.

		�  When the Group loses control of a subsidiary a gain or loss is recognised in profit or loss.

		�  The fair value of any investment retained in the former subsidiary at the date when control is lost is regarded as the fair value  
on initial recognition for subsequent accounting under IAS 39 – Financial Instruments: Recognition and Measurement or, when 
applicable, the cost on initial recognition of an investment in associate or a jointly controlled entity.

		�C  onsolidation of Lereko Mobility (Pty) Ltd (Lereko)
		�  Imperial Holdings Limited (Imperial) owns 49% of the share capital of Lereko which in turn has an interest in Imperial’s ordinary 

shares, together with a related call option liability to Imperial to be settled by the delivery of the Imperial shares. The Imperial shares 
held by Lereko, together with the related call option liability, are economically ring fenced from the interests held by other parties 
in Lereko (silo). Imperial’s interest in these shares with the related call option liability to Imperial has been consolidated.

		�  The Imperial shares recognised through the consolidation of Lereko are treated as shares repurchased and the call option liability is 
eliminated against the call option asset held by the company.
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	 1.5	 Business combinations
		�  Acquisitions of businesses are accounted for using the acquisition method as described below.

		�  An acquisition is considered a business combination if the assets acquired and liabilities assumed constitute a business.

		�  The consideration transferred in a business combination is measured at fair value, which includes the fair value of the acquisition 
date asset and any liability resulting from a contingent consideration arrangement.

		�  Acquisition-related costs are expensed in profit or loss as incurred.

		�  At the acquisition date, the identifiable assets acquired and liabilities assumed are measured at fair value except for deferred tax 
assets or liabilities, and assets or liabilities related to employee benefit arrangements which are recognised and measured in 
accordance with IAS 12 – Income Taxes and IAS 19 – Employee Benefits respectively.

		�  The excess of the aggregate of the consideration transferred, the non-controlling interest and the acquisition date fair value of 
previously held equity interest over the fair value of the identifiable net assets acquired is recognised as goodwill. If the cost of 
acquisition is below the fair values of the identifiable net assets acquired (i.e. bargain purchase), then the difference is credited to 
profit or loss in the period of acquisition.

		�  The non-controlling interests are measured at their proportionate share of the fair value of the identifiable assets acquired and 
liabilities assumed.

		�  When the consideration transferred includes a contingent consideration, that contingent consideration is recognised as a liability 
and measured at its acquisition-date fair value and included in the consideration transferred in a business combination.  
The contingent consideration is remeasured at subsequent dates to its fair value through profit or loss.

		�  When the business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is remeasured to 
fair value with the resulting gain or loss recognised in profit or loss.

		�  If the initial accounting for a business combination is incomplete by the end of the reporting period in which the business 
combination occurs, the Group reports provisional amounts for the items where the accounting is incomplete. Those provisional 
amounts are adjusted during the measurement period where applicable.

	 1.6	F oreign currencies
		�  Transactions denominated in a foreign currency are recorded at the rates of exchange prevailing at the dates of the transactions.

		�  At the end of each reporting period, monetary items denominated in foreign currencies are retranslated at the rates prevailing at 
that date.

		�  Exchange differences on monetary items are recognised in profit or loss in the period in which they arise except for exchange 
differences on transactions entered into in order to hedge certain foreign currency risks which are recognised in other comprehensive 
income and accumulated in the hedge accounting reserve in equity.

		�  For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign operations are 
translated into Rand using exchange rates prevailing at the end of each reporting period. Income and expense items are translated 
at the weighted average exchange rates for the period.

		�  Exchange differences arising are recognised in other comprehensive income and accumulated in the foreign currency translation 
reserve in equity.

		�  On disposal of a foreign operation all the exchange differences accumulated in equity in respect of that operation attributable to 
owners of Imperial are reclassified to profit or loss.

		�  In addition, in relation to a partial disposal of a subsidiary that does not result in the Group losing control over the subsidiary, the 
proportionate share of accumulated exchange differences are reattributed to non-controlling interests and are not recognised in 
profit or loss.

		�  For all other partial disposals (i.e. partial disposals of associates or jointly controlled entities that do not result in the Group losing 
significant influence or joint control) the proportionate share of the accumulated exchange differences is reclassified to profit or loss.

		�  Goodwill and fair value adjustments on identifiable assets and liabilities acquired on the acquisition of a foreign operation are treated 
as assets and liabilities of the foreign operation and are translated at the rate of exchange prevailing at the end of each reporting 
period.
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1.	 Accounting policies continued

	 1.7	 Investment in associates
		��  The results, assets and liabilities of entities over which the Group exercises significant influence (associates) are incorporated in 

these consolidated financial statements using the equity method of accounting.

		��  Under the equity method, an investment in associate is initially recognised at cost and adjusted thereafter to recognise the Group’s 
share of the profit or loss and other comprehensive income of the associate.

		��  The Group’s share of other net asset changes in the associate, other than profit or loss or other comprehensive income and 
distributions received is recognised in equity. Such changes include those arising from additional shares issued by the associate to 
third parties or when the associate accounts for equity settled share-based payment transactions.

		�  The Group’s share of associates’ net income, presented net of tax, is based on financial statements drawn up to reporting dates that 
are coterminous with that of the Group.

		�  Where reporting dates are not coterminous, adjustments are made to the associate’s net income for the effects of significant 
transactions or events that occur after the associate’s reporting date and up to the reporting date of the Group.

		�  Investments in associates held exclusively with a view to their subsequent disposal are accounted for as assets held for sale in 
accordance with IFRS 5 – Non-current Assets Held for Sale and Discontinued Operations.

		�  When the Group’s share of losses of the associate exceeds the Group’s interest in that associate, the Group discontinues recognising 
its share of further losses. Additional losses are recognised only to the extent that the Group has incurred legal or constructive 
obligations or made payments on behalf of the associate. If the associate subsequently reports profits, the Group resumes 
recognising its share of those profits only after its share of profits equals the share of losses not recognised previously.

		�  Any excess of the cost of acquisition over the Group’s share of the fair value of the net identifiable assets of an associate at the 
date of acquisition is recognised as goodwill, which is included within the carrying amount of the associate.

		�  Any excess of the Group’s share of the net fair value of identifiable assets, liabilities and contingent liabilities over the cost of the 
investment, after reassessment, is recognised immediately in profit or loss as a bargain purchase.

		�  The requirements of IAS 39 – Financial Instruments: Recognition and Measurement are applied to determine whether it is necessary 
to recognise any impairment loss with respect to the Group’s investment in an associate. When necessary the entire carrying amount 
of the investment is tested for impairment in accordance with IAS 36 – Impairment of Assets as a single asset by comparing its 
recoverable amount to its carrying amount. Any impairment loss recognised forms part of the carrying amount of the investment. 
Any reversal of that impairment loss is recognised in accordance with IAS 36 – Impairment of Assets to the extent that the 
recoverable amount of the investment subsequently increases.

		�  Upon disposal of an associate that results in the Group losing significant influence over that associate, any retained investment is 
measured at fair value at that date and the fair value is regarded as the fair value on initial recognition as a financial asset in 
accordance with IAS 39 – Financial Instruments: Recognition and Measurement. The difference between the previous carrying 
amount of the associate attributable to the retained interest and its fair value is included in the determination of the gain or loss 
on disposal of the associate. In addition, the Group accounts for all amounts previously recognised in other comprehensive income 
in relation to that associate on the same basis as would be required if that associate had directly disposed of the related assets or 
liabilities.

		�  When a group entity transacts with an associate of the Group, unrealised profits and losses are eliminated to the extent of the 
Group’s interest in the relevant associate.

		�  Ukhamba Holdings (Pty) Ltd (Ukhamba)
		�  The Group has a 46,9% interest in Ukhamba, a black empowerment partner who currently owns ordinary and deferred ordinary 

Imperial shares.

		�  Any fair value gains made by Ukhamba on the revaluation of its Imperial shares are eliminated from the Group’s net profit and 
comprehensive income. Any dividends received from Ukhamba first reduce its carrying value as an associate to zero and then any 
surplus is recognised directly in equity.

	 1.8 	 Interests in joint ventures
		�  The Group’s interest in jointly controlled entities is accounted in the same way as investments in associates described above.
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	 1.9	G oodwill
		�  Goodwill arising on acquisition is carried at cost as established at the date of acquisition of the business less accumulated impairment 

losses, if any.

		�  For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units (or groups of cash 
generating units) that are expected to benefit from the synergies of the business combination.

		�  A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or when there is an indication that 
the unit may be impaired. If the recoverable amount of the cash-generating unit is less than its carrying amount, the impairment 
loss is first allocated to the goodwill and then to the other assets of the unit pro rata based on the carrying amount of each asset 
in the unit.

		�  Any impairment loss for goodwill is recognised directly in profit or loss. An impairment loss for goodwill is not reversed in 
subsequent periods.

		�  On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the determination of the profit 
or loss on disposal.

		�  The Group’s policy for goodwill arising on the acquisition of an associate or joint venture is described under investment in associates.

	 1.10	 Intangible assets
		�  Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation and 

accumulated impairment losses. Amortisation is recognised on a straight-line basis over their estimated useful lives.

		�  Intangible assets are not revalued.

		�  The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the effect of any changes 
accounted for on a prospective basis.

		�  Intangible assets acquired in a business combination and recognised separately from goodwill are initially recognised at their fair 
value at the acquisition date. Subsequent to initial recognition, intangible assets acquired in a business combination are reported at 
cost, being the acquisition date fair value, less accumulated amortisation and accumulated impairment losses on the same basis as 
intangibles that are acquired separately.

		�  An intangible asset is derecognised on disposal or when no future economic benefits are expected from use or disposal.

		�  Gains or losses arising from derecognition of an intangible asset, measured as the difference between the net disposal proceeds 
and the carrying amount of the asset are recognised in profit or loss when the intangible asset is derecognised.

	 1.11	 Impairment of tangible and intangible assets excluding goodwill
		�  At the end of each reporting period, the Group assesses if there is any indication that such assets have suffered an impairment loss.

		�  If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss.

		�  When it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of 
the cash-generating unit to which the asset belongs.

		�  Intangible assets with indefinite useful lives and intangible assets not ready for their intended use are tested for impairment  
at least annually and whenever there is an indication that the asset may be impaired.

		�  Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects the current market assessments of  
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

		�  If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount 
of the asset (cash-generating unit) is reduced to its recoverable amount.

		�  An impairment loss is recognised immediately in profit or loss.
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1.	 Accounting policies continued

	 1.11	 Impairment of tangible and intangible assets excluding goodwill continued
		�  Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised 

estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would 
have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years.

		�  A reversal of an impairment loss is recognised immediately in profit or loss.

	 1.12	 Property, plant and equipment, transport fleet and vehicles for hire
		�  Land is stated at cost less accumulated impairment and is not depreciated.

		�  Buildings held for use in the production or supply of goods or services, or for administrative purposes, are stated at cost less any 
accumulated depreciation and impairment losses.

		�  Buildings in the course of construction for production, supply or administrative purposes are carried at cost less any recognised 
impairment loss.

		�  Land and buildings held as portfolio properties whose benefits are shared with policyholders are fair valued through profit or loss.

		�  All other assets are stated at cost less accumulated depreciation and accumulated impairment losses.

		�  Costs include all costs incurred in bringing the assets to the location and condition for their intended use and include professional 
fees and, for qualifying assets, borrowing costs capitalised in accordance with the Group’s accounting policy.

		�  Depreciation is recognised so as to write off the cost of assets less their residual values over their useful lives, using the straight-line 
method.

		�  The estimated useful lives, residual values and depreciation methods are reviewed at the end of each reporting period, with the 
effect of any changes in estimate accounted for on a prospective basis.

		�  Depreciation commences when the assets are ready for their intended use.

		�  Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets. However, 
when there is no reasonable certainty that ownership will be obtained by the end of the lease term, assets are depreciated over 
the shorter of the lease term and their useful lives.

		�  Costs include the estimated costs of dismantling and removing the assets and, where appropriate, costs are split into significant 
components.

		�  Major improvements to leasehold properties are capitalised and written off over the period of the lease.

		�  Where significant components of an asset have different useful lives to the asset itself, those components are depreciated  
over their estimated useful lives.

		�  Assets are derecognised on disposal or when no future economic benefits are expected to arise from the continued use of the asset.

		�  Any gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference between 
the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

		�  Vehicles for hire are reclassified to inventories at their carrying amount when they cease to be rented and become available-for-sale.

	 1.13	 Inventories
		�  Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimate of the selling price  

for inventories less all estimated costs of completion and costs necessary to make the sale. Cost is determined as follows:

		�  Vehicles	 specific cost

		�  Caravans, spares and accessories 	 weighted average cost

		�  Fuel, oil and merchandise 	 first in, first out

		�  Fast moving consumer goods 	 first in, first out

		�  Work in progress includes direct costs and a proportion of overheads.

Notes  to  the  consol idated  annual  f inanc ial  s tatements  –  continued
for the year ended 30 June 2014



IMPERIAL HOLDINGS LIMITED Annual financial statements 2014 21

	 1.14	 Leases
		�  Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership 

to the lessee. All other leases are classified as operating leases.

		�  The Group as lessor
		�  Amounts due from lessees under finance leases are recognised as receivables at the amount of the Group’s net investments in the 

leases.

		�  Finance lease income is allocated to accounting periods so as to reflect a constant periodic rate of interest on the Group’s net 
investment outstanding in respect of the leases.

		�  Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.

		�  Assets leased under operating leases are included under the appropriate category of assets in the statement of financial position.

		�  They are depreciated over their expected useful lives on a basis consistent with similar items of property, plant and equipment.

		�  The Group as lessee
		�  Assets held under finance leases are initially recognised as assets of the Group at their fair value at the inception of the lease or, if 

lower, at the present value of the minimum lease payments.

		�  The corresponding liability to the lessor is included in the statement of financial position as a finance lease obligation.

		�  Finance lease payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant 
rate of interest of the remaining balance of the liability.

		�  Finance expenses are recognised immediately in profit or loss, unless they are directly attributable to qualifying assets in which case 
they are capitalised in accordance with the Group’s policy on borrowing costs.

		�  Operating lease payments are recognised as an expense on a straight-line basis over the lease term.

		�  When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by way 
of penalty is recognised as an expense in the period in which termination takes place.

		�  Contingent rentals are recognised as an expense in the period in which they are incurred.

	 1.15	 Incentive schemes
		�  The Group operates equity-settled share-based compensation plans for senior employees and executives.

		�  Equity-settled share-based payments to employees are measured at the fair value of the equity instrument at the grant date.

		�  The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line basis over 
the vesting period, based on the Group’s estimate of equity instruments that will eventually vest, with a corresponding increase in 
equity.

		�  At the end of each reporting period, the Group revises its estimates of the number of equity instruments that are expected to vest.

		�  The impact of the revision of original estimates, if any, is recognised in profit or loss with a corresponding adjustment to the share 
based payment reserve in equity.

	 1.16	 Retirement benefit obligations
		�  Defined contribution plans
		�  Payments to defined contribution retirement benefit plans are recognised as an expense when employees have rendered services 

entitling them to the contributions.

		�  Defined benefit plans
		�  For defined benefit retirement plans, the cost of providing benefits is determined using the projected unit credit method, with 

actuarial valuations carried out at the end of each reporting period.
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1.	 Accounting policies continued

	 1.16	 Retirement benefit obligations continued
		�  Past-service costs are recognised immediately to the extent that the benefits are vested, otherwise it is amortised on a straight-line 

basis over the average period until the benefits become vested.

		�  Actuarial gains and losses are recognised immediately in other comprehensive income and accumulated in retained earnings so that 
the retirement benefit obligation reflects its full value.

	 1.17	 Provisions
		�  Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable 

that the Group will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

		�  The amount recognised as a provision is reviewed at the end of each reporting period and represents the best estimate of the 
consideration required to settle the obligation, taking into account the risks and uncertainties surrounding it.

		�  When a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the fair value 
of those cash flows.

		�  When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a 
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable 
can be measured reliably.

		�  Provisions are reversed when it is no longer probable that an outflow of resources will be required to settle the obligation.

		�  Insurance claims
		�  Insurance claims comprise provisions for the estimate of the ultimate cost of settling all claims incurred but unpaid at the end of 

the reporting period, whether reported or not. Related anticipated insurance recoveries are recognised separately as assets when it 
is virtually certain the amounts will be received.

		�  Dismantling and environmental risk
		�  The Group provides for the dismantling of property, plant and equipment at the end of their useful lives where a contractual 

requirement exists and for any probable environmental risks.

		�  Onerous contracts
		�  Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract is considered 

to exist where the Group has a contract under which the unavoidable cost of meeting the obligation under the contract exceeds the 
economic benefits expected from the contract.

	 1.18	 Income taxes
		�  Income tax expense represents the sum of current tax and deferred tax.

		�C  urrent tax
		�  The tax currently payable is based on taxable profit for the year. Taxable profit differs from ’profit before tax’ as reported in profit 

or loss because of items of income or expense that are taxable or deductible in other years (temporary differences) and items that 
are not taxable or deductible.

		�  The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the end of the 
reporting period.

		�  Deferred tax
		�  Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of assets and liabilities 

in the Group’s consolidated financial statements and the corresponding tax bases used in the computation of taxable profit and is 
accounted for using the balance sheet liability method.

		�  Deferred tax liabilities are generally recognised for all taxable temporary differences.
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.		�  Deferred tax assets are recognised to the extent that it is probable that taxable profits will be available against which deductible 
temporary differences can be utilised.

		�  Deferred tax assets and liabilities are not recognised if the temporary differences arise from the initial recognition of goodwill or 
from the initial recognition, other than in a business combination, of other assets and liabilities in a transaction that affects neither 
the tax profit nor accounting profit.

		�  The measurement of deferred tax assets and deferred tax liabilities reflects the tax consequences that would follow from the 
manner in which the Group expects to recover or settle the carrying amount of assets and liabilities.

		�  The carrying amount of deferred tax assets is reviewed at each reporting date and is adjusted to the extent that it is no longer 
probable that sufficient taxable profit will be available to allow all or part of the asset to be recovered.

		�  Deferred tax is calculated at the tax rates that are expected to apply in the year when the liability is settled or the asset is realised.

		�  Deferred tax is charged or credited in profit or loss, except when it relates to items charged or credited directly to other 
comprehensive income and equity, in which case the deferred tax is also taken directly to other comprehensive income and equity.

		�  Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same tax authority and the Group 
intends to settle its current tax assets and liabilities on a net basis.

		�  Dividends tax
		�  Dividends tax is levied on non-exempt shareholders. The Group is responsible for the collection of the dividends tax and payment 

of the amounts collected to the South African Revenue Service (SARS). As this tax is levied on the shareholders and not the company, 
it does not form part of the tax expense recognised in profit or loss or in other comprehensive income. Dividends are reflected gross 
of tax.

	 1.19	 Non-current assets held for sale
		�  Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered principally through 

a sale transaction rather than through continuing use.

		�  This condition is regarded as met only when the sale is highly probable and the non-current asset (or disposal group) is available 
for immediate sale in its present condition.

		�  Management must be committed to the sale, which should be expected to qualify for recognition as a completed sale within one 
year from the date of classification as held for sale.

		�  When the Group is committed to a sale plan involving loss of control of an entity, all of the assets and liabilities of that entity are 
classified as held for sale when the criteria described above are met, regardless of whether the Group will retain a non-controlling 
interest in its former subsidiary after the sale.

		�  Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their previous carrying amount and 
fair value less costs to sell.

	 1.20	 Revenue recognition
		�  Revenue from the sale of goods is recognised when significant risks and rewards of ownership of the goods are transferred to  

the buyer.

		�  Where there are guaranteed buyback arrangements in terms of which significant risks and rewards of ownership have not 
transferred to the purchaser, the transaction is accounted for as a lease.

		�  Revenue arising from the rendering of services is recognised on the accrual basis in accordance with the substance of the agreement.

		�  Revenue from vehicle maintenance plans is recognised based on an established pattern, when vehicle maintenance services are 
performed over the period of the plan.

		�  The Group reflects premium income relating to insurance business gross of reinsurance. Premiums are accounted for at the 
commencement of the risk. Premiums on investment contracts are excluded from profit or loss.

		�  Where the Group acts as an agent and is remunerated on a commission basis, the commission is included in revenue. Where the 
Group acts as principal, the total value of business handled is included in revenue.
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1.	 Accounting policies continued

	 1.21	 Interest and dividend income
		�  Interest income is accrued on the time basis, by reference to the principal outstanding and the effective interest rate applicable, 

which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to that asset’s 
carrying amount.

		�  Dividend income from investments is recognised when the Group’s rights to receive payment have been established.

	 1.22	 Borrowing costs
		�  Borrowing costs directly attributable to the acquisition, construction or production of assets that necessarily take a substantial period 

of time to get ready for their intended use or sale, are added to the cost of those assets until such time as the assets are substantially 
ready for their intended use or sale.

		�  All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

	 1.23	G overnment grants and assistance
		�  Government grants represent assistance by government in the form of transfers of resources in return for compliance with conditions 

related to operating activities. Government assistance is an action by government designed to provide an economic benefit specific 
to an entity or range of entities qualifying under certain criteria. Government includes government agencies and similar bodies, 
whether local, national or international.

		�  When the conditions attaching to government grants have been complied with and they will be received, they are recognised in 
profit or loss on a systematic basis over the periods necessary to match them with the related costs. When they are for expenses 
or losses already incurred, they are recognised in profit or loss immediately. The unrecognised portion in the statement of financial 
position date is presented as deferred income.

		�  No value is recognised where government provides general industry assistance.

		�  Where the government grants target-specific assets, the government grants are deducted from the cost of the asset, hence reducing 
its cost.

	 1.24	 Exceptional items
		�  Exceptional items include income and expense items which are not considered to be of a trading nature and generally include the 

following remeasurements:
−− Impairments of goodwill.
−− Gains and losses on disposal and impairment of subsidiaries, investment in associates and joint ventures.
−− Gains and losses on the measurement to fair value less costs to sell of disposal groups.
−− Reclassification to profit or loss of foreign currency translation reserves upon disposal of entities whose functional currencies 

are different to the Group’s presentation currency.

	 1.25	 Earnings per share
		�  Basic earnings per share
		�  Basic earnings per share is calculated by dividing net profit attributable to owners of Imperial by the weighted average number of ordinary 

shares in issue during the year, net of shares repurchased and the Group’s interest in its own ordinary shares held by an associate.

		�  Diluted earnings per share
		�  For diluted earnings per share, the weighted average number of ordinary shares in issue, net of shares repurchased, is adjusted for 

the dilutive effect of deferred ordinary shares and potential ordinary shares under the share incentive schemes.

		�  Potential ordinary shares are treated as dilutive when their conversion to ordinary shares would decrease basic earnings per share.

		�  The effect of anti-dilutive potential ordinary shares is excluded from the calculation of diluted earnings per share.

		�  Headline earnings per share and core earnings per share
		�  The presentation of headline earnings per share is mandated under the JSE Listings Requirements and is calculated in accordance 

with Circular 3/2013 – Headline Earnings, as issued by the South African Institute of Chartered Accountants.

		�  Core earnings is a non-IFRS measure and excludes the impact of certain non-operational income and expense items from reported 
headline earnings. It is included to provide an additional basis on which to measure the Group’s normalised earnings performance.
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	 1.26	 Share issue costs, shares repurchased and dividend payments
		  Share issue costs
		�  Incremental costs directly attributable to the issue of new shares or the repurchase of existing shares are shown as a deduction, net 

of applicable tax, in equity. An incremental share issue cost is one which would not have arisen if shares had not been issued or 
repurchased.

		�  Shares repurchased
		�  The purchase by the Group of its own equity instruments and held in a subsidiary company results in the recognition of shares 

repurchased. The consideration paid is deducted from equity. Where shares repurchased are subsequently sold, reissued or 
otherwise disposed of, any consideration received is included in equity attributable to owners of Imperial, net of any directly 
attributable incremental transaction costs and the related tax effects. Shares repurchased by the company and subsequently 
cancelled are shown as a deduction in retained earnings.

		�  Dividend payments to owners of Imperial
		�  Dividend distributions to owners of Imperial are recognised as a liability in the period in which the dividends are approved and 

declared. Interim and final dividends are accrued when approved by the board of directors.

		�  Dividend payments to preference shareholders
		�  Due to their cumulative nature the non-redeemable, non-participating preference shares are classified as debt financial instruments 

with no repayment terms. The dividends payable on the non-redeemable, non-participating preference shares are accrued on a time 
basis, with reference to the principal outstanding and the effective interest rate applicable, and recognised in profit or loss within 
finance cost. Interim and final preference dividends are payable when approved by the board of directors.

	 1.27	 Events after the reporting period
		�  The financial statements are adjusted to reflect events that occurred between the end of the reporting period and the date when 

the financial statements are authorised for issue, only if those events provide evidence of conditions that existed at the end of the 
reporting period.

		�  Events that are indicative of conditions that arose after the reporting period are disclosed, with no adjustment to the financial 
statements.

	 1.28	 Segment information
		�  Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker.

		�  The chief operating decision making body who is responsible for allocating resources and assessing performance of the operating 
segments. This has been identified collectively as the group executive committee.

		�  Segment revenue reflects both sales to external parties and intergroup transactions across segments. Inter-segment revenue is 
revenue raised by one segment relating to sales to other segments within the Group, which is eliminated under head office and 
eliminations.

		�  Segment operating assets and liabilities are only those items that can be specifically identified within a particular segment.

	 1.29	F inancial instruments
		�  Financial assets and financial liabilities are recognised in the Group’s consolidated statement of financial position when the Group 

becomes party to the contractual provisions of the instrument.

		�  Initial measurement of financial assets and financial liabilities
		�  Financial assets and financial liabilities are initially recorded at fair value plus, in the case of financial assets and financial liabilities 

not fair valued through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset 
or financial liability.

		�  Subsequent measurement of financial assets
		�  Financial assets at fair value through profit or loss, including derivative assets, are subsequently measured at fair value without any 

deduction for transaction costs that may be incurred on sale or disposal.
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	 1.29	F inancial instruments continued
		�  Available-for-sale investments are subsequently remeasured to fair value. Any unrealised gain and loss is recognised in other 

comprehensive income and accumulated in the valuation reserve in equity until the investment is disposed of or impaired, at which 
time the cumulative gain or loss deferred in equity is reclassified to profit or loss.

		�  Investments in equity instruments whose fair value cannot be measured reliably are carried at cost.

		�  Loans receivable and trade receivables are subsequently measured at amortised cost using the effective interest method, less any 
impairment as appropriate.

		�  Cash resources are carried at amortised cost which is also its fair value.

		�  Subsequent measurement of financial liabilities
		�  All financial liabilities are subsequently measured at amortised cost using the effective interest method except for financial liabilities 

at fair value through profit or loss, including derivative liabilities, which are measured at fair value.

		�  Hedge accounting
		�  The Group enters into forward exchange contracts, forward rate agreements and interest-rate swap agreements in order to hedge 

its exposure to foreign exchange and interest rate risk. The Group does not use derivative financial instruments for speculative 
purposes.

		�  Changes in the fair value of derivative instruments that are not formally designated in a hedge relationship are recognised immediately 
in profit or loss.

		�  Changes in the fair value of a ’fair value hedge’ are recognised in profit or loss. The gain or loss on the hedged item, attributable 
to the hedged risk, is adjusted to the carrying amount of the hedged item with a corresponding entry in profit or loss.

		�  The effective portion of changes in the fair value of a ’cash flow hedge’ is recognised directly in other comprehensive income and 
accumulated in the hedge accounting reserve in equity. The gain or loss relating to the ineffective portion is recognised immediately 
in profit or loss.

		�  If the cash flow hedge of a forecast transaction results in the recognition of a non-financial asset or a non-financial liability then, at 
the time the asset or liability is recognised, the associated gains or losses on the derivative that had previously been recognised in 
the Group’s hedge accounting reserve in equity are included in the initial measurement of the asset or liability.

		�  For hedges that do not result in the recognition of a non-financial asset or a non-financial liability, amounts deferred in the Group’s 
hedge accounting reserve in equity are recognised in profit or loss in the same period in which the hedged item affects profit or 
loss on a proportionate basis.

		�  Hedge accounting is discontinued when the hedge relationship is revoked or the hedging instrument expires or is sold, terminated, 
exercised or no longer qualifies for hedge accounting. At that time, any cumulative gain or loss deferred in equity remains in equity 
and is recognised when the forecast transaction is ultimately recognised in profit or loss.

		�  If a hedge transaction is no longer expected to occur, the net cumulative gain or loss deferred in equity is immediately reclassified 
to profit or loss.

		�  Impairment of financial assets
		�  Financial assets, other than those fair valued through profit or loss, are assessed for indicators of impairment at the end of each 

reporting period. Financial assets are considered to be impaired when there is objective evidence that, as a result of one or more events 
that occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment have been affected.

		�  For available-for-sale investments, a significant or prolonged decline in the fair value of the security below its cost is considered to 
be objective evidence of impairment.

		�  For financial assets carried at amortised cost, the amount of the impairment loss recognised is 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 financial asset is reduced by the impairment loss directly for all financial assets with the exception of 
trade receivables, where the carrying amount is reduced through the use of a provision account. When a trade receivable  
is considered uncollectible, it is written off against the provision account.
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		�  Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying amount 
of the allowance account are recognised in profit or loss.

		�  When an available-for-sale financial asset is considered to be impaired, cumulative gains or losses previously recognised in other 
comprehensive income are immediately reclassified to profit or loss.

		�  For financial assets measured at amortised cost, if, 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, the previously recognised 
impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the 
impairment is reversed does not exceed what the amortised cost would have been had the impairment not been recognised.

		�  In respect of available-for-sale investments, impairment losses previously recognised in profit or loss are not reversed through profit 
or loss. Any increase in fair value subsequent to an impairment loss is recognised in other comprehensive income and accumulated 
under the heading valuation reserve.

		�  The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it 
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another party.

		�  On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of the 
consideration received and receivable and the cumulative gain or loss that had been recognised in other comprehensive income 
and accumulated in equity is recognised in profit or loss.

		�  The Group derecognises a financial liability when the obligation specified in the contract is discharged, cancelled or expires.

		�  Put arrangements over non-controlling interests
		�  Written put options on the shares of a subsidiary held by non-controlling interests give rise to a financial liability for the present 

value of the redemption amount. The liability that may become payable under the arrangement is initially recognised at fair value 
with a corresponding entry directly in equity. Subsequent changes to the fair value of the liability are recognised in profit and loss.

		�C  ash resources
		�  Cash resources comprise cash on hand and on-demand deposits, together with short-term, highly liquid investments with a maturity 

of three months or less from the date of acquisition, that are readily convertible to a known amount of cash and that are subject 
to an insignificant risk of changes in value. Bank overdrafts are shown within current portion of interest-bearing borrowings on the 
consolidated statement of financial position. Cash and cash equivalents in the consolidated statement of cash flows are reflected 
net of overdrafts.

	 1.30	 Significant accounting judgements, estimates and assumptions
		�  The preparation of the consolidated annual financial statements requires the Group’s management to make judgements, estimates 

and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at 
the date of the financial statements, and the reported amounts of revenues and expenses during the reporting period. The 
determination of estimates requires the exercise of judgement based on various assumptions and other factors such as historical 
experience, current and expected economic conditions, and, in some cases, actuarial techniques. Actual results could differ from 
these estimates.

		�  The following accounting policies have been identified as involving particularly complex or subjective decisions or assessments:

		�  Insurance companies
		�  Details of significant accounting judgements and estimates are given in Annexure A.

		�  Residual values and useful lives
		�  The Group depreciates its assets over their estimated useful lives taking into account residual values, which, following the adoption 

of IAS 16 – Property, Plant and Equipment, are reassessed on an annual basis.

		�  The actual lives and residual values of these assets can vary depending on a variety of factors.

		�  Technological innovation, product life cycles and maintenance programmes all impact the useful lives and residual values of the 
assets. Residual value assessments consider issues such as future market conditions, the remaining life of the asset and projected 
disposal values.
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1.	 Accounting policies continued

	 1.30	 Significant accounting judgements, estimates and assumptions continued
		�  Income taxes
		�  The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining the worldwide 

provision for income taxes due to the complexity of legislation. There are many transactions and calculations for which the ultimate 
tax determination is uncertain during the ordinary course of business. The Group recognises liabilities for anticipated taxes based on 
estimates. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences 
will impact the income tax and deferred tax provisions in the period in which such determination is made.

		�  The Group recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable that the 
deductable temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred income tax assets 
required the Group to make significant estimates related to expectations of future taxable income.

		�  Estimates of future taxable income are based on forecast cash flows from operations and the application of existing tax laws in each 
jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the Group to 
realise the net deferred tax assets recorded at the statement of financial position date could be impacted. Additionally, future 
changes in tax laws in the jurisdictions in which the Group operates could limit the ability of the Group to obtain tax deductions in 
future periods.

		�C  ontingent liabilities
		�  Management applies its judgement to the fact patterns and advice it receives from its attorney, advocates and other advisors in 

assessing if an obligation is probable, more likely than not, or remote. This judgement application is used to determine whether the 
obligation is recognised as a liability or disclosed as a contingent liability.

		�  Revenue recognition
		�  Revenue from vehicle maintenance plans is recognised based on an established pattern of when vehicle maintenance services are 

performed over the period of the plan.

		�  Statement of financial position presentation based on liquidity
		�  Management believes that the presentation of the statement of financial position on a liquidity basis provides information that is 

reliable and is more relevant compared to a current and non-current presentation. 

		�  The nature of the Group’s operations is diverse and as such it becomes more difficult to clearly identify a single operating cycle that 
would be relevant across all business segments. Maturity profiles of some assets and liabilities are provided in the notes to the 
consolidated annual financial statements.

		�  The following guidance is provided on assets and liabilities where further judgement is required:

		�  Assets
		�  Assets that the Group expects to realise, or intends to sell or consume in its normal operating cycle, would include reinsurance 

debtors, inventory and trade and other receivables. The operating cycles for these assets are generally not more than 12 months.

		�  Vehicles for hire have an operating cycle of more than 12 months. Vehicles that have reached the end of the useful life as rental 
assets are shown as inventory.

		�  The Group’s investment portfolios are measured by portfolio managers who acquire or dispose of investments in terms of acceptable 
risk levels and cash requirements of the Group. The timing of the disposals are uncertain and there are no restrictions on the Group 
to realise investments.

		�  Other loans receivable mature over periods longer than 12 months and include amounts that are receivable within one year from 
the reporting period.

		�  Cash resources from the financial services operation are restricted by the division’s capital structure. Cash resources from other 
operations are unrestricted.

		�  Liabilities
		�  Liabilities that the Group expects to settle in its normal operating cycle include trade and other payables and provisions. Trade and 

other payables are normally settled within one year from the reporting period, whereas some amounts of provisions mature over 
periods longer than 12 months.
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		�  Insurance, investment, maintenance and warranty contracts are settled as and when the services are performed. These multi-year 
policies often only become effective once a defined event has occurred and as such leads to a highly judgemental maturity profile. 
The maturity of these liabilities can range from one year to more than five years after the reporting period.

		�  Other financial liabilities are payable over longer periods but do consist of amounts that are due within one year from the reporting 
period.

		�  Discontinued operations and non-current assets classified as held for sale
		�  Management classifies a non-current asset (or disposal group) as held for sale if its carrying amount will be recovered principally 

through a sale transaction rather than through continuing use.

		�  Management classifies a component of the Group as a discontinued operation if it:
−− represents a separate major line of business or geographical area of operation;
−− is part of a single coordinated plan to dispose of a separate major line of business or geographical area of operations; or
−− is a subsidiary acquired exclusively with a view to resale as a discontinued operation.

		�  Other financial assets classified as held for sale (or disposal group) are measured at the lower of its carrying amount and fair value 
less costs to sell.

		�  Once the value of the assets and liabilities and the results of trading of discontinued operations become immaterial they are no 
longer shown separately and are included in continuing operations. 

		�  Provision for doubtful debts
		�  Provision is made for doubtful debts based on management’s estimate of the prospect of recovering the debt. Where management 

has determined that a debt is no longer recoverable, the amount is written off.

		�  Provision against inventory
		�  Inventory is counted at least once a year and any shortages and obsolete stock identified are written off immediately. 

		�  An allowance is made for slow-moving and obsolete inventory based on historical trends.

		�F  air value of financial instruments
		�  Assessing the significance of a particular input to the fair value measurement in its entirety requires judgement, considering the 

factors specific to the asset or liability. 

		�  Asset impairments
		�  The Group periodically evaluates its assets for impairment, including identifiable intangibles, whenever events, such as losses being 

incurred, or changes in circumstances such as changes in the market, indicate that the carrying amount of the asset may not be 
recoverable. Our judgements regarding the existence of impairment indicators are based on market conditions and operational 
performance of the different businesses. Future events could cause management to conclude that impairment indicators exist. In 
order to assess if there is any impairment, we estimate the future cash flows expected to result from the use of the asset(s) and 
its eventual disposition. Considerable management judgement is necessary to estimate discounted future cash flows, including 
appropriate bases for making judgements and estimates.

		�  The calculation of appropriate discount rates (weighted average cost of capital) is a sensitive input into valuations. While every effort 
is made to make use of independent information and apply consistent methodology, actual circumstances or outcomes could vary 
significantly from such estimates, including changes in the economic and business environment.

		�  The variances could result in changes in useful lives or impairment. These changes can have either a positive or negative impact on 
our estimates of impairment and can result in additional charges.

		�  Share-based settlements
		�  Equity-settled share-based payments are measured at fair value at the date of grant. In calculating the expense the Group considers 

the best estimate of the number of shares that are expected to vest taking into account the achieving of the performance conditions 
and participants who will forfeit their rights. The final number that will vest may be different. 

		�  Retirement benefit obligations
		�  The valuation of the retirement benefit obligations is arrived at using discount rates, projected payment increases, projected salary 

and other contribution increases and fluctuation rates. The final obligation will depend on length of service and the value  
of the salary at the time of payment to the participants.
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2.	Chan ges in accounting policies and disclosures
	 New and amended standards and interpretations
	� The Group applied, for the first time, certain standards and amendments that could require restatement of previous financial statements. 

These include IFRS 10 – Consolidated Financial Statements, IFRS 11 – Joint Arrangements, IFRS 13 – Fair Value Measurements, IAS 19 – 
Employee Benefits (Revised). In addition, the application of IFRS 12 – Disclosure of Interest in Other Entities resulted in additional disclosures 
in the consolidated financial statements.

	 The nature and impact of each of the new standards and amendments is described below:

	 IFRS 10 – Consolidated Financial Statements
	� IFRS 10 replaces parts of IAS 27 – Consolidated and Separate Financial Statements that deal with consolidated financial statements and 

introduces a single control model for consolidation.

	� IFRS 10 provides guidance on when a subsidiary should be consolidated and requires assessment of whether an investor has the power to 
direct the relevant activities of an investee in order to obtain variable returns. Once it has been established under IFRS 10 that an investee should 
be consolidated, the actual consolidation principals remain the same as under IAS 27.

	� The Group re-assessed control in terms of IFRS 10 and concludes that the application of IFRS 10 had no impact on the consolidated financial 
statements.

	 IFRS 11 – Joint Arrangements
	� IFRS 11 replaced IAS 31 – Joint Ventures. Where joint arrangements exist the investor is required to assess whether the joint arrangement is 

a joint operation or a joint venture, based on the legal structure of the investee and the investor’s rights to and obligations for the underlying 
assets and liabilities of the investee. Joint operations are accounted for in the financial statements of the investor by including the investor’s 
share of the assets, liabilities, income and expenses of the investee, while joint ventures are accounted for using the equity method of 
accounting. 

	� The Group re-assessed its accounting of associates and joint ventures in terms of IFRS 11 and concludes that the application of IFRS 11 had 
no impact on the consolidated financial statements.

	 IFRS 12 – Disclosure of Interests in Other Entities
	� IFRS 12 sets out the requirements for disclosures relating to the Group’s interest in subsidiaries, associates and joint ventures and structured 

entities. The requirements in IFRS 12 are more comprehensive than the previous disclosure requirements. These disclosures are provided in 
note 39.

	 IFRS 13 – Fair Value Measurement
	� IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. IFRS 13 does not change when an entity is 

required to use fair value, but rather provides guidance on how to measure fair value under IFRS. IFRS 13 defines fair value as an exit price. 
As a result of the guidance in IFRS 13 the Group re-assessed its policies for measuring fair value. IFRS 13 also requires additional disclosures.

	� The application of IFRS 13 did not materially impact the fair value measurements of the Group. Where required, additional disclosure is 
provided in the individual notes relating to the assets and liabilities whose fair values were determined. Fair value hierarchy is provided in 
note 38.

	 IAS 19 – Employee Benefits (Revised)
	� The amendments to IAS 19 require all actuarial gains and losses to be recognised immediately in other comprehensive income so that the 

pension asset or liability reflects the full value of the plan deficit or surplus. 

	� The Group applied IAS 19 retrospectively in the current period in accordance with the transitional provisions set out in the revised standard. 
The opening statement of financial position of the earliest comparative period presented (1 July 2012) and the comparative amounts  
(30 June 2013) have been restated accordingly.
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�The new, revised or amended standards were adopted in accordance with their transitional provisions with the adoption of IAS 19 resulting in the 
only restatement of the 30 June 2013 amounts as follows:

Movement during 2013
Cummulative

 effect on 
June 2013

Rm

Effect on 
1 July 2012

Rm
Remeasurement

Rm

Currency
 movement

Rm

Through 
profit or loss

Rm

Financial position
Assets
Increase in deferred tax assets  19  58  4 (1)  80

Increase in total assets  19  58  4 (1)  80

Capital and reserves
Decrease in other reserves (9) (9)
Decrease in retained income (40) (125)  2 (163)

Attributable to owners of Imperial (40) (125) (9)  2 (172)
Decrease in non-controlling interest (2) (3) (5)

Decrease in total equity (42) (128) (9)  2 (177)

Liabilities
Increase in retirement benefit obligations  61  186  13 (3)  257

Increase in total liabilities  61  186  13 (3)  257

Increase in total equity and liabilities  19  58  4 (1)  80

Profit or loss
Decrease in net operating expenses  3
Increase in income tax expense (1)

Increase in net profit for the year  2

Earning per share, headline earnings 
per share and core earnings per share
–  Increase in basic (cents)  1
–  Increase in diluted (cents)  1

Comprehensive income
Increase in net profit for the year  2

Other comprehensive income (137)

Items that may be reclassified subsequently to profit or loss (9)

– � Decrease in exchange gains arising on translation of foreign entities (9)

Items that may be reclassified subsequently to profit or loss (128)

– � Decrease in retained income from remeasurement of retirement benefit obligations (186)
– � Increase in deferred tax assets relating to remeasurement of retirement benefit obligations  58

Total comprehensive income for the year (135)

Decrease in total comprehensive income attributable to:
Owners of Imperial (132)
Non-controlling interest (3)

(135)
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2.	Chan ges in accounting policies and disclosures continued
	 Other amendments
	� Several other amendments apply for the first time in 2014. However, they did not impact the annual consolidated financial statements of 

the Group.

	C omparative information
	� As a result of the retrospective restatement of items in the consolidated financial statements the June 2012 statement of financial position 

is presented but unaccompanied by related notes.

	 The notes that accompany the 2013 financial statements have been restated accordingly.

	 Reclassification of provisions
	� Leave pay, bonuses and long-service payments, previously shown under provisions were reclassified to trade and other payables. The 

reclassification was done as at 1 June 2013 resulting in the restatement of the 2013 statement of financial position. The reclassification had 
no impact on profit or loss or cash flows.

	 Segment reporting
	� Arising from the imperative to eliminate complexity and to reflect the new management structure the Other Segment, which previously 

comprised Car Rental and After Market Parts, has been combined with the Automotive Retail division. The combined segment is now referred 
to as the Vehicle Retail, Rental and After Market Parts. Prior year’s comparatives have been restated accordingly.

	 The Group’s reporting segements were renamed as follows:

Previous name New name

>> Logistics Africa >> Unchanged
>> Logistics International >> Unchanged
>> Distribution Retail and Allied Services >> Vehicle Import, Distribution and Dealerships
>> Automotive Retail >> Vehicle retail, Rental and After Market Parts
>> Other segments >> �Now part of Vehicle Retail, Rental and After Market Parts
>> Insurance >> Unchanged
>> Other Financial Services >> Motor-related Financial Services and Products
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3.	� New and revised International Financial Reporting Standards in issue 
but not yet effective 

	� The following are some of the amendments to IFRS that could have an impact on the Group’s future financial statements. The Group does 
not anticipate that other amendments resulting from annual improvements to have an impact on its financial statements other than 
additional disclosures.

Pronouncement Title Effective date

IAS 16 (amended) IAS 16 – Property, Plant and Equipment

The amendments to IAS 16 clarify that spare parts, stand-by equipment and 
servicing equipment should be classified as property, plant and equipment 
when they meet the definition of property, plant and equipment in IAS 16 and 
as inventory otherwise.

The Group anticipates that the amendments to IAS 16 will not have a 
significant effect on the consolidated financial statements.

Annual periods beginning on 
or after 1 January 2014

IAS 39 (amended) IAS 39 – Financial Instruments Recognition and Measurements

The amendment allows hedge accounting to continue in a situation where a 
derivative, designated as a hedging instrument, is novated to effect clearing 
with a central counterparty as a result of laws and regulations.

The Group is in the process of assessing the effect of the amendment on its 
financial statements.

Annual periods beginning on 
or after 1 January 2014

IAS 19 (amended) IAS 19 – Employee Benefits

The objective of the amendments is to simplify the accounting for contributions 
that are independent of the number of years of employee service, for example 
employee contributions that are calculated according to a fixed percentage of 
salary.

The Group is in the process of assessing the effect of the amendment on its 
financial statements.

Annual periods beginning on 
or after 1 July 2014

IFRS 2 (amended) IFRS 2 – Share Based Payments

The IASB identified the need to clarify the definition of vesting conditions in 
IFRS 2 to ensure the consistent classification of conditions attached to a share-
based payment. The IASB decided to separate the definitions of a performance 
condition and a service condition from the definition of vesting condition and 
thus make the description of each condition clearer. 

The Group is in the process of assessing the effects of the amendment on its 
financial statements.

Annual periods beginning on 
or after 1 July 2014
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Consol idated  statement  of  f inanc ial  pos i t ion
at 30 June 2014

Pronouncement Title Effective date

IFRS 9 (amended) IFRS 9 – Financial Instruments

IFRS 9 introduced new requirements for the classification and measurement of 
financial assets and contains the following key requirements:

Financial assets (within the scope of IAS 39) are to be carried at amortised cost 
or fair value. Receivables whose contractual cash flows are solely payments of 
principal and interest are generally measured at amortised cost. All other 
receivables and equity investments are measured at their fair value.

In addition entities may make an irrevocable election to present subsequent 
changes in the fair value of an equity investment (that is not held for trading) 
in other comprehensive income, with only dividend income generally 
recognised in profit or loss.

For financial liabilities designated at fair value through profit or loss, IFRS 9 
requires that the change in the fair value that is attributable to changes in the 
credit risk of that liability, be presented in other comprehensive income, unless 
it create a mismatch in profit or loss. Changes in fair value attributable to a 
financial liability’s credit risk are not subsequently reclassified to profit or loss.

The Group anticipates that the application of IFRS 9 may have a significant 
impact on amounts reported in respect of the group’s financial assets and 
financial liabilities. However, it is not practicable to provide a reasonable 
estimate of the effect of IFRS 9 until a detailed review has been completed.

Annual periods beginning on 
or after 1 January 2015

IFRS 15 IFRS 15 – Revenue From Contracts With Customers

The objective of IFRS 15 is to establish the principles that an entity shall apply 
to report useful information to users of financial statements about the nature, 
amount, timing, and uncertainty of revenue and cash flows arising from a 
contract with a customer.

The core principle of IFRS 15 is that an entity will recognise revenue to depict 
the transfer of promised goods or services to customers in an amount that 
reflects the consideration to which the entity expects to be entitled in 
exchange for those goods or services. This core principle is delivered in a five-
step model framework:

−− Identify the contract(s) with a customer
−− Identify the performance obligations in the contract
−− Determine the transaction price
−− Allocate the transaction price to the performance obligations in the contract
−− Recognise revenue when (or as) the entity satisfies a performance obligation.

Application of this guidance will depend on the facts and circumstances present 
in a contract with a customer and will require the exercise of judgment.

IFRS 15 was issued in January 2014 and replaces the following standards and 
interpretations when it becomes effective:

−− IAS 11 – Construction contracts
−− IAS 18 – Revenue
−− IFRIC 1 – Customer Loyalty Programmes
−− IFRIC 15 – Agreements for the Construction of Real Estate
−− IFRIC 18 – Transfers of Assets from Customers
−− SIC-31 Revenue – Barter Transactions Involving Advertising Services

The Group is in the process of assessing the impact of IFRS 15 on its consolidated 
financial statements.

Annual periods beginning on 
or after 1 January 2017



IMPERIAL HOLDINGS LIMITED Annual financial statements 2014 35

Goodwill
Rm

Customer 
lists and 
contracts

Rm

Computer
 software

Rm

Other
 intangibles

Rm
Total

Rm

4. Goodwill and intangible 
assets
At 30 June 2014
Cost 5 596 2 558  625  147 8 926
Accumulated amortisation and impairment  859  836  409  56 2 160

4 737 1 722  216  91 6 766

Net carrying value at beginning of year 3 926 1 055  156  69 5 206
Net acquisition of subsidiaries and businesses  579  937 1  10 1 527
Additions  128  17  145
Proceeds on disposal (3) (3)
Impairment charge (38) (7) (45)
Amortisation (339) (67) (6) (412)
Profit on disposal (1) (1)
Reclassification  3  3
Currency adjustments  270  69  6  1  346

Net carrying value at end of year 4 737 1 722  216  91 6 766

At 30 June 2013
Cost 4 747 1 509  497  124 6 877
Accumulated amortisation and impairment  821  454  341  55 1 671

3 926 1 055  156  69 5 206

Net carrying value at beginning of year 3 238  799  95  102 4 234
Net acquisition of subsidiaries and businesses  331  288  9  20  648
Additions  7  105  4  116
Proceeds on disposal (7) (7)
Impairment charge (139) (1) (2) (142)
Amortisation (257) (56) (6) (319)
Profit on disposal  3  3
Reclassification  50  1 (51)
Currency adjustments  496  169  9  674
Reclassification to assets classified  
as held for sale (1) (1)

Net carrying value at end of year 3 926 1 055  156  69 5 206

	� Expenditure on acquired trademarks, licenses, customer lists and computer software is amortised using the straight-line basis over their 
estimated useful lives between 2 to 10 years. Goodwill is not amortised, but is tested for impairment annually.

	 Refer to note 39.3 for details of new business combinations during the year.

�
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4.	Good will and intangible assets continued

	G oodwill and indefinite life intangible assets
	� A summary of the goodwill and indefinite life intangible assets by cash generating unit and related assumptions applied for impairment 

testing purposes are as follows:

Cash-generating units (CGUs) 

Indefinite life
 intangible assets*

2014
Rm

Goodwill
2014

Rm

Pre tax
discount rate

2014
%

Terminal 
growth rate 

2014
%

Logistics Africa
CIC Holdings Ltd  468 16,6 6,0
Imperial Health Sciences  194 20,7 4,5
Eco Health Ltd  463 20,4 9,0
Logistics International
Panopa Group  487 8,4 1,5
Neska Group  146 8,3 1,5
Reederei Group  759 9,0 1,5
Lehnkering Group 1 076 8,4 1,5
Lubcke Marine  58 7,8 1,5
Rijnaarde BV  87 8,4 1,5
Vehicle import, distribution and dealerships
Uvundlu Investments (Pty) Ltd  56 19,2 4,5
E-Z-Go Golf Carts 55 16,6 4,5
Renault SA (Pty) Ltd 222 98 15,7 4,5
Vehicle retail, rental and after market parts
Beekman Super Canopies (Pty) Ltd  76 20,1 4,5
Orwell Trucks Ltd  57 13,3 2,0
Midas (Pty) Ltd  202 16,0 4,5

 222 4 282
Aggregate of immaterial indefinite life intangible 
assets and goodwill  45  455

Carrying value  267 4 737

*	 Included as part of customer lists and contracts above.

	G oodwill impairment testing
	� Goodwill is allocated to the appropriate CGUs according to the type of business and where it operates. The CGUs represent the identifiable 

assets for which an active market exists and which generate independent cash flows for the Group.

	� External and internal factors surrounding the business operations play a role in determining an indication of impairment. In addition the carrying 
amount of goodwill is subject to an annual impairment test. Impairment tests are carried out on all goodwill balances within each CGU.

	� Impairment of goodwill arises when the recoverable amount of the CGU, including goodwill is less than the carrying value. The recoverable 
amount is determined as the greater of the fair value less costs to sell or the value in use. It is difficult to use the fair value less costs to sell 
as a reliable estimate is not easily obtainable in determining the recoverable amount. Therefore the value in use method is used to assess 
the goodwill for impairment.
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	� Key assumptions used in value in use calculations
	�C ash flow projections
	� The value in use is calculated using the forecasted cash inflows and outflows which are expected to be derived from continuing use of the 

CGU and its ultimate disposal. Cash flow projections for financial forecasts are based on expected revenue, operating margins, working capital 
requirements and capital expenditure, which were approved by senior management. 

	� The expected revenues were based on market share assumptions, volume growth and price increases. No significant change in market share 
was assumed during the forecasted period and is based on the average market share in the period immediately before the forecast period. 
Volume growth was based on average growth experienced in recent years. The exchange rates used in the cash flow projections were 
consistent with external sources of information.

	 Operating margins reflect past experience but adjusted for any expected changes for the individual CGU’s.

	� These cash flow projections cover a five-year forecast period, which are then extrapolated into perpetuity using applicable terminal growth 
rates.

	� The key assumptions used in arriving at projected cash flows were as follows:

�	 Logistics Africa – Revenue growth and the operating margins.
	� Logistics International – Market share assumptions and operating margins. 
	� Vehicle import, distribution and dealerships – Volume growth, and exchange rates affecting the purchase price in relation to the vehicle selling 

price increases. 
	� Vehicle retail, rental and after market parts – Market share assumptions and operating margins.

	G rowth rates
	� Growth rates applied during the five year forecasted period were determined based on future trends within the industry, geographic location 

and past experience within the operating divisions. Growth rates can fluctuate from year to year based on the assumptions used to determine 
these rates.

	� The Group used steady growth rates (terminal growth rates) to extrapolate revenues beyond the forecasted period, which were consistent 
with publicly available information relating to long-term average growth rates for each of the markets in which each of the respective 
CGUs operates.

	 Discount rates applied
	� The discount rates present the current market assessment of the risks for each CGU, taking into consideration the time value of money and 

individual risks of the underlying assets that have not been incorporated in the cash flow projections. The discount rate calculations are 
derived from the CGU’s weighted average cost of capital and takes into account both the cost of debt and the cost of equity.

	� The cost of equity was arrived at by using the capital asset pricing model (CAPM) which, where necessary, takes into account an equity risk 
premium and a small stock premium. The CAPM uses market betas of comparable entities in arriving at the cost of equity. The cost of debt 
is based on the interest-bearing borrowings the CGU is obliged to service.

	� The debt to equity ratio was determined by applying market value weights based on theoretical target gearing levels, giving consideration 
to industry averages and using data of comparable entities.
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4.	Good will and intangible assets continued
	�G oodwill impairments
	� During the current year the Group impaired goodwill amounting to R38 million (2013: R139 million) in the following operating segments. 

The goodwill impairment is included within exceptional items in profit or loss.

2014
Rm

2013
Rm

Operating segment
Logistics Africa 30 107
Vehicle retail, rental and after market parts 8 32

38 139

	� The goodwill impairments are as a result of contracts lost and CGUs not achieving profit targets as originally estimated at the time of 
acquisition.

	C hange in key assumptions and conclusion
	� The directors believe that any reasonable possible change in the key assumptions on which the recoverable amount is based would not 

cause the aggregate carrying amount to exceed the aggregate recoverable amount of the CGU.

2014
Rm

2013
Rm

5. Investment in associates and joint ventures
Listed shares at cost  282  221 
Unlisted shares at cost  478  529 
Share of post-acquisition equity  463  222 

Carrying value of shares – equity accounted 1 223  972 
Indebtedness by associates and joint ventures  195  345 

–  Less than one year  112  17 
–  More than one year  83  328 

1 418 1 317 

Valuation of shares
Listed shares at fair value (Level 1 in the fair value hierarchy)  882  664 

Unrecognised share of losses of associates and joint ventures exceeding the Group’s 
interest in the associate and joint venture
Cumulative unrecognised losses at beginning of year  151  171 
Utilisation of unrecognised losses during the year (20)

Associate acquired as a subsidiary during the year (151)

Cumulative unrecognised losses at end of year   151 

	 Details of the Group’s material associates and joint ventures are reflected in note 39.5 on page 80.
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Land, buildings
 and leasehold 
improvements

Rm

Equipment
 and furniture

Rm

Motor 
vehicles

Rm
Aircraft

Rm
Total

Rm

6. Property, plant and 
equipment
At 30 June 2014
Cost 10 109 5 046  521 15 676 
Accumulated depreciation and impairment 1 648 3 325  234 5 207 

8 461 1 721  287  10 469 

Net carrying value at beginning of year 7 425 1 585  247 9 257 
Net acquisition of subsidiaries and businesses  21  15  26  62 
Additions 1 101  620  200 1 921 
Proceeds on disposal (311) (100) (123) (534)
Depreciation (148) (468) (75) (691)
Impairment charge (37) (1) (38)
Profit (loss) on disposal  150 (5)  6  151 
Currency adjustments  262  93  4  359 
Reclassifications (2) (18)  2 (18)

Net carrying value at end of year 8 461 1 721  287 10 469 

At 30 June 2013
Cost 8 819 4 508  451 13 778 
Accumulated depreciation and impairment 1 394 2 923  204 4 521 

7 425 1 585  247 9 257 

Net carrying value at beginning of year 6 260 1 442  256  122 8 080 
Net acquisition of subsidiaries and businesses (31)  39  6 (127) (113)
Additions 1 054  445  156  7 1 662 
Proceeds on disposal (58) (27) (116) (201)
Depreciation (130) (433) (69) (2) (634)
Impairment charge (14) (6) (20)
Profit (loss) on disposal  22 (3)  6  25 
Currency adjustments  338  164  6  508 
Reclassifications (16) (34)  3 (47)
Reclassification to assets classified  
as held for sale (2) (1) (3)

Net carrying value at end of year 7 425 1 585  247 9 257 

	� Depreciation is calculated on a straight-line basis to write off the cost of each component of an asset to its residual value over its estimated 
useful life as follows:

	 Buildings	 20 years
	 Equipment and furniture	 3 to 10 years
	 Motor vehicles	 3 to 5 years

	� In 2013 certain property, plant and equipment were encumbered as security for interest-bearing borrowings amounting to R32 million, refer 
to note 21.

	 The value of property, plant and equipment held under capitalised finance leases included above is R5 million (2013: R35 million).
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2014
Rm

2013
Rm

7. Transport fleet
Cost 10 990 9 808 
Accumulated depreciation and impairment 5 668 5 182 

5 322 4 626 

Net carrying value at beginning of year 4 626 4 336 
Net acquisition of subsidiaries and businesses  72 
Additions 1 550  891 
Proceeds on disposal (291) (300)
Depreciation (796) (704)
Impairment charge (1) (4)
Profit on disposal  39  20 
Currency adjustments  180  268 
Reclassifications  15  47 

Net carrying value at end of year 5 322 4 626 

	� Depreciation is calculated on a straight-line basis to write off the cost of each component of the transport asset to its residual value over its 
estimated useful life between 3 to 12 years.

	� Certain transport fleet assets have been encumbered as security for interest-bearing borrowings amounting to R399 million (2013: R274 million), 
refer to note 21.

	� The total value of transport fleet assets held under capitalised finance leases included above is R207 million (2013: R197 million).

2014
Rm

2013
 Rm

8. Vehicles for hire
Cost 2 942 3 130 
Accumulated depreciation and impairment  639  665 

2 303 2 465 

Net carrying value at beginning of year 2 465 2 321 
Net disposal of subsidiaries and businesses (35)
Additions 2 096 2 662 
Proceeds on disposal (1 569) (1 746)
Depreciation (654) (673)
Profit (loss) on disposal  2 (7)
Reclassification to assets classified as held for sale (54)
Reclassifications (37) (3)

Net carrying value at end of year 2 303 2 465 

	� Depreciation is calculated on a straight-line basis to write off the cost of each component of the vehicle to its residual value over  
its estimated useful life between 2 to 5 years.

	� Certain vehicles for hire have been encumbered as security for interest-bearing borrowings amounting to R23 million (2013: R48 million), 
refer to note 21.
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2014
Rm

Restated
2013

Rm

9. Deferred tax
Movement of deferred tax (assets) and liabilities
Net balance at beginning of year  404  177 
Adjustment resulting from the adoption of amendments to IAS 19 – Employee Benefits (19)
Charged to profit or loss
–  Current year (70)  111 
–  Prior year under provisions (51)  63 
–  Impairment charge  8  38 
–  Tax rate adjustment  2  1 
–  Capital gains tax (100) (21)
Recognised in other comprehensive income 30 (56)
Recognised direct in equity 21
Net acquisitions of subsidiaries and businesses (4)  68 
Currency adjustments  14  41 
Reclassification to assets classified as held for sale  1 

Net balance at end of year  254  404 

Analysis of deferred tax
–  Intangible assets  394  265 
–  Property, plant and equipment  284  158 
–  Transport fleet 648  599 
–  Vehicles for hire  50  101 
–  Investments  15  75 
–  Inventories (130) (159)
–  Provisions and maintenance contracts (690) (586)
–  Deferral of recoupments  129  106 
–  Retirement benefit obligation (164) (150)
–  Tax losses (316) (160)
–  Capital gains tax  67  146 
–  Other  (33)  9 

 254  404 

Deferred tax comprises:
Deferred tax assets (1 101) (1 094)
Deferred tax liabilities 1 355 1 498

254 404

Unrecognised tax losses
Unused tax losses available for offset against future profits (2 149) (1 537)
Deferred tax asset recognised in respect of such losses 1 127  570 

Remaining tax losses not recognised (1 022) (967)

	� Where entities within the Group are expecting to be profitable and have a high prospect of utilising any noted assessed losses in the future, 
deferred tax asset are raised. The assessments are performed on a continuous basis and if required the deferred tax asset raised is impaired. 
Management has assumed that the recoverability of the balance of the unrecognised losses is still in doubt because a trend of profitable 
growth in the respective entities has not yet been established and hence have not raised deferred tax assets on this balance.

	� Deferred tax assets were impaired where entities do not show signs of profitability in the future.
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2014
Rm

2013
Rm

10. Investments and loans
Investments
Listed at fair value 1 883 2 194 
Unlisted at fair value  309  843 

2 192 3 037 

Loans – at amortised cost  276  181 

Total investments and loans 2 468 3 218 

The above investments are categorised as follows:
Designated at fair value through profit or loss 1 983 3 023

–  Investment 1 674 2 166 
–  Fixed and negotiable deposits  309  857 

Available-for-sale  209  14 

2 192 3 037 

The maximum exposure to market risk at reporting date for investments designated  
as fair value through profit and loss equates their carrying value 1 983 3 023 

Effective interest rates on loans 5,0% – 11,5% 5,0% – 9,0%

Maturity analysis of investments and loans
–  Maturing within one year  163  595 
–  Maturing after one year but within five years  330  349 
–  Maturing after five years  175  94 

 668 1 038 
Investments realisable at short notice 1 800 2 180 

2 468 3 218 

	 For further disclosures refer to note 38.2.

2014
Rm

2013
Rm

11. Other financial assets
Reinsurance receivables  267  227 

For further disclosures refer to note 38.2.

12. Inventories
New vehicles 7 515 6 183 
Used vehicles 3 557 3 215 
Spares, accessories and finished goods 1 673 1 436 
Fast moving consumer goods  640  266 
Merchandise  192  191 
Work in progress  107  111 
Fuel and oil  90  90 

13 774 11 492 

Inventories carried at net realisable value included above 7 124 3 550 
Net amount of inventory write-down expensed in profit or loss  318  62 

Certain inventories have been encumbered as security for interest-bearing borrowings 
amounting to R417 million (2013: R435 million), refer to note 21.
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2014
Rm

2013
Rm

13. Trade and other receivables
Trade receivables 10 688 9 519 

–  Gross receivables 11 117 9 856 
–  Provision for doubtful debts (429) (337)

Prepayments and other receivables 1 189  607 
Derivative instruments  5  311 

11 882 10 437 

For further disclosures refer to notes 38.1.5 and 38.2.

14. Cash resources
Deposits and funds at call 1 379  810 
Cash on hand and at bank 1 724 1 034 

3 103 1 844 

Effective interest rates 0,1% – 5% 0,08% – 4,5%

For further disclosures refer to notes 38.2 and 38.3.

15. Assets classified as held for sale
Tourism disposal group
The tourism division had become subscale in the context of Imperial and consequently the 
Group disposed of its travel, tourism and coach charter businesses in September 2013. 

The major classes of assets and liabilities classified as held for sale at 30 June 2013 were as follows:
Assets
Intangible assets  1 
Property, plant and equipment  3 
Vehicles for hire  54 
Deferred tax assets  1 
Tax in advance  1 
Trade and other receivables  30 
Cash resources  4 

Assets classified as held for sale  94 

Liabilities
Trade and other payables and provisions  46 

Liabilities directly associated with assets classified as held for sale  46 
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2014
Rm

2013
Rm

16. Share capital and share premium
Authorised share capital
394 999 000 (2013: 394 999 000) ordinary shares of 4 cents each  15  15 
50 000 000 (2013: 50 000 000) deferred ordinary shares of 4 cents each  2  2 
15 000 000 (2013: 15 000 000) preferred ordinary shares of 4 cents each  1  1 
1 000 (2013: 1 000) redeemable preference shares of 4 cents each
40 000 000 (2013: 40 000 000) non-redeemable, non-participating  
preference shares of 4 cents each*  2  2 

 20  20 

Issued and fully paid share capital
207 815 753 (2013: 208 833 715) ordinary shares of 4 cents each  8  8 
11 025 236 (2013: 12 979 082) deferred ordinary shares of 4 cents each  1  1 

 9  9 

Share premium
Balance at the beginning of the year  373  13 
Ordinary shares issued during the year  360 

 373  373 

Share capital and share premium  382  382 

*	 For non-redeemable, non-participating preference shares in issue refer to note 19.

	� Directors’ authority to issue ordinary shares and non-redeemable preference shares
	� The directors have been given general authority until the next annual general meeting to issue:

>> not more than five percent of the issued ordinary share capital at 30 June 2013;
>> not more than five million of the non-redeemable, non-participating preference shares.

	 Ordinary shares
	 The ordinary shares carry one vote per share and are entitled to an ordinary dividend.

	 Deferred ordinary shares
	� Ukhamba, the BEE partner that owns an effective 10,1% shareholding in Imperial, facilitated the trading of its shares on an Over the Counter 

(OTC) Platform to allow our employees and beneficiaries in Ukhamba to monetise their value in Ukhamba. To allow for this, at a general 
meeting held on 21 October 2013, Imperial shareholders agreed to alter the conversion profile of the deferred ordinary shares to equal 
predetermined conversions over 12 years. As a result 831 469 deferred shares will convert annually starting on 30 June 2014, with the last 
conversion on 30 June 2025. The R70 million cost for altering the conversion profile of the deferred shares was charged to profit or loss with 
a corresponding entry to the share-based payment reserve.

	 To the end of the current financial year 11 730 153 (2013: 9 776 307) deferred ordinary shares have been converted into ordinary shares.

	 The deferred ordinary shares carry one vote per share and are not entitled to dividends.

	 Directors’ interests in issued share capital
	� At year-end the aggregate shareholdings of the directors in the issued ordinary share capital of the company are outlined in  

note 40.4 on page 87.

2014
Rm

2013
Rm

17. Shares repurchased
7 864 456 (2013: 7 864 456) ordinary shares  445  445
5 864 944 (2013: 5 864 944) ordinary shares held by Lereko accounted as shares repurchased * (665) (665)

(220) (220)

*	 For the accounting treatment refer to accounting policy 1.4 on page 16.
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2014
Rm

Restated
2013

Rm

18. Other reserves
Share-based payment reserve (for details about the Group’s share schemes refer note 18.2) (208) (267)
Hedge accounting reserve (68)  317
Statutory reserve  183  173
Foreign currency translation reserve (refer note 18.1) 1 470  951
Premium paid on purchase of non-controlling interests (refer note 18.3) (364) (157)
Valuation reserve  44  6
Changes in net assets of associates and joint ventures  92

1 149 1 023

The movements for other reserves are shown in the statement of changes in equity 
on pages 12 and 13.

18.1 Foreign currency translation reserve
Balance at beginning of year  951  259
Goodwill and intangible assets  346  674
Investments, loans, other financial assets, associates and joint ventures  83  83
Property, plant and equipment  359  508
Transport fleet  180  268
Deferred tax (14) (41)
Inventories  204  167
Current tax  5 (15)
Trade and other receivables  389  679
Cash resources  45  209
Non-controlling interests (14) (30)
Retirement benefit obligations (114) (159)
Interest-bearing borrowings (487) (857)
Insurance, investment, maintenance and warranty contracts (6) (10)
Other financial liabilities (2) (29)
Provisions for liabilities and charges (55) (95)
Trade and other payables (400) (660)

Balance at end of year 1 470  951

18.2 Share-based payment reserves
The following details applies to the Group’s share schemes.

Total rights authorised and currently allocated in terms of group share schemes

Number of rights

2014 2013

Share Appreciation Rights Scheme 10 925 436 11 216 355
Deferred Bonus Plan  305 495  119 363

Total rights currently allocated in terms of group share schemes 11 230 931 11 335 718

Share scheme details are as follows:

2014 2013

Number 
of rights

Weighted 
average

 exercise 
price 

(Rand)
Number 
of rights

Weighted 
average 
exercise 

price 
(Rand)

Share Appreciation Rights Scheme
Rights granted at beginning of year 11 216 355 148,05 11 631 363  102,01 
Rights allocated during the year 3 197 046  193,77 3 933 387  195,20 
Rights exercised during the year (2 685 895)  84,46 (3 900 620)  55,32 
Rights forfeited during the year (802 070) 161,64 (447 775)  127,96 

Unexercised rights at end of year 10 925 436 176,38 11 216 355  148,05 
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18.	 Other reserves continued

	 18.2	 Share-based payment reserves continued

Share scheme details are as follows:

Number of rights

2014 2013

Deferred Bonus Plan

Rights granted at beginning of year  119 363  111 930

Rights taken up during the year (99 539) (111 930)
Rights forfeited during the year (19 824)

Prior year rights carried forward
Rights allocated during the year  305 495  119 363

Unexercised rights at end of year  305 495  119 363

Share Appreciation Rights Scheme – details of rights  
by year of grant

Number of 
rights

Average 
exercise 

price
(Rand)

Expiry 
date

Grant date

June 2008  49 373  49,46 May 2015

June 2009  92 485  55,32 June 2016

June 2010  269 862  96,71 June 2017

June 2011 1 195 202  116,59 June 2018

June 2012 2 458 786  170,57 June 2019

June 2013 3 662 682  195,20 June 2020
June 2014 3 197 046  193,77 June 2021

Total unexercised rights at end of year 10 925 436

Total weighted average price  176,38 

		�  Upon exercise by participants the Group will settle the value of the difference between the exercise and grant price by delivering 
shares, alternatively as a fall back provision only by settling the value in cash.

		�  The company purchased 2 123 775 ordinary shares in 2010 as a hedge against the company’s obligation to deliver shares in terms 
of the Share Appreciation Rights Scheme and Deferred Bonus Plan (Share Schemes). In 2013, upon vesting of the 2009 allocation 
of the Share Appreciation Rights in terms of the rules of the Share Schemes, shares repurchased were issued for settlement of the 
company’s obligations. Based on prior years’ vesting experience, hedges have been purchased to cover the anticipated number of 
share appreciation rights that will convert.

Deferred Bonus Plan – details of rights still unexercised by year of grant#

Number 
of rights

Expiry 
date

Grant date
June 2014  305 495 September 2017

Total unexercised rights at end of year  305 495

Deferred Bonus Plan – details of rights taken up and not vested#

Number 
of rights

Vesting 
date

Rights taken up

September 2011  123 542 September 2014

September 2012  96 116 September 2015

September 2013  88 276 September 2016
June 2014  60 787 June 2017

#	� Rights entitle participants to invest a portion of their after-tax bonus in Imperial shares, which, if held for three years, will be matched by the 
company on a one-for-one basis by the allocation of an equal number of Imperial shares for no consideration.
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		  The fair values for the share-based payment reserve is calculated using a Black-Scholes pricing model. 

		  The inputs into the model established at the grant dates and which have not changed were as follows:

2014 2013 2012 2011

Share Appreciation Rights Scheme 

Volatility (%)  28,41  29,50  30,80  33,30 

Weighted average share price (Rand)  193,77  195,20  170,57  116,59

Weighted average exercise price (Rand)  193,77  195,20  170,57  116,59

Weighted average fair value (Rand)  46,67  47,02  43,24  36,14

Expected life (years)  4,28  4,32  4,26  3,24 

Average risk-free rate (%)  7,75  6,50  5,85  7,13 
Expected dividend yield (%)  4,34  3,89  3,28  3,60 

Deferred Bonus Plan

Volatility (%)  28,41  29,50  30,80  33,30 

Weighted average share price (Rand)  193,77  195,20  170,57  116,59 

Weighted average fair value (Rand)  168,45  171,89  153,56  103,17 

Expected life (years)  3,23  3,27  3,20  3,24 

Average risk-free rate (%)  7,75  6,50  5,85  7,13 
Expected dividend yield (%)  4,34  3,89  3,28  3,60 

		�  The volatilities were determined by calculating the historical volatility of the company’s share price over the previous five years. The 
expected life is determined by the rules of the schemes which dictate the final expiry date.

	�	�  The current year’s share based payment expense charged to profit or loss amounted to R104 million. A current income tax benefit 
of R10 million was recognised directly in equity.

	 18.3	 Premium paid on purchase of non-controlling interests
		�  The effects of changes in the Group’s ownership interest in subsidiaries that did not result in a loss of control during the year were 

as follows:

R million

Decrease 
in equity 

attributable 
to owners 

of Imperial

Increase 
(decrease) in

 non-controlling
 interests

Consideration
amount 

In May 2014 the Group acquired a further 15% ownership 
interest from a non-controlling shareholder of Eco Health Limited 
thereby increasing its interest from 53% to 68%. The transaction 
resulted in a decrease in the put option liability of R289 million 
with a corresponding entry to equity.  (176) (97)  273
Aggregate of immaterial transactions  (49)  1  48

2014  (225) (96)  321

The effects of changes in the Group’s ownership interest in 
subsidiaries that did not result in a loss of control during the 
prior year were as follows:
Aggregate of immaterial transactions (11)  2  9

2013 (11)  2  9
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2014
Rm

2013
Rm

19. Non-redeemable, non-participating preference shares
Non-redeemable, non-participating preference shares at cost  441  441

4 540 041 preference shares were issued during the 2007 financial year and are listed on the JSE 
under specialist securities – preference shares sector.

These shares are entitled to a preference dividend being 82,5% of the prime interest rate. The 
company is obligated to pay any arrear dividends within five years from the proceeds raised by 
issuing new ordinary shares within six months prior to such payment. Because of the cumulative 
nature of these preference shares they are classified as debt with no repayment terms.

The coupon is payable semi-annually on 1 April and 1 October and annually this amounts  
to R33 million (2013: R32 million) which is included in finance cost in profit or loss.

20. Retirement benefit obligations
Defined contribution plans
The Group provides retirement benefits through independent funds under the control of trustees and 
all contributions to those funds are charged to profit or loss. The large majority of South African 
employees, other than those employees required by legislation to be members of various industry 
funds, are members of the Imperial Group Pension Fund and the Imperial Group Provident Fund which 
are governed by the Pensions Funds Act, 1956.

Total cost charged to profit or loss  676  597

Defined benefit plans
Imperial Logistics International GmbH, a subsidiary located in Germany, operates a number  
of defined benefit plans for its employees in Europe with a majority of the plans being unfunded. 
Under the plans the employees are entitled to retirement benefits which are dependent on seniority, 
length of service and level of pay.

The benefit obligations in Europe are provided for based on actuarial valuations prepared using the 
projected unit credit method, with the following assumptions: % %

–  Discount rate  3,00  2,80 
–  Projected pension payment increase  1,75  2,00 
–  Projected salary and other contribution increase  2,00  2,00 
–  Fluctuation rate (depends on the age of male or female) 0 – 8,00 0 – 8,00

The latest actuarial valuation was performed in June 2014. In the opinion of the actuary,  
the provision for the defined benefit obligations is adequate. The next valuation will be conducted in 
June 2015.

	� The amounts, included in staff costs, recognised in profit or loss in respect of the plans are as follows:

2014
Rm

Restated 
2013

Rm

Current service cost  25  14
Expected return on plan assets (1)
Interest costs  30  33

 55  46

The amount included on the statement of financial position arising from the Group’s obligations are as 
follows:
Defined retirement benefit obligations
Carrying value at beginning of year 1 014  590
Adjustment resulting from the adoption of amendments to IAS 19 – Employee Benefits  61
Remeasurement in other comprehensive income (64)  186
Payments to retired employees (38) (32)
Plan assets transferred  2  4
Currency adjustments  114  159
Amounts charged to profit or loss  55  46

Carrying value at end of year 1 083 1 014
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	� The adoption of amendments to IAS19 – Employee Benefits, as outlined in note 2, resulted in the recognition of all previously unrecognised 
actuarial gains and losses so that the net pension liability reflect the full value of the plan deficit.

	� The expected payments to retired employees for the next financial year is R40 million and the average duration of the retirement plans 
varies from 9 to 37 years with a median of 15 years.

	� A quantitative sensitivity analysis for significant assumptions as at 30 June 2014 is as shown below:

Assumptions Discount rate Future pension cost
Sensitivity level 1% increase 1% decrease 1% increase 1% decrease

Impact on defined benefit obligation (R million) (155)  195  140 (118)

	 Based on past experience life expectancy is assumed to remain unchanged.

	� The sensitivity analysis have been determined based on a method that extrapolates the impact on the defined benefit obligation as a result 
of reasonable changes in the key assumptions occurring at the end of the reporting period.

2014
Rm

2013
Rm

21. Interest-bearing borrowings
Long-term
–  Loans secured by mortgage bonds over fixed property  96  93
–  Liabilities under capitalised finance leases  211  173
–  Instalment sale creditors secured by assets  20  50
–  Corporate bonds listed on the Bond Exchange of South Africa 5 837 4 330

    –  IPL 4 – matured in March 2014 1 533
    –  IPL 5 – maturing in September 2015  500  500
    –  IPL 6 – maturing in September 2017 1 536 1 536
    –  IPL 7 – maturing in April 2018  762  761
    –  IPL 8 – maturing in October 2020 1 525
    –  IPL 9 – maturing in May 2021  756
    –  IPL 10 – maturing in May 2021  758

–  Syndicated bank term loan – maturing in September 2016 3 467 3 257
–  Bilateral loan – maturing in November 2018 1 080
–  Revolving credit facility term loan – maturing in March 2021 1 500
–  Unsecured loans  128  337

12 339 8 240
Short-term
–  Unsecured loans, call borrowings and bank overdrafts 1 601 1 633
–  Commercial paper  604  695

Total borrowings at amortised cost 14 544 10 568
Less: Current portion of interest-bearing borrowings 2 697 4 995

Long-term borrowings 11 847 5 573
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21.	 Interest-bearing borrowings continued

Interest rate analysis

Current year 
effective rates 

(%)
2014

Rm
2013

Rm

Fixed
– � Mortgage bonds, capitalised finance leases  

and instalment sale creditors 3,0 – 7,0  245  154
– � Capitalised finance leases 16,0  28
– � Corporate bonds – IPL 4 9,1 1 533
– � Corporate bonds – IPL 6 9,8 1 536 1 536
– � Corporate bonds – IPL 10 9,4  758
– � Syndicated bank term loan 3,1 – 3,5 2 480 2 618
– � Unsecured loans 2,0 – 6,0  116  30
–  Bilateral loan – maturing in November 2018 2,5 1 080

Variable linked
– � Mortgage bonds, capitalised finance leases and instalment sale 

creditors 8,0 – 10,0  82  134
– � Corporate bonds – IPL 5 7,1 – 7,7  500  500
– � Corporate bonds – IPL 7 6,6 – 7,2  762  761
– � Corporate bonds – IPL 8 6,7 – 7,5 1 525
– � Corporate bonds – IPL 9 7,4 – 7,5  756
– � Syndicated bank term loan 1,4 – 2,6  987  639
– � Revolving credit facility term loan – maturing in March 2021 7,3 – 7,4 1 500
– � Unsecured loans 4,0 – 9,0  230  207
– � Floorplan – Unsecured loans 4,0 – 11,0  731  696
– � Commercial paper 5,3 – 5,9  604  695
– � Notice loans 5,0 – 5,5  142
– � Call borrowings 4,5 – 7,5  583  867
– � Bank overdrafts 1,7 – 6,0  69  28

14 544 10 568

Capitalised finance leases

More than 
five years

Rm

One to 
five years

Rm

Less than 
one year

Rm
2014

Rm
2013

Rm

Total minimum lease payments 61 107 75  243  196
Amounts representing finance charges (7) (25) (32) (23)

Present value of minimum lease payments  61  100  50  211  173

Summary of long-term borrowings by 
currency and year of redemption or 
repayment

2019 and
 onwards

Rm
2018

Rm
2017

Rm
2016

Rm
2015

Rm
2 014

Rm
2 013

Rm

Rm Rm Rm Rm Rm Rm
SA rand 4 550 2 298  1  523 1 395 8 767 6 333
British pound  204  204  176
Euro  291  353 3 009  772  537 4 962 3 525
Australian dollar  13  1  1  1  429  445  452
Other  3  3  12  16  132 166  82

4 857 2 655 3 023 1 312 2 697 14 544 10 568

	� The Syndicated bank term loan which commenced in September 2012 has repayments of 6,25% every six months and 50% on maturity in 
September 2016.
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Details of encumbered assets

Debt secured
Net carrying value of 
assets encumbered

2014
Rm

2013 
Rm

2014 
Rm

2013 
Rm

Property, plant and equipment (refer to note 6)  29  32
Transport fleet (refer to note 7)  310  249  399  274
Vehicles for hire (refer to note 8)  18  39  23  48
Inventories (refer to note 12)  427  452  417  435

 755  769  839  789

Borrowing facilities
2014

Rm
2013

Rm

Total facilities established 13 401 10 870
Less: Utilised 6 698 4 990

Unutilised borrowing capacity 6 703 5 880

	� In terms of the memorandum of incorporation the borrowing powers of the Group are unlimited.

	� For interest-rate swap arrangements and futher disclosures refer to notes 38.1.3, 38.1.6, 38.2 and 38.3.

2014
Rm

2013
Rm

22. Insurance, investment, maintenance and  
warranty contracts
Long-term insurance funds  830  713
Short-term insurance funds  575  570
Maintenance and warranty contracts 2 905 2 687

4 310 3 970

Maturity analysis of insurance, investment, maintenance and warranty contracts
–  Maturing within one year 1 398  905 
–  Maturing after one year but within five years 2 180 2 445 
–  Maturing after five years  732  620 

4 310 3 970 

See Annexure A for details on insurance funds.

23. Other financial liabilities
Cross currency and interest-rate swap instruments  199  172
Contingent consideration liabilities  92  214
Loans payable  430  33
Put option liability  990

1 711  419

	� The put option liability is to the non-controlling shareholders of Eco Health Limited who have the right to put their remaining shareholding 
in Eco Health Limited to Imperial Mobility International B.V. Netherlands.

	� For a maturity analysis and further disclosures refer to notes 38.1.6 and 38.2.
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Insurance 
claims

2014
Rm

Dismantling 
and 

environmental
 risk

2014
Rm

Other
2014

Rm

Total
2014

Rm

Restated
Total
2013

Rm

24. Provisions for liabilities 
and other charges
At 30 June 2014
Carrying value at beginning of year  194  397  266  857 1 652
Reclassified to trade and other payables (766)

Amounts added  84  79  292  455  421
Unused amounts reversed (1) (38) (20) (59) (54)

Charged to profit or loss  83  41  272  396  367
Amounts utilised (159) (80) (158) (397) (401)
Net acquisitions of subsidiaries and businesses  54  54  28
Currency adjustments  1  44  10  55  95
Reclassifications  5  6  4  15 (118)

Carrying value at end of year  125  408  448  980  857

Maturity profile
Maturing in less than one year 87 117  304  508  496
Maturing in one to five years 17 71  134  222  229
Maturing in more than five years 20 220  10  250  132

125 408  448  980  857

	 Certain of the insurance claims provisions are potentially recoverable from third parties.

	� Dismantling provisions are raised when a contractual obligation exists to remove buildings or leasehold improvements after termination  
of the underlying lease contract. The provision for environmental risks include the discounted cost for ongoing ground and water treatment 
at certain sites and possible risks identified during the environmental due diligence undertaken in the course of the Lehnkering acquisition. 

	 Other provisions include after sales provisions of R113 million and onerous contract provisions of R100 million. 

	 The ageing fairly reflects the timing and amounts of the estimated payments to be made. 

2014
Rm

2013
Rm

25. Trade and other payables
Trade payables and other accruals 15 869 14 833
Deferred income  85  81
Derivative instruments  47

16 001 14 914

For further disclosures refer to notes 38.1.6 and 38.2.
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2014
Rm

Restated
2013

Rm

26. Revenue
26.1 An analysis of the Group’s revenue is as follows:

Sale of goods 57 497 52 544
Rendering of services 43 194 36 665
Gross premiums received 2 802 3 049
Other  74  124

103 567 92 382

Revenue includes:

26.2 Revenue received by subsidiaries from the Group’s 
associates and joint ventures
Sale of goods  5  7
Rendering of services  132  74

 137  81

Revenue excludes:

26.3 Revenue between subsidiaries
Sale of goods 1 767 1 974
Rendering of services 1 263 1 092
Gross premiums received  10  40
Other  3

3 040 3 109

27. Net operating expenses
Purchase of goods 53 217 48 779
Changes in inventories (1 053) (2 136)
Cost of outside services 15 689 12 509
Reinsurance, claims and premium costs 1 655 1 928
Staff costs 14 472 12 705
Staff share-based costs  104  116
Other operating income (1 662) (1 411)
Other operating costs 12 775 11 732

95 197 84 222

The above costs include:
Auditors’ remuneration
–  Audit fees  65  58
–  Consulting services  6  2

 71  60

Rental and operating lease charges
–  Property 1 085 1 039
–  Plant and equipment  404  175
–  Vehicles  14  70
–  Transport fleet  232  346
–  Other  23  18

1 758 1 648

Additional lease charges contingent upon turnover
–  Property  7  28

 7  28

Consultancy and other technical fees  167  157

Investment income (247) (192)

Interest income (162) (132)
Dividends received by investment type
–  Investments designated as fair value through profit or loss (83) (29)
–  Available-for-sale investments (2) (31)

Fair value gains on investments
–  Gains on investments designated as fair value through profit and loss (188) (171)
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2014
Rm

2013
Rm

28. Depreciation, amortisation, impairments and 
recoupments
Depreciation and amortisation
Intangible assets  76  65

Total amortisation of intangible assets  412  319
Less: amortisation of intangible assets arising on business combinations (336) (254)

Property, plant and equipment  691  634
Transport fleet  796  704
Vehicles for hire  654  673

2 217 2 076
Impairments
Intangible assets  7  3
Plant and equipment  1  6
Transport fleet  1  4

2 226 2 089
Recoupments
Intangible assets  1 (3)
Plant and equipment (1) (3)
Transport fleet (39) (20)
Vehicles for hire (2)  7

2 185 2 070

Recoupments from sale of properties, net of impairments
Recoupments from sale of properties  150  22
Impairment of properties (37) (14)

 113  8

Certain properties have been impaired based on the location and condition of the properties.

29. Exceptional items
Impairment of goodwill (IAS 36) (refer to note 4) (38) (139)
Loss on disposal of investments in associates and joint ventures (IAS 28) (7) (7)
Profit (loss) on disposal of subsidiaries and businesses (IFRS 10)  81 (32)

Gross exceptional items  36 (178)
Tax expense (6) (8)

Net exceptional items attributable to owners at Imperial  30 (186)

30. Financing cost
Interest paid on financial liabilities not at fair value through profit or loss 1 052  769
Interest paid on financial liabilities designated as fair value through profit or loss  71
Foreign exchange loss on monetary items  254
Fair value gains arising from interest-bearing borrowings and interest-rate swap instruments (254)

Finance cost including fair value gains and losses 1 052  840
Finance income on financial assets not fair valued through profit or loss (126) (96)

 926  744
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2014
Rm

Restated
2013

Rm

31. Income tax expense
South African normal tax
–  Current 1 056 1 054
–  Prior year under (over) provisions  69 (59)

1 125  995

Foreign tax
–  Current  346  206
–  Prior year under (over) provisions  1 (8)
–  Tax rate adjustment  2 (2)

 349  196

 Deferred tax
–  Current (70)  111
–  Prior year under (over) provisions (51)  63
–  Impairment charge  8  38
–  Tax rate adjustment  2  1

(111)  213

Withholding and secondary taxes  11  9

Capital gains tax
–  Current  56  13
–  Deferred  24
–  Prior year overprovision of deferred tax (100) (45)

(44) (8)

Income tax expense 1 330 1 405

Reconciliation of tax rates: % %
Profit before tax, excluding share of result of associates and joint ventures – effective tax rate  27,2  28,1
Income tax effect of:
–  Foreign tax differential  0,4  0,2
–  Tax assets not recognised and deferred tax impairments (0,5) (2,0)
–  Disallowable charges and capital losses (4,1) (6,8)
–  Exempt and capital income 4,6  8,4
–  Withholding and secondary taxes (0,2) (0,2)
–  Capital gains tax (1,1) (0,7)
–  Prior year net overprovisions  1,7  1,0

 28,0  28,0

	� Based on its interpretation of tax law and prior experience the Group believes that its accrual for tax liabilities are adequate  
for all open tax years.
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2014
Rm

Restated
2013

Rm

32. Earnings per share
Ordinary shares
Net profit attributable to owners of Imperial – basic earnings 3 272 3 296
Saving of finance costs by associate on potential sale of Imperial shares  60  43

Diluted earnings 3 332 3 339

Weighted average number of ordinary shares in issue (million)  193,9  191,6 
Basic earnings per share (cents) 1 687 1 720

Weighted average number of ordinary shares (million)  193,9  191,6 
Adjusted for weighted average potential ordinary shares resulting from:
–  Conversion of deferred ordinary shares to ordinary shares (million)  1,6  5,9 
–  Potential disposal of shares held by an associate (million)  4,5  4,6 
–  Potential ordinary shares to be delivered in terms of share schemes (million)  0,1 

Weighted average number of ordinary shares for diluted earnings (million)  200,0  202,2 

Diluted earnings per share (cents) 1 666 1 651

	 Headline earnings and diluted headline earnings per share is calculated as follows:

Gross 
amount

Income 
tax

Non-controlling
 interest

 2014 
Rm

Restated
 2013 

Rm

Earnings – diluted 3 332 3 339
Impairment of property, plant and equipment, 
transport fleet and vehicles for hire (IAS 36)  39 (1)  38  21
Impairment of intangible assets (IAS 36)  7 (2)  5  2
Profit on disposal of property, plant and equipment, 
transport fleet and vehicles for hire (IAS 16) (192)  38  2 (152) (25)
Profit on disposal of intangible assets (IAS 38)  1  1 (2)
Exceptional items (36)  6 (30)  186
Realised gain on disposal of available-for-sale 
investments (IAS 39) (1) (1) (7)
Adjustments included in result of associates and 
joint ventures  18  18 (13)

Headline earnings – diluted 3 211 3 501
Saving of finance costs by associate on potential 
sale of Imperial shares (60) (43)

Headline earnings – basic 3 151 3 458

Weighted average number of ordinary shares  
in issue (million)  193,9  191,6 
Basic headline earnings per share (cents) 1 625 1 805

Weighted average number of ordinary shares for 
diluted earnings (million)  200,0  202,2 
Diluted headline earnings per share (cents) 1 606 1 731
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	 Core earnings and diluted core earnings per share is calculated as follows: 

Gross 
amount

Rm

Income
 tax
Rm

Non-
controlling

 interest
Rm

 2014 
Rm

 Restated
2013 

Rm

Headline earnings – diluted 3 211 3 501
Amortisation of intangible assets arising on business 
combinations  336 (97) (10)  229  176
Net cost of meeting obligations under onerous contract  64 (20)  44
Change in economic asumptions on insruance funds  7 (2)  5
Charge for amending the converson profile  
of deferred shares  70  70
Remeasurement of put option liability  16  16
Business acquisition costs  22  22  15
Remeasurement of contingent considerations and put 
option liabilities (18) (18) (66)
Adjustments included in result of associates  
and joint ventures  3

Core earnings – diluted 3 579 3 629
Saving of finance costs by associate on potential sale 
of Imperial shares (60) (43)

Core earnings – basic 3 519 3 586

Weighted average number of ordinary shares  
in issue (million)  193,9  191,6 
Basic core earnings per share (cents) 1 815 1 872

Weighted average number of ordinary shares for 
diluted earnings (million)  200,0  202,2 
Diluted core earnings per share (cents) 1 790 1 795
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2014 
Rm

Restated 
 2013

Rm

33. Notes to the consolidated statement of cash flows 
33.1 Cash generated by operations before capital 

expenditure on rental assets
Profit before net financing costs 5 807 5 751

  Amortisation of intangible assets, net of recoupments  77  62

  Amortisation of intangible assets arising on business combinations  336  254

  Depreciation of property, plant and equipment  691  634

  Depreciation of transport fleet, net of recoupments  757  684

  Depreciation of vehicles for hire, net of recoupments  652  680

  Profit on disposal of property, plant and equipment (151) (25)

  Impairment of assets  46  27

  Exceptional items (36)  178

  Fair value gains on investments (188) (171)

  Foreign exchange gains (15) (92)

  Fair value gains  28  118

  Gain on disposal of available-for-sale financial assets (1) (10)

  Recognition of share-based costs  104  116

  Charge for amending the conversion profile of the deferred ordinary shares  70

  Net movement in insurance, investments, maintenance and warranty contracts  352  622

  Remeasurement of contingent consideration liabilities (18) (66)

  Remeasurement of put option liability  16

  Business acquisition costs  22  15
  Increase in retirement benefit obligations  19  18

Cash generated by operations before changes in working capital 8 568 8 795
Working capital movements
  Increase in inventories (1 186) (2 289)
  Increase in trade and other receivables (925) (448)
  (Decrease) increase in trade and other payables and provisions (768) 1 133

5 689 7 191
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2014 
Rm

 Restated
2013

Rm

33.2 Acquisition of subsidiaries and businesses
Goodwill  579  331

Intangible assets  949  323

Property, plant and equipment  62  95

Transport fleet  72

Inventories  957  151

Trade and other receivables  431  442

Cash resources  358  49

Net deferred tax asset (liabilities)  4 (70)

Non-controlling interests (279) (21)

Interest-bearing borrowings (580) (73)

Other financial liabilities (69) (8)

Provisions for liabilities and other charges (58) (28)

Trade and other payables (1 428) (482)
Net current tax liabilities (15) (5)

Purchase consideration transferred  911  776

Contingent consideration (75)

Deferred liability (299)

Fair value of previously held interest (1)

Business acquisition costs  22  15
Cash resources acquired (358) (49)

Cash flow on acquisition  276  666

33.3 Disposal of subsidiaries and businesses#

Intangible assets  2  6

Investments, loans, associates and joint ventures  173

Property, plant and equipment  3  208

Net deferred tax assets (liabilities)  1 (2)

Vehicles for hire  54  35

Inventories  1  180

Trade and other receivables  61  497

Cash resources  29  21

Non-controlling interests (2) (113)

Net current tax liabilities (3)

Interest-bearing borrowings  4 (526)

Provisions for liabilities and other charges (4) (17)
Trade and other payables (84) (279)

Net assets disposed  65  180

Cash resources disposed (29) (21)

Fair value of listed shares received (Level 1 in the fair value hierarchy) (168)

Liability incurred  30
Profit (loss) on disposal of subsidiaries and businesses  81 (32)

Cash flow on disposal (21)  127

#	 Includes the disposal of the tourism business that was classified as held-for-sale at 30 June 2013.



60 IMPERIAL HOLDINGS LIMITED Annual financial statements 2014

Notes  to  the  consol idated  annual  f inanc ial  s tatements  –  continued
for the year ended 30 June 2014

2014 
Rm

 2013
Rm

33. Notes to the consolidated statement of cash flows 
continued
33.4 Net replacement capital expenditure –  

excluding rental assets
Expenditure

–  Intangible assets (145) (116)

–  Plant and equipment (820) (608)
–  Transport fleet (714) (537)

(1 679) (1 261)

Proceeds on disposals

–  Intangible assets  3  7

–  Plant and equipment  223  143
–  Transport fleet  291  300

 517  450

Net expenditure

–  Intangible assets (142) (109)

–  Plant and equipment (597) (465)
–  Transport fleet (423) (237)

(1 162) (811)

33.5 Cash and cash equivalents
Cash resources 3 103 1 844

Cash resources included in assets classified as held for sale  4
Short-term loans and overdrafts (2 205) (2 328)

 898 (480)

34. ORDINARY Dividends
Interim
–  In the current year a dividend of 400 cents per share was paid on 31 March 2014
–  In the prior year a dividend of 380 cents per share was paid on 2 April 2013
Final
–  A dividend of 420 cents per share is payable on 29 September 2014
–  In the prior year a dividend of 440 cents per share was paid on 30 September 2013
Dividends are reflected gross of tax.
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2014 
Rm

 2013
Rm

35. Commitments
Capital expenditure commitments to be incurred
Contracted 1 605  624
Authorised by directors but not contracted  680  311

2 285  935

	� The commitments are substantially for the replacement of transport vehicles and the construction of buildings to be used by the Group, which 
will be financed from proceeds on disposals and existing facilities.

More than 
five years

Rm

One to five 
years

Rm

Less than 
one year

Rm
2014

Rm
2013

Rm

Operating lease payables

Property 798 1517 746 3 061 3 059

Vehicles 8 4  12  22

Plant and equipment 35 29  64  95
Transport fleet 121 528 440 1 089 1 564

 919 2 088 1 219 4 226 4 740

Operating lease receivables

Property 10 25 25  60  70

Vehicles 2 364 195  561  446
Plant and equipment 2 2  4  4

12 391 222  625  520

36. Contingent liabilities
Subsidiary companies have received summons for claims amounting to R16 million. The Group  
and its legal advisors believe that these claims are unlikely to succeed.  16  13

The Group has contingent liabilities in respect of guarantees issued to bankers and others, on behalf  
of associates, for facilities in the normal course of business to the extent that they are used.  
The utilisation of facilities was:  84  71

Guarantees issued by Imperial Logistics International GmbH  137  130

As part of the NAC sale in 2013 Imperial Holdings have issued a guarantee to secure vendor funding  
for five years for R80 million.  80  80

Except for the above claims, there is no current or pending litigation that is considered likely  
to have a material adverse effect on the Group.
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37.	 Related party transactions
	� The company has no holding company. Subsidiaries, associates, joint ventures, and the group pension and provident funds, are considered 

to be related parties. During the year the company and its subsidiaries, in the ordinary course of business, entered into various sale and 
purchase transactions with associates and joint ventures. These transactions occurred under terms that are no less favourable than those 
arranged with third parties.

	� From time to time, in the normal course of business, Imperial and its divisions make use of private aircraft hired from competitively selcted 
charter companies, two of which operate aircraft indirectly beneficially owned by the Group’s Chief Executive, Mark Lamberti.

	 Interest of directors in contracts
	� The directors have confirmed that they were not interested in any transaction of any significance with the company or any of its subsidiaries. 

Accordingly, a conflict of interest with regard to directors’ interest in contracts does not exist.

	 Subsidiaries
	 Details of interests in principal subsidiaries are disclosed in note 39.1.

	 Shareholders
	 The top 10 shareholders of the company at 30 June 2014 were as follows:

Share class
Number of 

shares (000)
% of issued 

voting capital

Public Investment Corporation Ltd Ordinary 25 613  12,1
Lynch Family Holdings Ordinary 8 542  4,0 
Ukhamba Holdings (Pty) Ltd Ordinary 11 730  5,6 
Ukhamba Holdings (Pty) Ltd Deferred Ordinary 11 025  5,2 
Lazard Asset Management LLC Group Ordinary 13 865  6,6 
Fidelity International Ltd Ordinary 9 235  4,4 
JP Morgan Asset Management Ordinary 7 507  3,6 
Coronation Asset Management (Pty) Ltd Ordinary 7 148  3,4 
Trilogy Global Advisors LP Ordinary 6 269  3,0 
Lereko Mobility (Pty) Ltd Ordinary 6 008  2,8 
BlackRock Inc Ordinary 4 826  2,3 

	 A director has shareholdings in certain subsidiaries and receives dividends.
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	 Associates and joint ventures

	 Details of material investments in associates and joint ventures are disclosed in note 39.5.

	 Details of revenue derived from associates and joint ventures are outlined in note 26.2.

2014
Rm

2013
Rm

Purchase of goods and services from associates and joint ventures  863 1 054

Key management personnel
Key management personnel are directors and those executives having authority and 
responsibility for planning, directing and controlling the activities of the Group.

The Group reassessed the number of people that constitutes key personnel and adjusted 
the numbers accordingly.

At a Group level, key personnel are the executive committees for the six divisions and 
for the Group.

Key management personnel remuneration comprises:
Non-executive directors’ fees*  22  5
Short-term employee benefits  214  981
Long-term employee benefits  13  61
Termination benefits   2

249 1 049

Number of key management personnel 54  603

Net gains on share options 103  390

The Group has many different operations, retail outlets and service centres where the Group’s 
staff may be transacting.

Key management have to report any transactions with the group in excess of R100 000.  
The total value of the goods and services supplied to or from key management on an arm’s 
length basis amounted to:  32  38

The Group received insurance premiums on an arm’s length basis from the group pension  
and provident funds to the amount of:  10  70

The Group pays for legal services on an arm’s length basis from a firm of attorneys in which  
a director of the company has an interest, amounting to:  14  13

*	 HR Brody served as an executive director until 28 February 2014. His full remuneration is included in Non-executive directors’ fees.
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38.	Finan cial instruments
	 38.1	F inancial risk factors
		�  The Group’s treasury activities are aligned to the company’s decentralised business model and the asset and liability committee’s 

(Alco) strategies. The Alco is a board subcommittee responsible for implementing best practice asset and liability risk management 
with its main objectives being the management of liquidity, interest rate, price and foreign exchange risk. The Alco meets every 
quarter and follows a comprehensive risk management process. The treasury implements the Alco risk management policies and 
directives and provides financial risk management services to the various divisional businesses, coordinates access to domestic and 
international financial markets for bank as well as debt capital markets funding. The treasury monitors and manages the financial 
risks relating to the operations of the Group through internal risk reports which analyse exposures by degree and magnitude of risks. 
These risks include market risk (including foreign exchange risk, interest rate risk, and price risk), credit risk and liquidity risk. 

		�  The day-to-day management of foreign exchange risk and credit risk is performed on a decentralised basis by the various business 
units within the Group’s hedging policies and guidelines. 

		�  The Group’s objectives, policies and processes for measuring and managing these risks are detailed below.

		�  The Group seeks to minimise the effects of these risks by matching assets and liabilities as far as possible or by using derivative 
financial instruments to hedge these risk exposures. 

		�  The Group does not enter into or trade in financial instruments, including derivative financial instruments, for speculative purposes. 
The Group enters into financial instruments to manage and reduce the possible adverse impact on earnings from changes in interest 
rates and foreign exchange rates. 

	 38.1.1	Market risk
	�	�  This is the risk that changes in the general market conditions, such as foreign exchange rates, interest rates, commodity prices and 

equity prices may adversely impact on the Group’s earnings, assets, liabilities and capital.

		�  The objective of market risk management is to manage and control market risk exposures within acceptable parameters, whilst 
optimising the return on risk.

		�  The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates, interest rates and equity 
prices.

	 38.1.2	Currency risk
		�  This is the risk of losses arising from the effects of adverse movements in exchange rates on net foreign currency asset  

or liability positions.

		�  The Group undertakes certain transactions denominated in foreign currencies, hence exposures to exchange rate fluctuations arise. In 
order to manage these risks, the Group may enter into hedging transactions, which make use of derivatives. Derivative instruments 
are used by the Group for hedging purposes. Such instruments include forward exchange contracts, futures and certain currency 
options authorised by Alco.

		�  The policy of the Group is to maintain a fully covered foreign exchange risk position in respect of foreign currency commitments 
with a few exceptions authorised by the Alco. Automotive spare parts may be settled in the spot markets and where specific South 
African Exchange Control authorisation has been obtained from authorised dealers in foreign exchange up to 75% of forecast annual 
sales can be covered. The day-to-day management of foreign exchange risk is performed on a decentralised basis by the various 
business units within the Group’s hedging policies and guidelines. Trade-related import exposures are managed through the use of 
natural hedges arising from foreign assets as well as forward exchange contracts and the option structures authorised by Alco. 

		�  The average exchange rates shown include the cost of forward cover. The amounts represent the net rand equivalent of 
commitments to purchase and sell foreign currencies, and have all been recorded at fair value.
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		�  The Group has entered into certain forward exchange contracts and option structures authorised by Alco that relate to importation  
of inventories and interest-bearing borrowings at 30 June and specific foreign commitments not yet due. The details of these 
contracts are as follows:

Foreign currency

Foreign 
amount 
(million)

Average 
exchange 

rate

Contract 
value

 Rm

Marked to 
market 

Rm 

2014
Imports
US dollar  258 10,77 2 779 2 761 
Euro  136 14,38 1 956 1 899 
Pound sterling  12 17,63  204  200 
Japanese yen  163 0,11  17  17 
Other  1  6  6 

4 962 4 883 
Interest-bearing borrowings
Japanese yen 3 114 0,14  450  326 

5 412 5 209 

2013
Imports
US dollar  197 9,16 1 805 1 987 
Euro  120 11,49 1 378 1 574 
Pound sterling  12 15,13  189  194 
Japanese yen 7 446 0,10  731  761 
Other  5  5 

4 108 4 521 
Interest-bearing borrowings
Japanese yen 3 633 0,14  525  422 

4 633 4 943 

		�  Fair value is calculated as the difference between the contracted value and the value to maturity. The fair value adjustments are 
included in trade and other receivables and trade and other payables.

		�  The impact from a 10% movement in the valuation of the Rand would approximately have a R8 million impact on group’s equity.  
The 10% sensitivity rate is based on management’s assessment of a reasonable possible change in foreign exchange rates over the 
foreseeable future.

		�  The sensitivity of profits to changes in exchange rates is a result of foreign exchange gains or losses on remeasurement of foreign 
denominated financial assets and liabilities translated at spot rates are offset by equivalent gains or losses in currency derivatives.

		  Divisional currency risk
		L  ogistics Africa
		�  The risk in this division is limited with certain transactions in foreign currencies, which result in foreign currency denominated debtors 

and creditors. In order to mitigate the risks which arise from this exposure, these items are settled immediately or where foreign 
exchange contracts are available the risk is hedged within a 50% minimum group risk policy for African businesses.

		L  ogistics International
		�  Currency risk exposure arises from the conclusion of transactions in currencies other than the functional currencies of operations in 

the Netherlands, Belgium, France, Germany, Poland and Sweden. All material exposures arising from transactions external to the 
Group are covered by forward exchange contracts. Translation risk arises from the net investment in overseas businesses in the 
United Kingdom, Australia, United States of America, South America, Poland and Sweden. These translation exposures are recognised 
directly in equity through the translation reserve and only included in charged to profit or loss when the subsidiary is sold. No net 
investment hedges are in place.
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38.	Finan cial instruments continued
		  Vehicle import, distribution, and dealerships
		�  The Group’s major currency exposure exists in this division. Risk exposures result from vehicles, spare parts and equipment being 

imported, and invoiced in foreign currency. Forward exchange contracts, futures and certain currency options are used to hedge this 
exposure. Up to 75% of forecast annual sales can be covered should it be deemed necessary. In addition, investments in overseas 
businesses result in translation risk, which is recognised directly in equity through the translation reserve and only charged to profit 
or loss should the investment be sold. No net investment hedges are in place.

		  Vehicle retail, rental and aftermarket parts
		�  Risk exposure is limited to translation risk for investments in dealerships in the United Kingdom, operational cash flows in these 

dealerships are in the functional currencies of those countries, and exposure to currency risk results from translation into our 
presentation currency (ZAR). This division is also exposed to certain small transactions in foreign currencies, which result in foreign 
currency denominated creditors. In order to mitigate the risks which arise from this exposure, forward exchange contracts are taken 
to hedge this exposure.

		I  nsurance
		�  Risk exposures result from foreign operations as well as the division holding investments in foreign equities, which are administered 

by portfolio managers and monitored by an investment committee.

	 38.1.3	Interest rate risk
		��  This is the risk that fluctuations in interest rates may adversely impact on the Group’s earnings, assets, liabilities and equity.

		�  The Group is exposed to interest rate risk as it borrows and places funds at both fixed and floating rates. The risk is managed by 
matching fixed and floating rate assets and liabilities wherever possible and to achieve a repricing profile in line with Alco directives. 
Use is made of interest rate derivatives. The Group analyses the impact on profit or loss of defined interest rate shifts – taking into 
consideration refinancing, renewal of existing positions, alternative financing and hedging. 

		��  The Group’s treasury follows a centralised cash management p`rocess including cash management systems across bank accounts in 
South Africa to minimise risk and interest costs. The Group’s offshore cash management is managed by the treasuries in Germany, 
the United Kingdom and the Netherlands. 

		�  The interest rate profile of total borrowings is reflected in note 21.

		��  The Group has entered into interest rate derivative contracts that entitle it to either receive or pay interest at floating rates on 
notional principal amounts and oblige it to pay or receive interest at fixed rates on the same amounts.

		  Details of the interest rate derivative instruments at 30 June 2014 were as follows:

Notional 
amount

Rm

Current year 
effective rate
 (variable)%

Derivative 
contract rate

(fixed)%

Corporate bond – IPL 7 (swap from variable to fixed)  500 6,6 – 7,2 8,7
Revolving credit facility term loan (swap from variable to fixed)  1 500 7,3 – 7,4 8,8

		��  The financial services division in addition to its short-term deposits, has fixed rate investments, such as negotiable certificate of 
deposits (NCDs), gilts and bonds. The risk is mitigated by the use of fund managers under the guidance of the investment 
committee, which has ultimate responsibility for the investment portfolio’s risk profile and related decisions.

		�  The 1% increase or decrease in interest rates represents management’s assessment of the reasonably possible changes in interest 
risk. The impact of a 1% increase in interest rates will have an annualised R20 million (2013: R12 million) effect on group after tax 
profit and equity.

	 38.1.4	Equity price risk
		�  The Group is exposed to equity price risk as it holds equity securities, which are classified as either available-for-sale or held for 

trading.

		�  The sensitivity analysis has been determined based on the exposure to equity price risk at 30 June. The impact of a 10% increase 
in the equity index will have a R33 million (2013: R38 million) effect on group after tax profit and a R36 million (2013: R38 million) 
impact on equity. The sensitivity is based on management’s assessment of a reasonable move in equity prices over the foreseeable 
future.
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		  Divisional equity price risk
		I  nsurance
		�  The insurance division has limited its exposure to equities to minimise the volatility that the equity price risk brings to the Group’s 

statement of profit or loss. The equity portfolio consists of high-quality securities. The risk is monitored by the investment committee 
reviewing performance of the portfolio taking into cognisance of the Group’s risk appetite and cash requirements. The investment 
portfolios are well diversified and hedges are implemented when approved by the investment committee.

	 38.1.5	Credit risk 
		�  Credit risk, or the risk of counterparties defaulting, is controlled by the application of credit approvals, limits and monitoring 

procedures. Where needed, the Group obtains appropriate collateral to mitigate risk. Counterparty credit limits are in place and are 
reviewed and approved by the respective subsidiary boards.

		�  The carrying amount of financial assets represents the maximum credit exposure on 30 June 2014. None of the financial assets 
below were given as collateral for any security provided.

		�  The Group only enters into financial deposits with authorised financial institutions of high credit ratings assigned by international or 
recognised credit-rating agencies.

		C  ash resources
		�  It is group policy to deposit short-term cash with reputable financial institutions with investment grade credit ratings assigned by 

international or recognised credit-rating agencies or counterparties authorised by the investment committee.

		  Trade accounts receivable
		�  Trade accounts receivable consist of a large, widespread customer base. Group companies monitor the financial position of their 

customers on an ongoing basis. Creditworthiness of trade receivables is assessed when credit is first extended and is reviewed 
regularly thereafter. The granting of credit is controlled by the application of account limits. Where considered appropriate, use is 
made of credit guarantee insurance.

2014 
Rm

2013 
Rm

Trade and other receivables that are neither past due nor impaired 8 571 7 460
Past due trade receivables 2 117 2 059

Less than 1 month 1 440 1 442
Between 1 – 3 months  391 384
More than 3 months  189 170
Past due more than 1 year  97 63

Total trade receivables 10 688  9 519

��Based on past experience, the Group believes that no impairment is necessary in respect of trade receivables not past due as the 
amount relates to customers that have a good track record with the Group, and there has been no objective evidence to the contrary.

		�  Included in trade receivables are receivables which are past the original expected collection date (past due) at the reporting date. 
There has not, however, been a significant change in credit quality and the amounts are still considered recoverable. Those which 
are not considered to be recoverable have been included in the provision for doubtful debts below. A summarised age analysis of 
past due trade receivables is set out above.

		�  The overdue trade receivables ageing profile above is considered typical of the various industries in which certain of our businesses 
operate. Given this, existing insurance cover, and the nature of the related counterparties these amounts are considered recoverable.
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38.	Finan cial instruments continued
		  Provision for doubtful debts for trade receivables
		�  Before these financial instruments can be impaired, they are evaluated for the possibility of any recovery, which includes an 

examination of the length of time they have been outstanding. Provision is made for bad debts on trade accounts receivable. 
Management does not consider that there is any material credit risk exposure not already covered by a doubtful debt provision. 

		�  There is no significant concentration of risk in respect of any particular customer or industry segment. There is no single customer 
whose revenue streams exceed 10% of the Group’s revenue.

Provision for doubtful debts for trade receivables
2014 

Rm
2013 

Rm

Set out below is a summary of the movement in the provision for doubtful debts for 
the year:
Carrying value at the beginning of the year 337  345
Net acquisition of subsidiaries and businesses 66  10
Amounts reversed to profit or loss (3) (3)
Charged to profit or loss  65 3
Amounts utilised during the year (45) (36)
Currency adjustments  9  18

Carrying value at the end of the year  429 337

		  Divisional credit risk
		L  ogistics
		�  Risk exposures arise from the granting of credit to customers. The risk is managed by strict monitoring of credit terms. The risk is 

mitigated by stringent background checks on all new customers, as well as taking legal action against defaulting customers.

		  Vehicle import, distribution and dealerships
		�  Risk exposures arise from the supply of vehicles and equipment to external dealerships and customers. Where vehicles are supplied 

to external dealerships these are generally covered by a dealer floorplan with a bank, and will usually settle within credit terms, 
and exposure to credit risk is therefore minimised. When dealing with external retail customers, the vehicle is required to be fully 
financed before delivery, thereby mitigating credit risk to the division.

		  Vehicle retail, rental and aftermarket parts
		�  Risk exposures arise from the granting of credit to customers for parts, spares and vehicle rental. The risk is managed by monthly 

review of trade receivables ageing. The risk is mitigated by stringent background checks and credit limits being imposed on all new 
customers, continuous review of credit limits, as well as taking legal action against defaulting customers. Where our dealerships are 
transacting with external retail customers, the vehicles are required to be fully financed before delivery, thereby mitigating credit 
risk to the division.

		I  nsurance
		�  Risk exposures arise from commission being paid to brokers in advance. The risk arises as the client may lapse a policy at any point 

during the period. The risk is monitored by the credit committee and is mitigated by vetting all brokers, as well as retaining a 
percentage of the commission.

		G  uarantees
		�  Guarantees issued to bankers and others, on behalf of subsidiaries, for facilities, as well as guarantees to investors in commercial 

paper and corporate bond issues, are disclosed in note 14 on page 94 to the company annual financial statements.

		  There were no guarantees provided by banks to secure financing during 2014 and 2013.

	 38.1.6	Liquidity risk 
		�  Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group’s approach to 

managing liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities when due, under normal and stressed 
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

		�  The responsibility for liquidity risk management rests with the Alco, which has developed an appropriate liquidity risk management 
framework for the management of the Group’s short, medium and long-term funding requirements. The Group accesses the corporate 
bond market to ensure that there is sufficient long term funding within the funding mix together with long-term bank facilities.
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		�  The Group manages liquidity risk by monitoring forecast cash flows in compliance with loan covenants and ensuring that adequate 
unutilised committed borrowing facilities are maintained. Unutilised borrowing facilities are reflected in note 21.

		�  To avoid incurring interest on late payments, financial risk management policies and procedures are entrenched to ensure the 
timeous matching of orders placed with goods received notes or services acceptances and invoices.

		�  Contractual maturities (which includes interest) of financial liabilities are as follows:

2014

Carrying 
amount

Rm

Contractual 
cash flows

Rm

Less than
 one year

Rm

One to 
five years

Rm

More than 
five years

Rm

Maturity profile of financial liabilities
Interest-bearing borrowings* 14 544 17 820 2 771 10 017 5 032
Other financial liabilities 1 711 2 006  377  712  917
Trade payables and accruals 15 869 15 869 15 869
Current derivative financial liabilities 47  47  47

32 171 35 742 19 064 10 729 5 949

Percentage profile – financial liabilities 100% 100% 53% 30% 17%

*	 Excludes R441 million non-redeemable, non-participating preference shares (refer to note 19).

	 38.2	F air value measurement
	 38.2.1	Fair value hierarchy
		�  The Group’s financial instruments carried at fair value are classified into three categories defined as follows:

		�  Level 1 financial instruments are those that are valued using unadjusted quoted prices in active markets for identical financial 
instruments. These instruments consists of listed equity securities. 

		�  Level 2 financial instruments are those valued using techniques based primarily on observable market data. Instruments in this 
category are valued using quoted prices for similar instruments or identical instruments in markets which are not considered to be 
active; or valuation techniques where all the inputs that have a significant effect on the valuation are directly or indirectly based on 
observable market data. Financial instruments classified as level 2 are mainly comprised of short-term deposits and over the counter 
(OTC) derivatives instruments. 

		�  Level 3 financial instruments are those valued using techniques that incorporate information other than observable market data. 
Instruments in this category have been valued using a valuation technique where at least one input, which could have a significant 
effect on the instrument’s valuation, is not based on observable market data.
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38.	Finan cial instruments continued
	� The following table shows which financial instruments on the statement of financial position are carried at amortised cost and which are 

carried at fair value. Financial instruments carried at fair value are further categorised into the appropriate fair value hierarchy.

2014 
Financial instrument

Carrying 
 value

Rm

At fair value At 
amortised 

cost
Rm

Level 1
Rm

Level 2
Rm

Level 3
Rm

Financial assets
Investments and loans  2 468  1 883  309  276

Investments  2 192  1 883  309
Loans  276  276

Other financial assets  267  267
Trade and other receivables  11 882  5  11 877

Trade receivables and prepayments  11 877  11 877
Derivative instruments  5  5

Cash resources  3 103  3 103

 17 720  1 883  314  15 523

Financial liabilities
Non-redeemable, non-participating preference 
shares  441  441
Interest-bearing borrowings  14 544  14 544
Other financial liabilities  1 711  209  1 072  430

Cross currency and interest-rate swap liabilities  199  199
Contingent consideration liabilities  92  10  82
Loans payable  430  430
Put option liability  990  990

Trade and other payables 15 916  47  15 869

Trade payables and other accruals  15 869  15 869
Derivative instruments  47  47

 32 612  256  1 072  31 284

38.2.2	Level 3 sensitivity information
	� The fair values of the level 3 financial liabilities of R1 072 million were estimated by applying an income approach valuation method including 

a present value discount technique. The fair value measurement is based on significant inputs that are not observable in the market. Key 
assumptions used in the valuations includes the assumed probability of achieving profits targets and the discount rates applied. The assumed 
profitability were based on historical performances but adjusted for expected growth.
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		�  The following table shows how the fair value of the level 3 financial liabilities as at 30 June 2014 would change if the key assumption 
was to be replaced by a reasonable possible alternative.

Financial instruments Valuation technique Main assumption

Carrying 
value

Rm

Decrease in
 liability

Rm

Put option liability Income approach Earnings growth  990 (117)
Contingent consideration liability Income approach Assumed profits  82 (2)

		  Movements in level 3 financial instruments carried at fair value
		�  The following tables shows a reconciliation of the opening and closing balances of level 3 financial instruments carried at fair value 

at 30 June 2014:

Financial assets
Unlisted

 investments

Carrying value at beginning of year  129
Purchases
Disposals (51)
Fair valued to profit or loss
Currency adjustments  10
Transfers to level 2 (88)

Carrying value at the end of the year

Financial liabilities

Put option 
liability

Rm

Contingent
 consideration

Rm
Total

Rm

Carrying value at beginning of year  214  214
Initial recognition direct in equity  1 289  1 289
Reversed in equity on buy-out of non-controlling interest (289) (289)
Fair valued through profit or loss  16 (18) (2)
Settlements (39) (39)
Currency adjustments (26)  13 (13)
Transfers to level 2 (88) (88)

Carrying value at the end of the year  990  82  1 072

		  Transfers between hierarchy levels
		�  A short-term fixed deposit, which was previously classified as level 3 has been reclassified to level 2, which is considered a more 

appropriate classification.

	 38.2.3	Fair value of financial instruments carried at amortised cost
		�  The following table sets out instances where the carrying amount of financial liabilities, as recognised on the statement of financial 

position at 30 June 2014, differs from their fair values. In all other instances the carrying amounts of the Group’s financial assets 
and liabilities approximate their fair values.

Carrying value
Rm

Fair value*
Rm

Listed corporate bonds (included in interest-bearing borrowings)  5 837  5 830
Listed non-redeemable, non-participating preference shares  441 377

*	 The fair values were determined with reference to unadjusted observable market data (level 1 in the fair value hierarchy).
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38.	Finan cial instruments continued

	 38.3	C apital management
		�  The Group’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to provide returns 

and growth for shareholders and benefits for other stakeholders. The Group maintains an appropriate mix of equity and equity like 
instruments and debt in order to optimise the weighted average cost of capital (WACC) within an appropriate risk profile. Capital 
allocation is evaluated against the expected and forecast return on invested capital against the appropriate WACC for that division 
or business.

		�  The Group has externally imposed capital requirements in terms of debt covenants on bank facilities. The covenant requires the 
Group to maintain a net debt to earnings before interest, taxation, depreciation and amortisation (EBITDA) of below 3.5:1. The ratio 
at 30 June 2014 is 1.55:1 (2013: 1.2:1). Our insurance businesses have externally imposed regulatory capital requirements as set 
out in Annexure A.

		�  Consistent with others in the industry, the Group monitors capital on the basis of its gearing ratio. This ratio is calculated as net debt 
divided by total equity. Net debt is calculated as total borrowings less cash resources.

2014 
Rm

2013 
Rm

Interest-bearing borrowings* 14 985 11 009
Less: Cash resources 3 103 1 844

Net debt 11 882 9 165

Total equity 18 109 17 536

Gearing ratio 65,6% 52,3%

*	 Includes R441 million non-redeemable, non-participating preference shares.

		�  There were no defaults or breaches in terms of interest-bearing borrowings during either reporting periods.

		�  There were no reclassifications of financial assets or financial liabilities that occurred during the year. There were no financial assets 
or liabilities settled or extinguished which did not meet the derecognition requirements.

39.	 Interest in other entities
	 39.1	C omposition of the Group
		��  Imperial is a diversified, international group of companies involved in mobility. The consolidated financial statements include the 

accounts of Imperial Holdings Limited (the Company) and all of its subsidiaries at 30 June 2014. 

		�  The Group holds a majority voting rights in all of its subsidiaries. Non-controlling shareholders have significant interests in three of 
the Group’s subsidiaries. Material associates to the Group are MDS Logistics, MiX Telematics and Ukhamba Holdings. Details are 
provided below.

		  39.1.1  The principal operating subsidiaries of the Company and their activities are:

Subsidiary
Place of 
incorporation

Ownership 
interest (%) Nature of business

Associated Motor  
Holdings (Pty) Limited*

South Africa 90 Associated Motor Holdings (Pty) Limited (AMH)  
imports and distributes passenger and light and heavy 
commercial vehicles, automotive products, motorcycles 
and industrial equipment in Southern Africa. It also sells 
maintenance and warranty products. Further details on 
the composition of the Associated Motor Holdings (Pty) 
Limited Group is provided in note 39.1.2.

Boundlesstrade  
154 (Pty) Limited

South Africa 90 E-Z-GO, a distributor of golf carts is housed within 
Boundlesstrade. Its market includes golf courses and 
estates as well as healthcare and hospitality industries. 
This subsidiary also houses associates and joint ventures 
which distribute Chery and Foton motor vehicles.



IMPERIAL HOLDINGS LIMITED Annual financial statements 2014 73

Subsidiary
Place of 
incorporation

Ownership 
Interest (%) Nature of business

CIC Holdings Limited Namibia 100 CIC operates within the Fast Moving Consumer Goods 
Industry through agency agreements with blue chip 
manufacturers. Its service offering includes selling, 
merchandising, warehousing, distribution, debtors’ 
administration, and staffing and security solutions.  
The group has facilities in all the main centres 
throughout Namibia, Botswana, Swaziland, Mozambique 
and South Africa.

Imperial Holdings 
International  
Cooperation U.A.

Netherlands 100 Business conducted by Imperial Holdings International 
Cooperation U.A and its subsidiaries comprises integrated 
logistics solutions and vehicle sales. Further details on the 
composition of Imperial Holdings International 
Cooperation U.A. is provided in note 39.1.3.

Imperial Group Limited# South Africa 100 Business conducted by Imperial Group Limited 
comprises, vehicle rental, motor trading, automotive 
parts, property investments, transportation, logistics, 
sale of motor components, panel beating and group 
services. Details on the businesses included are 
provided in note 39.1.4.

Jurgens Ci (Pty) Limited South Africa 100 Jurgens Ci is Southern Africa’s largest manufacturer of 
caravans, motor homes and specialised conversions. 
Their network of dealers throughout South Africa and 
Namibia, and exports to Australia.

Midas (Pty) Limited* South Africa 75 The Midas group markets and distributes quality 
automotive parts and accessories, D.I.Y and leisure 
products through selected channels. The group consists 
of Parts Incorporated Africa, the national hub and spoke 
distribution business, NAPA, the marketing co-operative 
to the members of the leading local brands, and the 
franchises Midas, Motolek, ADCO, CBS and Auto Care  
& Diagnostics.

Regent Insurance 
Company Limited#

South Africa 100 Regent Insurance is a registered short term insurer of 
motor related value added insurance products, including 
extended warranties, credit insurance, paint protection, 
commercial vehicles, goods in transit cover and 
comprehensive passenger car cover. Regent Insurance 
operates in South Africa, Botswana and Lesotho.

Regent Life Assurance 
Company Limited#

South Africa 100 Regent Life is a registered life assurer. Its products 
include credit life, funeral cover, underwritten risk cover 
and savings products sold primarily through dealers, 
financial institutions, brokers and affinity schemes. 
Regent Life operates in South Africa, Botswana and 
Lesotho.

*	 Further details are provided on non-controlling interest, refer to note 39.4.
#	 Certain restrictions apply to this subsidiary, refer to note 39.2.
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39.	 Interest in other entities continued

	 39.1	C omposition of the Group continued
		  39.1.2 � Principal subsidiaries of Associated Motor Holdings (Pty) Limited, held directly or 

indirectly, are as follow:

Subsidiary
Place of 
incorporation

Ownership 
Interest (%) Nature of business

Accordian 
Investments  
(Pty) Limited

South Africa 60 Accordian is an importer and distributor of TATA vehicles 
and parts for South Africa.

Hyundai Auto  
South Africa  
(Pty) Limited

South Africa 100 Hyundai Auto SA is an importer and distributor of 
Hyundai vehicles and parts for Southern Africa. The 
group has established a network of dealerships in South 
Africa, Namibia and Botswana.

Imperial Car Imports  
(Pty) Limited

South Africa 100 Imperial Car Imports has a 60% interest in Renault SA 
(Pty) Limited. Renault SA through distribution 
agreements with Renault SAS France imports  
and distributes Renault motor vehicles and parts  
in South Africa.

Imperial Daihatsu  
(Pty) Limited

South Africa 100 Imperial Daihatsu is an importer and distributor of 
Daihatsu vehicles and parts for Southern Africa.  
The group has established a network of dealerships  
in South Africa, Namibia and Botswana.

Kia Motors SA  
(Pty) Limited

South Africa 100 Kia Motors is an importer and distributor of Kia vehicles 
and parts for South Africa. 

KMSA Holdings  
(Pty) Limited

South Africa 75 KMSA is an importer of all Kawasaki motorcycle  
and personal watercraft products for Southern Africa.

Uvundlu Investments  
(Pty) Limited

South Africa 75 Uvundlu houses the Goscor Group, which imports, 
distributes and rents forklifts, cherry pickers and 
cleaning equipment, tooling, and powered products, 
and provides after-sales parts and services for a range 
of represented brands.



IMPERIAL HOLDINGS LIMITED Annual financial statements 2014 75

		  39.1.3 � Principal subsidiaries of Imperial Holdings International Cooperation U.A.

Subsidiary
Place of 
incorporation

Ownership 
Interest (%) Nature of business

Imperial Logistics 
International GmbH 

Germany 100 The subsidiary houses the Imperial Shipping Group. 
Imperial Shipping implement efficient transport solutions 
on Europe’s waterways. It has a fleet of inland vessels 
used on European waterways. In addition to dry cargo, 
tanker, gas and coastal shipping, the range of services 
includes container transport and industrial logistics.

Neska Germany 65 A specialist for intermodal shipments of diverse  
goods, Neska operates bulk and container terminals  
in the main industrial centres along Germany’s  
inland waterways. 

Panopa Germany 100 A contract logistics specialist providing a broad range  
of services from the beginning to the end of the supply 
chain. Panopa services the steel, automotive and spare 
parts industries.

Lehnkering Group Germany 100 Lehnkering specialises in chemical logistics, offering 
transport, warehousing distribution and extensive value 
added services such as manufacturing and packaging  
on behalf of its customers. It has 55 locations in Europe 
and one in the USA.

Imperial Mobility UK United Kingdom 100 Imperial Mobility UK is involved in the commercial 
vehicle market, from light commercial to medium, 
heavy and extra-heavy commercial vehicles. It sells 
new and used vehicles and vans as well as related 
financial services, parts and servicing.

Associated Motors 
Australia (Pty) Ltd

Australia 90 This operation retails Ford, Mitsubishi and Renault 
through six dealerships in the Sydney area.

Eco Health Limited Nigeria 68 Eco Health is a leading distributor of pharmaceutical 
products in Nigeria. Based in Lagos, Nigeria, the 
company also has operations in Ghana and Dubai. 
Further details are provided on non-controlling interest, 
refer to note 39.4.
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39.	 Interest in other entities continued

	 39.1	C omposition of the Group continued
		  39.1.4  Principal businesses of Imperial Group Limited

Business
Place of 
incorporation

Ownership 
Interest (%) Nature of business

Logistics South Africa 100 These businesses provides a complete logistics solutions 
including transportation, warehousing, distribution  
and related value added services in South Africa.

Automotive South Africa 100 The Automotive business within Imperial Group Limited 
comprises of commercial, passenger and light 
commercial dealerships in South Africa. The franchise 
dealerships represent virtually every major OEM brand.

Car rental South Africa 100 The Car Rental operations housed within Imperial Group 
Limited comprises of three business units: Car Rental 
(Europcar and Tempest), Used Car Sales (Auto Pedigree 
brand) and Panel repair centres. This unit operates  
in Southern Africa.

Finance South Africa 100 Provides the treasury function of the Group.

	 39.2	 Significant restrictions
		�  The following table show significant restrictions that apply to three of the Group’s subsidiaries. The amounts disclosed represents 

the carrying values of total assets and total liabilities in the consolidated statement of financial position net of inter-group 
eliminations.

R million

Total assets Total liabilities

2014 2013 2014 2013

The externally imposed capital requirements placed  
on the Group in terms of debt covenants on bank facilities 
requires that Imperial Group Limited, a wholly owned 
subsidiary, maintain a ratio of financial indebtedness  
to the financial indebtedness of the Group that is higher 
than the ratio of the EBITDA of Imperial Group Limited  
to the EBITDA of the Group.  12 397  12 089  13 142  10 340

Our long-term insurance operation have regulatory 
imposed capital adequacy requirements. The capital 
adequacy requirement is an estimate of the minimum 
capital that will be required to meet fairly substantial 
deviations from the main assumptions affecting their 
business. At 30 June 2014 the capital adequacy 
requirements was R94 million and the ratio of excess 
assets to capital adequacy requirements was 3.3.  1 865  1 650  1 248  1 055

Our short-term insurance operations are required to 
maintain, at all times, a statutory surplus asset ratio and 
free assets after spreading limitations. The returns 
submitted by the company to the regulator showed that 
the company met the minimum capital requirements with 
a solvency ratio of 40.2% at 30 June 2014. 2 534 2 698 1 494 1 536
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	 39.3	 Business combinations during the year

Subsidiaries and
businesses acquired Nature of business Operational segment Date acquired

Interest
acquired

(%)

Purchase
consideration

transferred
Rm

Renault South Africa 
(Pty) Ltd*

Vehicle importer 
and Distributor

Vehicle Import, 
Distribution and 
Dealerships

December 2013 60 65

Eco Health Limited** Distributor of 
pharmaceutical  
products in Nigeria

Logistics Africa March 2014 53 813

Aggregate of immaterial 
acquisitions

33

911

*	 Previously accounted for as a 49% associate.
**	 The Group increased its interest in Eco Health to 68% in May 2014.

Fair value of assets acquired  
and liabilities assumed at date  
of acquisition:

Renault
South Africa

(Pty) Ltd
Rm

Eco Health
Limited

Rm

Individually
immaterial

acquisitions
Rm

Total
Rm

Assets
Intangible assets  223  714  12  949
Property, plant and equipment  2  37  23  62
Deferred tax asset  138  138
Inventories  570  362  25  957
Trade and other receivables  231  197  3  431
Cash resources  273  84  1  358

 1 437  1 394  64  2 895

Liabilities
Deferred tax liabilities  131  3  134
Interest-bearing borrowings  452  100  28  580
Other financial liabilities  69  69
Trade and other payables and provisions  1 040  439  7  1 486
Current tax liabilities  15  15

 1 492  754  38  2 284

Acquirees' carrying amount at acquisition (55)  640  26  611
Non-controlling interests  22 (301) (279)

Net assets acquired (33)  339  26  332
Purchase consideration transferred  65  813  33  911

Cash paid  65  514  33  612
Liabilities incurred†  299  299

Excess of purchase price over net 
assets acquired  98  474  7  579

†	 Paid after the reporting period.

		  Reasons for the acquisitions
		�  The Group acquired an additional 11% shareholding in Renault South Africa (Pty) Ltd for R65 million, thereby increasing its 

shareholding from 49% to 60%. The acquisition grants Imperial control over the activities of Renault in South Africa and further 
diversifies the Group’s distribution portfolio. The remeasurement of the previously held equity interest in Renault SA had no impact 
on profit or loss and other comprehensive income for the year.



78 IMPERIAL HOLDINGS LIMITED Annual financial statements 2014

Notes  to  the  consol idated  annual  f inanc ial  s tatements  –  continued
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39.	 Interest in other entities continued

	 39.3	 Business combinations during the year continued

		�  The Eco Health Limited acquisition is in line with the Group’s strategy to grow businesses into the rest of Africa, which is focused 
on the distribution of consumer goods and pharmaceutical products. The acquisition further compliments the Imperial Health 
Sciences business and the 49% equity interest in MDS Logistics both of which have expertise in warehousing and logistics solutions 
in the pharmaceutical industry. Eco Health adds sales and marketing capabilities to Imperial’s services offering and will enable 
Imperial to offer an end-to-end capability to our customers in Nigeria’s fast-growing pharmaceutical sector.

		�  The other businesses were acquired to complement and expand our distribution of motor vehicles parts in South Africa and the 
United Kingdom.

		  Acquisition cost
		�  Acquisition cost for business acquisitions concluded during the year amounted to R17 million and have been recognised as an 

expense in profit or loss within the business acquisition costs line item.

		  Impact of the acquisition on the results of the Group
		�  From the dates of acquisition the businesses acquired during the year contributed revenue of R2 894 million, operating profit of R73 

million and a net loss of R19 million. The net after tax loss of R19 million includes the after tax impact of the funding cost of R9 
million calculated on the cash consideration paid on acquisition, the fair value loss on the remeasurement of the put option liability 
of R16 million and the amortisation of intangible assets arising out of the business combinations of R27 million.

		�  Had all the acquisitions been consolidated from 1 July 2013, they would have contributed additional revenue of R5 673 million, 
operating profit of R204 million and a net loss of R17 million. The Group’s total revenue would have increased to R106 346 million, 
operating profit increased to R6 316 million and net profit increased to R3 629 million. The net after tax loss of R17 million includes 
the after tax impact of the funding cost of R20 million calculated on the cash considerations paid on acquisitions, the amortisation 
of intangible assets arising out of the business combinations of R77 million and the loss on the remeasurement of the put option 
liability of R40 million.

		�  Separate identifiable intangible assets
		�  As at the acquisition date the fair value of the separate identifiable intangible assets was R949 million. This fair value, which is 

classified as level 3 in the fair value hierarchy, was determined using the Multi-period Excess Earnings Method (MEEM) valuation 
technique.

		  The significant unobservable valuation inputs were as follows:

Eco Health
Limited

Renault SA
(Pty) Ltd

 –  Discount rates 17,5% 15,1%
 –  Terminal growth rates 7,3% 5,8%

		�  The assumptions used in arriving at projected cash flows were based on past experience and adjusted for any expected changes.

		  Other details
		�  Trade and other receivables had gross contractual amounts of R497 million of which R66 million was doubtful. Non-controlling 

interests have been calculated based on their proportionate share in the acquiree’s net assets. None of the goodwill is deductible 
for tax purposes.

		�  Acquisition after the reporting period
		�  The Group acquired 62,5% interest in Pharmed Pharmaceuticals (Pty) Ltd, a pharmaceutical wholesaler, for R148 million in July 2014. 

No disclosures for the acquisition date net asset fair values are provided as the initial accounting for the business combination was 
incomplete at the time that the financial statements were authorised for issue.
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	 39.4	 Non-controlling interest in the Group’s activities
		�  The following subsidiaries have non-controlling interest that are material to the Group.

Subsidiary
Principal place  
of business

Operating 
segment

Ownership interest held by NCI (%)

2014 2013

Associated Motor Holdings 
(Pty) Limited South Africa

Vehicle Import, Distribution 
and Dealerships 10 10

Midas (Pty) Limited South Africa
Vehicle Retail, Rental and 
Aftermarket parts 25 25

Eco Health Limited Nigeria Logistics Africa 32

		�  The following is summarised financial information for AMH, Midas and Eco Health, based on their respective consolidated financial 
statements prepared in accordance with IFRS, modified for fair value adjustments made at time of acquisition and differences in 
accounting policies. The information is before inter-company eliminations with other entities in the Group.

R million

AMH Midas Eco Health^

2014 2013 2014 2013 2014 2013

Revenue  22 336  20 847  3 869  3 541  646

Net profit for the year  1 248  1 856  159  170  16

Net profit attributable to 
non-controlling interests  161  221  41  43  5

Other comprehensive income (411)  12 (22)

Total comprehensive income  837  1 868  159  170 (6)

Total comprehensive income 
attributable to non-controlling 
interests  120  222  41  43 (3)

Total assets  14 297  11 993  1 146  1 037  1 354
Total liabilities  9 394  7 141  602  542  813

Total equity  4 903  4 852  544  495  541

Equity attributable to 
non-controlling interests  606  575  140  129  173

Dividends paid to non-
controlling interest  98  152  25  20  28

^	 Acquired in March 2014. Total comprehensive income for four months ended June 2014.
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39.	 Interest in other entities continued

	 39.5	 Interest in associates and joint ventures
		  The following associates are material to the Group. They are all equity accounted.

MiX Telematics Limited MDS Logistics PLC
Ukhamba Holdings  
(Pty) Limited

Nature of relationship  
with the Group

Operations include vehicle 
tracking and fleet management. 
Provides services to Imperial’s 
new and used vehicle 
dealerships.

Strategic supply chain provider, 
providing access to new 
markets in Africa.

Imperial’s black economic 
empowerment partner.

Principal place of business/
Country of incorporation

South Africa Nigeria South Africa

Ownership interest/ 
Voting rights held

25,6% (2013: 28,7%) 49,0% 46,9%

Fair value of ownership  
interest (listed)

R882 million*  
(2013: R664 million)*

*	 Based on the unadjusted quoted market price at 30 June (Level 1 in the fair value hierarchy)

		�  The following is summarised financial information for Mix, MDS and Ukhamba, based on their respective consolidated financial 
statements prepared in accordance with IFRS, modified for fair value adjustments made at time of acquisition and differences  
in accounting policies.

R million

MiX Telematics
Limited*

MDS Logistics 
PLC#

Ukhamba Holdings  
(Pty) Limited

March
2014

March
2013

June
2014

June
2013

June
2014

June
2013

Revenue  1 272  1 171  289  44  13

Net profit for the year  152  128  55  7  388 (134)

Other comprehensive income  48  40  50  14  41  385

Total comprehensive income  200  168  105  21  429  251

Total assets  1 977  1 153  747  600  4 512  3 812
Total liabilities  305  285  94  79  2 361  2 176

Total equity  1 672  868  653  521  2 151  1 636

Group’s interest in net assets  
of investee at beginning of year  249  216  263  767  614

Equity acquired  24  7  253

Share of total comprehensive  53  48  51  10  201  118

Share of increase in net assets  113
Dividends (received) from or 
paid to associate (11) (22)  40  35

Group’s interest in net assets  
of investee at end of year  428  249  314  263  1 008  767
Reversal of fair value 
adjustments on Imperial shares (958) (700)
Adjustment for differences in 
financial year-end  10  12

Goodwill  62  25

Carrying value of interest in 
investee at end of year  500  286  314  263  50  67

*	 Listed on the Johannesburg Securities Exchange with a March year-end.
#	 Acquired in April 2013, total comprehensive income for two months ended June 2013.
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	 Immaterial associates and joint ventures
	� The following summarised financial information for the Group’s interest in immaterial associates and joint ventures, based on the amounts 

reported in the Groups consolidated financial statements:

 Associates  Joint ventures

R million 2014 2013 2014 2013

Group’s share of:
–  Net profit  64  54  2  7
–  Other comprehensive income (14)  4

– T otal comprehensive income  64  54 (12)  11

Carrying value of interest in immaterial associates 
and joint ventures  341  319  18  37

	 Disposal of associates during the year
	 For the disposal of Renault as an associate please refer to note 39.3 above.

	� The Group sold its 34,4% interest in the Pragma Group for R50 million. The pre-tax loss on sale amounted to R7 million and is included in 
exceptional items in profit or loss.
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40.	�dire ctors’ remuneration  
and interest in shares.

	 40.1	 Directors’ remuneration
		�  The table below provides an analysis of the emoluments paid to executive and non-executive directors and prescribed officers  

of the company for the year ended 30 June 2014.

Salary
R’000

Bonus
R’000 

Retirement 
and medical 
contributions

R’000

Other benefits 
(Note 1)

R’000
Directors’ fees

R’000

Subsidiary/Associate
 and Sub-committee 

fees
R’000

2014 
Total

R’000

2013 
Total

R’000

Expected value 
of Long Term 

Incentive awards 
made in 2014

R’000

Expected value 
of Long Term 

Incentive awards 
made in 2013

R’000

Total Total (Note 2) (Note 2)

Non-executive directors

SL Botha (Resigned) 34 24 58 321

HR Brody (Note 3) 5 357 7 457 857 1 130 71 75 14 947 12 045 4 814

ST Dingaan (Note 4) 212 527 739 637

S Engelbrecht 212 180 392 316

TS Gcabashe 954 180 1 134 800

RL Hiemstra 212 180 392 226

P Langeni 212 254 466 417

M J Leeming 212 663 875 740

V Moosa 212 225 437 372

RJA Sparks 212 644 856 695

A Tugendhaft 583 180 763 535

Y Waja 212 716 928 820

Total 5 357 7 457 857 1 130 3 338 3 848 21 987 17 924

Executive directors

M Lamberti 10 329

M Akoojee 2 412 2 310 400 120 5 242 3 600 1 811

OS Arbee 4 569 4 200 746 399 9 914 8 785 6 000 3 531

MP de Canha 4 473 3 400 611 159 8 643 9 800 5 500 3 322

P B Michaux 3 130 2 800 530 276 6 736 4 700 2 475

J J Strydom 3 315 2 650 297 6 262 4 100 2 203

GW Riemann (Note 5) 6 756 13 511 1 689 1 572 407 23 935 20 912

M Swanepoel 3 944 3 700 782 180 8 606 8 085 5 300 3 118

Retired directors 16 804

Total 28 599 32 571 5 055 2 706 407 69 338 64 386 39 529 16 460

Total all directors June 2014 33 956 40 028 5 912 3 836 3 338 4 255 91 325

Total all directors June 2013 29 184 35 611 5 429 5 876 2 770 3 440 82 310 14 785

1.	� Other benefits– these include the fringe benefit value of company cars and motor car allowances and long-term performance-based retention 
payments.

2.	� This represents the expected value of all long-term incentive awards made in the reporting year. The expected value is calculated using a Black 
Scholes valuation model.

3. 	� HR Brody served as an executive director until 28 February 2014 and part of his reported remuneration relates to that period. Other benefits paid 
to him include payments relating to long-term incentive schemes.

4. 	� Paid by Ukhamba Holdings in respect of its chairperson’s fees. 
5. 	� Overseas-based – GW Riemann is employed in Germany and his salary is paid in Euro, based on the market conditions in that country.
6.	� The Group had no prescribed officers as defined in terms of the Companies Act, 2008 for the financial year other than PB Michaux and JJ Strydom 

who were appointed as directors during the year and whose remuneration is disclosed as directors. Prescribed officers are persons, not being 
directors, who either alone or with others exercise executive control and management of the whole or a significant portion of the business of the 
company. 



IMPERIAL HOLDINGS LIMITED Annual financial statements 2014 83

40.	�dire ctors’ remuneration  
and interest in shares.

	 40.1	 Directors’ remuneration
		�  The table below provides an analysis of the emoluments paid to executive and non-executive directors and prescribed officers  

of the company for the year ended 30 June 2014.

Salary
R’000

Bonus
R’000 

Retirement 
and medical 
contributions

R’000

Other benefits 
(Note 1)

R’000
Directors’ fees

R’000

Subsidiary/Associate
 and Sub-committee 

fees
R’000

2014 
Total

R’000

2013 
Total

R’000

Expected value 
of Long Term 

Incentive awards 
made in 2014

R’000

Expected value 
of Long Term 

Incentive awards 
made in 2013

R’000

Total Total (Note 2) (Note 2)

Non-executive directors

SL Botha (Resigned) 34 24 58 321

HR Brody (Note 3) 5 357 7 457 857 1 130 71 75 14 947 12 045 4 814

ST Dingaan (Note 4) 212 527 739 637

S Engelbrecht 212 180 392 316

TS Gcabashe 954 180 1 134 800

RL Hiemstra 212 180 392 226

P Langeni 212 254 466 417

M J Leeming 212 663 875 740

V Moosa 212 225 437 372

RJA Sparks 212 644 856 695

A Tugendhaft 583 180 763 535

Y Waja 212 716 928 820

Total 5 357 7 457 857 1 130 3 338 3 848 21 987 17 924

Executive directors

M Lamberti 10 329

M Akoojee 2 412 2 310 400 120 5 242 3 600 1 811

OS Arbee 4 569 4 200 746 399 9 914 8 785 6 000 3 531

MP de Canha 4 473 3 400 611 159 8 643 9 800 5 500 3 322

P B Michaux 3 130 2 800 530 276 6 736 4 700 2 475

J J Strydom 3 315 2 650 297 6 262 4 100 2 203

GW Riemann (Note 5) 6 756 13 511 1 689 1 572 407 23 935 20 912

M Swanepoel 3 944 3 700 782 180 8 606 8 085 5 300 3 118

Retired directors 16 804

Total 28 599 32 571 5 055 2 706 407 69 338 64 386 39 529 16 460

Total all directors June 2014 33 956 40 028 5 912 3 836 3 338 4 255 91 325

Total all directors June 2013 29 184 35 611 5 429 5 876 2 770 3 440 82 310 14 785

1.	� Other benefits– these include the fringe benefit value of company cars and motor car allowances and long-term performance-based retention 
payments.

2.	� This represents the expected value of all long-term incentive awards made in the reporting year. The expected value is calculated using a Black 
Scholes valuation model.

3. 	� HR Brody served as an executive director until 28 February 2014 and part of his reported remuneration relates to that period. Other benefits paid 
to him include payments relating to long-term incentive schemes.

4. 	� Paid by Ukhamba Holdings in respect of its chairperson’s fees. 
5. 	� Overseas-based – GW Riemann is employed in Germany and his salary is paid in Euro, based on the market conditions in that country.
6.	� The Group had no prescribed officers as defined in terms of the Companies Act, 2008 for the financial year other than PB Michaux and JJ Strydom 

who were appointed as directors during the year and whose remuneration is disclosed as directors. Prescribed officers are persons, not being 
directors, who either alone or with others exercise executive control and management of the whole or a significant portion of the business of the 
company. 
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40.	�dire ctors’ remuneration  
and interest in shares continued

	 40.2	 Incentive schemes 
		�  Executive directors participate in long-term incentive schemes, designed to recognise the contributions of senior employees to the 

growth in the company’s equity. Within limits imposed by shareholders, rights are allocated to directors and senior employees. The 
equity-linked compensation benefits for executive directors are set out below. 

		�  Participation in the share appreciation rights scheme
		�  Directors

Commencement 
date

Price on
 commencement 

date (R)
Number 

of rights*

Number 
of rights 

exercised

Number 
of rights 
forfeited

Number 
of rights 

remaining
Vesting 

date

M Akoojee 2 June 2010 96,71 22 428 22 076 352
14 June 2011 116,59 11 628 11 628 15 September 2014

13 June 2012 170,57 24 016 24 016 26 August 2015

11 June 2013 195,20 38 154 38 154 15 September 2016

OS Arbee 2 June 2010 96,71 56 333 1 031 55 302 15 September 2013
14 June 2011 116,59 23 377 23 377 15 September 2014

13 June 2012 170,57 44 743 44 743 26 August 2015

11 June 2013 195,20 77 582 77 582 15 September 2016

HR Brody** 2 June 2010 96,71 92 540 90 847 1 693 15 September 2013
14 June 2011 116,59 35 750 10 674 25 076 15 September 2014

13 June 2012 170,57 66 936 34 857 32 079 26 August 2015

11 June 2013 195,20 101 869 77 090 24 779 15 September 2016

MP de Canha 2 June 2010 96,71 60 275 59 172 1 103 15 September 2013
14 June 2011 116,59 25 011 25 011 15 September 2014

13 June 2012 170,57 47 876 47 876 26 August 2015

11 June 2013 195,20 68 215 68 215 15 September 2016

M Swanepoel 2 June 2010 96,71 53 323 52 347 976 15 September 2013
14 June 2011 116,59 23 377 23 377 15 September 2014

13 June 2012 170,57 44 743 44 743 26 August 2015

11 June 2013 195,20 68 641 68 641 15 September 2016

RL Hiemstra** 2 June 2010 96,71 55 276 55 276 15 September 2013
14 June 2011 116,59 23 377 23 377 7 September 2014

PB Michaux 2 June 2010 96,71 30 750 30 187 563 15 September 2013

14 June 2011 116,59 12 200 12 200 15 September 2014
13 June 2012 170,57 31 241 31 241 26 August 2015

11 June 2013 195,20 51 092 51 092 15 September 2016

JJ Strydom 2 June 2010 96,71 25 264 24 802 462 15 September 2013
14 June 2011 116,59 9 384 9 384 15 September 2014

13 June 2012 170,57 29 342 29 342 26 August 2015

11 June 2013 195,20 48 263 48 263 15 September 2016

*	� The number of rights that will eventually vest is subject to the achievement of performance conditions linked to core EPS targets relative to a peer 
group of 20 JSE listed companies and return on invested capital (ROIC) targets relative to weighted cost of capital. The rights vested could be fewer 
than the number granted.

**	� Received allocations before retirement as an executive director.
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		  Participation in the deferred bonus plan
		  Executive directors

Allocation 
date

Number 
of rights

 allocated

Number of
 shares

 committed 
to the plan+

Balance 
available to 
be taken up

Vested 
during 

the year
Balance

 remaining
Vesting 

date

MJ Lamberti 1 March 2014 60 787 60 787 15 September 2017

M Akoojee 18 June 2010 10 000 2 973 2 973 15 September 2013

3 376 3 376 7 September 2014

 2 445  2 445 26 August 2015

14 June 2011 5 805 5 805 5 805 7 September 2014

13 June 2012 4 854 4 854 4 854 26 August 2015

13 June 2013 3 266 3 266 3 266 15 September 2016
30 June 2014 18 579 18 579 15 September 2017

OS Arbee 5 June 2008 7 758 7 758 15 September 2013

2 June 2010 6 961 6 961 6 961 15 September 2013

14 June 2011 10 406 10 406 10 406 7 September 2014

13 June 2012 9 044 6 727 6 727 26 August 2015

11 June 2013 5 872 5 872 5 872 15 September 2016
30 June 2014 30 965 30 965 15 September 2017

MP de Canha 5 June 2008 11 926 11 926 15 September 2013

2 June 2010 7 448 7 448 7 448 15 September 2013

14 June 2011 12 486 10 712 10 712 7 September 2014

13 June 2012 9 677 8 064 8 064 26 August 2015

11 June 2013 6 276 6 276 6 276 15 September 2016
30 June 2014 28 384 28 384 15 September 2017

M Swanepoel 5 June 2008 3 323 3 323 15 September 2013

2 June 2010 6 589 6 589 6 589 15 September 2013

14 June 2011 9 641 9 641 9 641 7 September 2014

13 June 2012 6 156 6 156 6 156 26 August 2015

11 June 2013 5 164 5 164 5 164 15 September 2016
30 June 2014 27 352 27 352 15 September 2017

P B Michaux 5 June 2008 8 231 8 231 15 September 2013

2 June 2010 3 167 3 167 3 167 15 September 2013

14 June 2011 5 251 5 251 5 251 7 September 2014

13 June 2012 4 793 4 793 4 793 26 August 2015

11 June 2013 4 634 4 634 4 634 15 September 2016
30 June 2014 24 256 24 256 15 September 2017

JJ Strydom 5 June 2008 1 364 1 364 1 364 15 September 2013

2 June 2010 2602 2 602 2 602 15 September 2013

14 June 2011 4 039 4 039 4 039 7 September 2014

13 June 2012 3 957 3 957 3 957 26 August 2015

11 June 2013 3 689 3 689 3 689 15 September 2016
30 June 2014 21 159 21 159 15 September 2017
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40.	�dire ctors’ remuneration  
and interest in shares continued

	 Non-Executive directors** 

Allocation 
date

Number 
of rights

 allocated

Number of
 shares

 committed 
to the plan+

Balance 
available to 
be taken up

Vested 
during 

the year
Balance

 remaining
Vesting 

date

HR Brody 5 June 2008 9 966 9 966 15 September 2013

2 June 2010 9 858 9 858 9 858 15 September 2013

14 June 2011 12 089 12 089 12 089 30 April 2014 

13 June 2012 12 798 8 178 8 178 30 April 2014 
11 June 2013 7 449 7 449 30 April 2014 

RL Hiemstra 5 June 2008 8 902 8 902 15 September 2013

2 June 2010 6 958 6 958 6 958 15 September 2013
14 June 2011 10 406 10 406 10 406 7 September 2014

**	 Received allocations before retirement as an executive director
+	� The number of shares committed to the plan is dependent on the amount of after-tax bonus committed by each executive and the share price prevailing  

when bonus shares are acquired.

	 40.3	G ains by directors on DBP and SAR exercised during the year

Directors
2014

R’000
2013
R’000

HR Brody# 18 894 26 037

OS Arbee 3 218 15 791

M Akoojee 3 357 6 674

MP de Canha 11 384 16 522

M Swanepoel 8 721 14 468

PB Michaux 6 158 8 047

JJ Strydom 3 884 10 256

#	 Non-executive from 1 March 2014
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	 40.4	 Directors’ interests in shares
2014 2013

Beneficial Non-beneficial Beneficial Non-beneficial

Non-executive

HR Brody 36 682 91 709

RL Hiemstra 10 406 33 820

MJ Leeming 6 928* 4 928*

RJA Sparks 40 000 20 000* 40 000
Y Waja 3 000 927

90 088 26 928 166 456 4 928

Executive

M Akoojee 25 692 74 842

OS Arbee 56 477 74 842

MP de Canha 1 686 289* 1 627 775

MJ Lamberti 450 000*

M Swanepoel 20 961 26 160

P Michaux 38 058 26 442
JJ Strydom 54 442 43 776

2 331 919 1 798 995

Total 2 422 007 26 928 1 965 451 4 928

*	 Indirect holding



88 IMPERIAL HOLDINGS LIMITED Annual financial statements 2014

COMPANY  statement  of  f inanc ial  pos i t ion
at 30 June

Notes
2014 

Rm
2013 

Rm

ASSETS
Interest in subsidiaries 2 9 456 9 396
Investment in associates and joint ventures 3 1 221 1 328
Investments 4  47  222
Trade and other receivables  68  14

Total assets 10 792 10 960

EQUITY AND LIABILITIES
Capital and reserves
Share capital and share premium 5  382  382
Other reserves  401  331
Retained earnings 9 474 9 523

Total equity 10 257 10 236

Liabilities
Non-redeemable, non-participating preference shares 6  441 441
Deferred tax liabilities 7  146
Trade and other payables  70  109
Current tax liabilities 24 28

Total liabilities  535  724

Total equity and liabilities 10 792 10 960
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Company  statement  of  comprehens ive  income
for the year ended 30 June 

Notes
2014 

Rm
2013 

Rm

Revenue 8 2 426 2 010
Fair value (loss) gain on Lereko Mobility (Pty) Ltd call option (71)  235
Fair value gains  8  61
Operating expenses (108) (270)
Charge for amending the conversion profile of the deferred ordinary shares (70)
Exceptional items 9 (135)  118

Profit before net financing income 2 050 2 154
Finance cost 10 (33) (32)
Finance income 10  62  113

Profit before tax 2 079 2 235
Income tax income 11  126  3

Net profit and total comprehensive income for the year 2 205 2 238

There has been no other comprehensive income in the current and prior year.
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Company  statement  of  changes  in  equ i ty
for the year ended 30 June

Share 
capital 

and share 
premium

Rm

Other 
reserves

Rm

Retained 
earnings

Rm
Total

Rm

Balance at 30 June 2012 22  331 9 622 9 975
Total comprehensive income for the year 2 238 2 238
Issue of 1 861 850 ordinary shares 360  360
Repurchase and cancellation of 4 003 074 ordinary shares 
from the open market (742) (742)
Dividend of 380 cents per ordinary share in October 2012 (802) (802)
Dividend of 380 cents per ordinary share in April 2013 (793) (793)

Balance at 30 June 2013 382  331 9 523 10 236
Total comprehensive income for the year 2 205 2 205
Repurchase and cancellation of 2 971 808 ordinary shares 
from the open market (502) (502)
Charge for amending the conversion profile of the deferred 
ordinary shares 70  70
Dividend of 440 cents per ordinary share in September 2013 (924) (924)
Dividend of 400 cents per ordinary share in March 2014 (828) (828)

Balance at 30 June 2014 382 401 9 474 10 257
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Company  statement  of  cash  f lows
for the year ended 30 June

Note
2014 

Rm
2013 

Rm

Cash flows from operating activities
Cash generated by operations 15 2 225 1 667
Interest paid (33) (32)
Interest received  62  113
Tax paid (24) (43)

2 230 1 705

Cash flows from investing activities
(Additions) disposals of investments and loans to subsidiaries, associated
companies and joint ventures (159)  272
Disposal of investments  183

 24  272

Cash flows from financing activities
Ordinary shares issued  360
Ordinary shares repurchased and cancelled from the open market (502) (742)
Dividends paid (1 752) (1 595)

(2 254) (1 977)

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
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Notes  to  the  company  annual  f inanc ial  s tatements
for the year ended 30 June

2014 
Rm

2013 
Rm

1. Accounting policies
Accounting policies, significant judgements and estimates and impact of new
unissued standards and the adoption of new and revised standards.

Refer to notes 1, 2 and 3 of the Group annual financial statements, where applicable.

2. Interest in subsidiaries
Shares at cost, net of impairments 6 618 6 743
Indebtedness by subsidiaries, net of impairments 2 838 2 653

9 456 9 396

Details of the company’s principal subsidiaries are reflected in note 39 ofthe Group Annual 
financial statements

3. Investment in associates and joint ventures
Unlisted shares at cost  44  80
Impairments (12) (12)

 32  68
Indebtedness by associates and joint ventures 16 16
Lereko Mobility (Pty) Ltd call option 1 173 1 244

1 221 1 328

Lereko Mobility (Pty) Ltd (Lereko) call option
Balance at beginning of year 1 244 1 009
Fair value adjustment through profit or loss (71)  235

Balance at end of year 1 173 1 244

�In September 2010, 14 516 617 preferred ordinary shares owned by Lereko were converted 
into ordinary shares. Lereko sold 8 651 673 ordinary shares to settle its third party funding 
obligation. The remaining 5 864 944 number of shares will be used to settle its obligation to 
Imperial Holdings Limited.

�The Lereko call option asset is held at fair value and the fair value adjustment is recorded in 
profit or loss.

4. Investments
Unlisted shares at fair value and available-for-sale  47  222

5. Share capital and share premium
Authorised share capital
394 999 000 (2013: 394 999 000) ordinary shares of 4 cents each  15 15
50 000 000 (2013: 50 000 000) deferred ordinary shares of 4 cents each  2  2
15 000 000 (2013: 15 000 000) preferred ordinary shares of 4 cents each  1  1
1 000 (2013: 1 000) redeemable preference shares of 4 cents each
40 000 000 (2013: 40 000 000) non-redeemable, non-participating preference 
shares of 4 cents each  2  2

 20  20

Issued and fully paid share capital
207 815 753 (2013: 208 833 715) ordinary shares of 4 cents each  8 8
11 025 236 (2013: 12 979 082) deferred ordinary shares of 4 cents each  1  1

 9  9

Share premium
Balance at the beginning of the year  373  13
Issued during the year  360

 373  373

Share capital and share premium  382  382

	� For non-redeemable, non-participating preference shares in issue see note 6

	� Refer to note 16 of the Group annual financial statements for further details regarding the deferred ordinary shares, the preferred ordinary 
shares and notes 18.2 and 40 for the share schemes and directors’ interest in share capital.
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2014
Rm

2013
Rm

6. Non-redeemable, non-participating  
preference shares
Non-redeemable, non-participating preference shares at cost  441  441

4 540 041 preference shares were issued during the 2007 financial year and are listed on the 
JSE under specialist securities – preference shares sector.

These shares are entitled to a preference dividend being 82,5% of the prime interest rate. 
The company is obligated to pay any arrear dividends within five years from the proceeds 
raised by issuing new ordinary shares within six months prior to such payment. Because of 
the cumulative nature of these preference shares they are classified as debt with no 
repayment terms.

The coupon is payable semi-annually on 1 April and 1 October and annually this amounts to 
R32 million (2013: R32 million) which is included as part of finance cost in profit or loss.

7. Deferred tax liability
Movement in deferred tax
Balance at beginning of year  146 191
Prior year overprovision (146) (45)

 146

Analysis of deferred tax
–  Capital gains tax 146

8. Revenue
An analysis of the company’s revenue is as follows:
Dividends from subsidiaries, associates and joint ventures 2 419 1 926
Fees received  7  84

2 426 2 010

9. Exceptional items 
(Loss) profit on sale of subsidiaries and businesses (7) 124
Impairments of investments in subsidiaries, loans to subsidiaries and associates (128) (6)

(135)  118

10. Net financing income
Interest paid  (33) (32)
Interest received 62 113

29 81

11. Income tax INCOME
South African normal tax
–  Current  20  34
Capital gains tax
–  Current  4  8
–  Prior year over provision of current tax (6)
–  Prior year over provision of deferred tax (146) (45)
Withholding taxes on dividends  2

(126) (3)

Reconciliation of tax rate: % %

Profit before tax – effective tax rate (6,1) (0,1)
Tax effect of :
–  Withholding tax on dividends (0,1)
–  Disallowable charges/capital losses (4,7) (2,3)
–  Exempt income  32,8  25,8
–  Fair value adjustment on Lereko Mobility (Pty) Ltd call option (1,0)  2,9
–  Capital gains tax (0,2) (0,3)
–  Prior year overprovision  7,3  2,0

 28,0  28,0
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2014 
Rm

2013 
Rm

12. Directors’ fees
Refer to note 40 of the Group annual financial statements.

13. Dividends
Refer to note 34 of the Group annual financial statements.

14. Contingent liabilities
The company has contingent liabilities in respect of guarantees issued to bankers
and others, on behalf of subsidiaries, for facilities in the normal course of
business to the extent that they are used. The year-end utilisation of facilities was: 5 718 4 364

The company has contingent liabilities in respect of guarantees issued to bankers
and others, on behalf of associates, for facilities in the normal course of business
to the extent that they are used. The year-end utilisation of facilities was:  84  71

As part of the NAC sale in 2013 Imperial Holdings have issued a guarantee to secure vendor
funding for five years for:  80  80

The company has guaranteed the obligations to the investors in the commercial
paper and corporate bond issues. 6 441 5 025

15. Cash generated by operations
Profit before net financing income 2 050 2 154
Exceptional items  135 (118)
Fair value (loss) gain on Lereko Mobility (Pty) Ltd call option  71 (235)
Other fair value gains (8) (61)
Charge for amending the conversion profile of deferred ordinary shares  70
Working capital movements
–  (Increase) decrease in trade and other receivables (54)  2
–  Decrease in trade and other payables (39) (75)

2 225 1 667

Notes  to  the  company  annual  f inanc ial  s tatements  –  continued
for the year ended 30 June
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Annexure  A  –  Add it ional  informat ion  on  insurance  bus inesses

1. 	 Accounting policies
	 Insurance and investment contracts
	C lassification of contracts
	 Long-term insurance operations:
	� Insurance contracts are those contracts where the Regent Life Group (the insurer) has accepted significant insurance risk from another party 

(the policyholder) by agreeing to compensate the policyholder if a specified uncertain future event (the insured event) adversely affects the 
policyholder. As a general guideline, the Regent Life Group determines whether it has significant insurance risk, by comparing benefits paid 
with benefits payable if the insured event did not occur. Insurance contracts can also transfer financial risk.

	� Investment contracts are those contracts that transfer significant financial risk with no significant insurance risk. Financial risk is the risk of a 
possible future change in one or more of a specified interest rate, security price, commodity price, foreign exchange rate, a credit rating or 
credit index or other variable.

	� Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its lifetime, even if the 
insurance risk reduces significantly during this period, unless all rights and obligations are extinguished or expire. Investment contracts can 
however be reclassified as insurance contracts after inception, if insurance risk becomes significant.

	� Insurance contracts are classified into individual credit life contracts, individual life contracts, annuity contracts, group funeral, group life and 
group credit life contracts. This classification applies consistently across all long term insurers within Regent Life Group (being Regent South 
Africa, Lesotho National Life Assurance and Regent Life Botswana).

	� These contracts are valued in terms of the Financial Soundness Valuation (FSV) basis contained in SAP 104 issued by the Actuarial Society of 
South Africa.

	� The statutory actuary reviews the calculation of the liabilities under long-term insurance contracts and investment contracts annually at the 
statement of financial position date in accordance with prevailing legislation, Generally Accepted Actuarial Standards in South Africa and 
International Financial Reporting Standards as appropriate. The transfers to or from insurance liabilities are accounted for in the statement of 
comprehensive income and represents the increase or decrease in contract liabilities, including all necessary provisions and reserves.

	� The liabilities for investment contracts are set equal to the accumulated fair value of the underlying assets plus a non-unit reserve calculated 
in accordance with SAP 104. Any deficiency is immediately charged to profit and loss and a provision is raised for losses from the liability 
adequacy tests.

	� Investment contracts are initially and thereafter recognised at fair value, with changes in fair value being accounted for in the statement of 
comprehensive income. The premiums, benefit payments and investment earnings relating to these investment contracts have been 
excluded from the statement of comprehensive income and accounted for directly as movements in the liability.

	� Short-term insurance operations:
	� Contracts under which the short-term insurance operations accept significant insurance risk from another party (the policyholder) by agreeing 

to compensate the policyholder or other beneficiary if a specified uncertain future event (the insured event) adversely affects the 
policyholder, or other beneficiary, are classified as insurance contracts. Insurance risk is risk other than financial risk, transferred from the 
holder of the contract to the issuer. Financial risk is the risk of a possible future change in one or more of a specified interest rate, security 
price, commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index or other variable. Insurance contracts 
may also transfer some financial risk.

	� Reinsurance of long-term and short-term insurance operations:
	� Contracts entered into with reinsurers by the long-term and short-term operations, under which the group is compensated for losses on one 

or more contracts, and which meet the classification requirements for insurance contracts, are classified as reinsurance contracts held.

	� The benefits to which the long-term and short-term operations are entitled under their reinsurance contracts held are recognised as 
reinsurance assets, consisting of short-term and long-term balances due from reinsurers that are dependent on the expected claims and 
benefits. Reinsurance liabilities are primarily premiums payable and are recognised as an expense when due. Reinsurance assets are 
assessed for impairment on an annual basis, reducing the carrying amount of the reinsurance asset to its recoverable amount through the 
profit or loss.
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	� Revenue recognition
	� Long-term insurance operations:
	� Premiums and annuity considerations on insurance contracts are recognised when due in terms of the contract, other than group schemes. 

Premium receivable in respect of group schemes that is due after the year end date is ignored. However, where the operating ratios exceed 
100%, a deficiency reserve would be established to offset any expected losses up until the next renewal date. Premium income on insurance 
contracts is shown gross of reinsurance. Premiums are shown before deduction of commission. Premium income received in advance is 
included in insurance, investment, maintenance and warranty contracts. Amounts received under investment contracts, such as premiums, 
are recorded as deposits to investment contract liabilities.

	� Short-term insurance operations:
	� Gross written premiums comprise the premiums on insurance contracts entered into during the year, irrespective of whether they relate in 

whole or in part to a later accounting period. Premiums are disclosed gross of commission to intermediaries and exclude Value Added Tax. 
Premiums written include adjustments to premiums written in the prior accounting periods. The earned portion of the premium received is 
recognised as revenue. Premiums are earned from the date of attachment of risk, over the indemnity period, based on the pattern of risks 
underwritten less provisions raised for cash-backs.

	� Insurance results
	� Long-term insurance operations:
	� Profits or losses are determined in accordance with the guidance note on Financial Soundness Valuations (SAP 104) and International 

Financial Reporting Standards. The underlying philosophy of the Financial Soundness Valuation is to recognise profits over the term of each 
insurance contract. In the valuation of liabilities, provision is made for:

>> The best estimate of future experience;
>> Compulsory margins prescribed in SAP 104; and
>> Discretionary margins determined to release profits to shareholders consistent with policy design and company policy.

	 Short-term insurance operations:
	� The underwriting results are determined after making provisions for unearned premiums, outstanding claims, incurred but not reported 

claims, unexpired risk provision, cash-back provisions and such additional provisions as are considered necessary. The methods used to 
determine these provisions are as follows:

	U nearned premiums
	� Premiums are earned from the date the risk attaches, over the indemnity period, based on the pattern of the risk underwritten. Unearned 

premiums, which represent the proportion of premiums written in the current year which relate to risks that have not expired by the end of 
the financial year, are calculated on the 365th basis for even risk business and other bases that best represent the unearned risk profile for 
uneven risk business.

	C laims
	� Claims incurred consist of claims and claims handling expenses paid during the financial year together with the movement in the provision 

for outstanding claims. Claims outstanding comprise provisions for the estimate of the ultimate cost of settling all claims incurred but unpaid 
at the statement of financial position date whether reported or not, and an appropriate risk margin. Related anticipated reinsurance 
recoveries are disclosed separately as assets. These estimated reinsurance and other recoveries are assessed in a manner similar to the 
assessment of claims outstanding.

	� While the directors consider that the gross provisions for claims and the related reinsurance recoveries are fairly stated on the basis of the 
information currently available to them, the ultimate liability will vary as a result of subsequent information and events and may result in 
significant adjustments to the amounts provided. Adjustments to the amounts of claims provisions established in prior years are reflected in 
the financial statements for the period in which the adjustments are made, and disclosed separately if material. The methods used to value 
these provisions, and the estimates made, are reviewed regularly.

	�I ncurred but not reported – IBNR
	� Provision is made in the policyholders’ liabilities under insurance contracts for the estimated cost at the end of the year for claims IBNR at 

that date. IBNR provisions are calculated using run-off triangle techniques or as a multiple, based on the average historical reporting delay, 
of the claims reported in the three weeks following the valuation date but where the claims event occurred prior to valuation date. These 
liabilities are not discounted due to the short-term nature of outstanding claims. Outstanding claims and benefit payments are stated gross 
of reinsurance.

Annexure  A  –  Add it ional  informat ion  on  insurance  bus inesses  –  continued
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	U nexpired risk provision
	� Provision is made for unexpired risks arising to the extent that the expected value of claims and claims handling expenses attributable to 

the unexpired periods of contracts in force at the statement of financial position date exceeds the unearned premiums provision in relation 
to such contracts and attributable investment income after the deduction of any deferred acquisition costs.

	�C ash-back provisions
	� A provision is made for the accrued expected obligations to policyholders to the extent that the premiums for these benefits are already 

received and other terms and conditions are met within the period leading up to the expected cash back.

	 Deferred acquisition costs
	� The costs of acquiring new and renewal insurance business that is commission and other acquisition costs, primarily related to the term 

products of that business, are deferred. Deferred acquisition costs are amortised on a pro-rata basis over the contract term. Similarly, any 
reinsurance commissions received are deferred and recognised as income over the term of the reinsurance contract.

	C ell Captives
	� The group operates cell captives on behalf of entities that wish to participate in the insurance result of a particular category of insured risk. 

Preference shares are issued to those participants giving them the right to share profits on an agreed basis. To reflect the substance of the 
transaction it is consolidated and the participant’s share of profits is treated as a non-controlling interest.

2014
Rm

2013
Rm

2. Other investments and loans 
(note 10 to the consolidated annual financial statements)

2.1 Financial assets held at fair value 
Balance at beginning of the year 2 908  2 218
Additions  2 706 2 126 
Disposals (3 898) (1 630)
Fair value adjustment   171
Realised gains 152
Unrealised gains 36
Currency adjustments 12 23 

Balance at the end of the year  1 916 2 908 

2.2 Reconciliation to consolidated annual  
financial statements
Financial assets at fair value – insurance businesses  1 916 2 908
Financial assets at fair value – other operations 276 129

  2 192 3 037
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2014
Rm

2013
Rm

3. Insurance liabilities
3.1 Outstanding claims, including incurred but not reported

Short-term operations 
Balance at beginning of year 643 633 
Claims settled in the year (969) (1 221)
Claims incurred during the year 884 1 231 

Balance at end of year 558 643 

Outstanding claims * 455 513 
Incurred but not reported 103 130 

Balance at end of year 558 643 

* This amount is reflected in trade and other payables

3.2. Short-term insurance – unearned premium provision
Balance at beginning of year 480 481 
Premiums written during the year 1 890 2 232 
Premiums earned during the year (1 865) (2 233)

Balance at end of year 505 480 

3.3 Long-term operations – liabilities under insurance contracts
Balance at beginning of the year 569 465 
Transfer from statement of comprehensive income 85 99
Arising from translation of foreign liabilities 2 5
Sale of book of business (141)

Balance at end of the year 515 569

		  Process used to decide on long-term insurance assumptions
		�  The business was divided up into homogenous groupings and then each grouping was analysed. Best estimate assumptions were 

then derived based on these experience investigations. Where data was limited, industry information was used. Recent trends 
evident in the data were allowed for.

		�  The value of insurance liabilities is based on best estimate assumptions of future experience plus compulsory margins as required 
in terms of SAP 104, plus additional discretionary margins determined by the statutory actuary.

Annexure  A  –  Add it ional  informat ion  on  insurance  bus inesses  –  continued
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3.	 Insurance assets and liabilities continued

	 3.3	 Long-term operations – Liabilities under insurance contracts continued
		  The compulsory margins are summarised as follows:

Assumption Compulsory Margin

Investment earnings Investment earnings assumption was increased or decreased by 0,25% depending on which gives the 
higher liability

Expense inflation 10% loading on the expense inflation assumption

Mortality Assumption was decreased by 7,5% for annuities and increased for all other classes

Morbidity Assumption was increased by 10%

Retrenchment Assumption was increased by 20% 

Lapses Lapse rate assumptions were increased or decreased by 25% depending on which gives the higher 
liability 

Surrenders Surrender rate assumptions were increased or decreased by 10% depending on which gives the higher 
liability

Expenses 10% loading on the expense assumption

		  In addition to the above compulsory margins the following additional discretionary margins were incorporated:

Retrenchment For credit life, an additional 30% margin was added 

Dread disease For credit life, an additional 15% margin was added

Extended lives mortality An additional 7,5% margin was added

Lapses 20% margin in year 1 and 2 and 50% thereafter in respect of the Clicks portfolio

All other decrements For credit life, an additional 10% margin was added

		�  Negative reserves arise when the present value of future estimated benefits is less than the present value of future valuation net 
premiums. Negative reserves are eliminated on a policy by policy basis for all policies that have three or more premiums in arrears. 
For some of the cell captive arrangements as well as for business written via new distribution channels where limited experience 
has been observed, all negative reserves are eliminated.

		�  The assumptions used for insurance contracts are as follows:

		�  All the assumptions below are based on the most recent experience investigations in each country modified for expected trends. 
Generally experience investigations are carried out for all assumptions every year:

		  a)	 Mortality
			�   Adjusted standard assured lives and annuity tables were used to reflect the Regent Life Group’s recent claims experience. The 

adjustments allow for the expected increase in AIDS related claims. The allowance for AIDS is based on the relevant actuarial 
guidance notes as provided by the Actuarial Society of South Africa.

		  b)	 Morbidity
			�   Disability and dread disease rates are based on standard morbidity tables and critical illness tables and where appropriate, 

adjusted to reflect the Regent Life Group’s recent claims experience.

		  c)	 Medical and Retrenchment
			�   The incidence of medical and retrenchment claims is derived from the risk premium rates determined from annual 

investigations. The adjusted rates are intended to reflect future expected experience.

		  d)	W ithdrawal
			�   The withdrawal assumptions are based on the most recent withdrawal investigations taking into account past as well as 

expected future trends. The withdrawal rates are calculated every year for each company/country, and by class and policy 
duration. Typically the rates are higher at early durations.
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		  e)	� Investment returns
		�	�   The investment return derivation was changed this year to be more in line with the financial services board (FSB) requirements 

under the South African quantitative impact study (QIS) basis. For Lesotho and South Africa, the same approach was followed 
across all product lines, i.e. the calculation of the liabilities was based on the risk free interest rate term structure or the nominal 
South African government bonds curve.

			�   For Botswana, the investment return derivation has remained unchanged as it still depends on the discounted mean term of 
the underlying policies. The returns on the actual and matching portfolios were taken into account and the portfolio giving the 
lower investment return was used. A margin of 0,5% was applied to reflect any mismatch risk. The same assumption was 
applied across all product lines.

			   The long-term investment returns (before compulsory margins) are as follows:

			   South Africa
			   Credit Life: 	 nominal South African government bond yield curve (2013: 4,86%)
			   Individual Life: 	 nominal South African government bond yield curve (2013: 6,58%)
			   Disabled Annuity business: 	 nominal South African government bond yield curve (2013: 7,58%)
			   Botswana: 	 2,75% (2013: 4,32%)
			   Lesotho: 	 nominal South African government bond yield curve (2013: 6,81%)
			   Lesotho future reversionary bonus: 	 5% (2013: 5%)

		  f) 	 Renewal expenses and inflation
			�   A detailed expense investigation for each company/country was undertaken and the expenses were split by line of business 

and between new business and maintenance expenses.

		�	�   The maintenance expenses were adjusted for expected inflation in the future and spread over the anticipated volumes of 
business over the next year to derive a per policy expense for each class. The expenses allocated to new business are expected 
to be covered by future new business written.

		  g)	 Tax
			�   The interest and expense assumptions are net of any taxation payable based on the tax environment for each country and the 

tax position of the company.

		C  hange in assumptions
		�  The following changes were made to the valuation basis for Regent Life South Africa. All assumptions include compulsory margins.

		�  The economic assumptions were reviewed in the light of the anticipated regulatory changes with respect to the calculation of the 
actuarial liabilities and the setting of reserving basis. The investment return is now based on the nominal government bond yield 
curve and an implied inflation curve as opposed to a fixed investment and inflation assumption which was previously dependent 
on the discounted mean term of the underlying policies.

		�  As a result of these economic changes, the actuarial liabilities increased by R7,2 million.

		�  The non-economic assumptions were also reviewed as follows:

−− Per policy expenses were amended to reflect the current and expected future experience. This resulted in a decrease in 
actuarial liabilities of R5,7 million.

		  As a result of these non-economic changes, the actuarial liabilities decreased by R5,7 million.
		  The overall impact of all the above changes was an increase in the actuarial liabilities of R1,5 million.
		�  Regarding Botswana, the value of liabilities as at 30 June 2014 increased by P2 million as a result of changes to valuation 

assumptions. The main assumptions changes causing this increase were as follows:

−− The economic assumptions were amended to reflect the current economic environment. This resulted in an increase in reserves 
of P1,7 million.

−− Per policy expenses and lapse assumptions were amended to reflect the current and expected future experience. This resulted 
in an increase in reserves of P0,3 million.

		

Annexure  A  –  Add it ional  informat ion  on  insurance  bus inesses  –  continued
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3.	 Insurance assets and liabilities continued

	 3.3	 Long-term operations – Liabilities under insurance contracts continued
�		�  Regarding Lesotho, the changes detailed below were made to the valuation assumptions. As a result of these changes, the BSR of 

the with-profits business decreased by approximately M17,5 million and the without-profit reserves decreased by M0,1 million.
−− The economic assumptions were amended to reflect the current economic environment. This resulted in a decrease in 

reserves of M10,6 million.
−− Per policy expenses were amended to reflect the current and expected future experience. This resulted in a decrease in 

reserves of M7,0 million.

		  Sensitivity analysis: Life operations
		�  The following table presents the sensitivity of the value of insurance liabilities disclosed in this note to movements in the 

assumptions used in the estimation of insurance liabilities.

Variable Change in variable

Change in
liability

2014
Rm

Change in
liability

2013
Rm

Worsening of mortality 10% worse claims 44,2 42,3
Lowering of investment returns 15% lower returns (1,6) (0,9)
Worsening of base renewal expense level 10% higher expenses 26,9 25,8
Worsening of expense inflation 10% higher expense inflation 6,1 4,1
Worsening of lapse rate 25% higher withdrawals 38,4 38,8

		�  The 2014 sensitivities are in line with the prior year. There has been a marginal increase in the sensitivity of the insurance liabilities 
across each scenario reflecting the growth in the overall policy count of in force policies.

		�  The above analysis is based on a change in an assumption while holding all other assumptions constant. In practice, this is unlikely 
to occur, and the changes in some assumptions may be correlated – e.g. change in interest rate and inflation.

2014
Rm

2013
Rm

3.4 Long-term operations – Financial liabilities 
under investment contracts
Balance at beginning of the year 144 120 
Deposits 18 11 
Payments (8) (3)
Fair value adjustment 27 16
Purchase of book of business 134

Balance at end of the year 315 144 

3.5 Reconciliation to consolidated annual financial 
statements – (note 22 on page 51)
Insurance and investment contracts 
Short-term operations 575 570

Short-term operations – Unearned premium provisions (See 3.2)  505  480
Short-term operations – Maintenance funds 70 90

Long-term operations 830 713

Long-term operations – Liabilities under insurance contracts (See 3.3)  515  569
Long-term operations – Liabilities under investment contracts (See 3.4) 315 144

1 405 1 283
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2014
Rm

2013
Rm

3.6 Reinsurers’ share of liabilities under insurance contracts
(note 11 to the consolidated annual financial statements)
Balance at beginning of the year  227  242
Movement in reinsurer’s share of insurance liabilities  40 (15)

Balance at the end of the year 267 227

3.7. Insurance claims provisions
(note 24 to the consolidated annual financial statements)
Short-term operations – IBNR (See 3.1) 103 130
Long-term operations – outstanding claims provisions*  6  45
Other operations – outstanding claims provisions 16 19

125 194

* Included in the prior year figure is R42 million that has been reclassified to payables in the current year.

2014
Rm

2013
Rm

4. Revenue 
(note 26 to the consolidated annual financial statements)
Premium income 
Long-term operations
Individual and Credit Life premium income
Gross Single premiums 97 106
Net recurring premiums 582 524

 Gross recurring premiums 611 550
 Reinsurance (29) (26)

Group life premium income
Net Life premuim income 142 133

  Gross recurring premiums 215 201
  Reinsurance (73) (68)

Net premium income from long-term operations 821 763
Short-term operations
Net premium income from short-term operations 1 697 2 000

  Gross premiums written 1 879 2 192
  Reinsurance (182) (192)

Total net premium income 2 518 2 763

Total gross premium income 2 802 3 049

	� Gross premium of R10 million (2013: R40 million) that relates to business within the group has been eliminated from the short-term 
operations gross premium above.

	 Insurance results
	� The short-term insurance operations reported an insurance result excluding investment returns of R150 million in 2014 (2013: R115 million). 

The long-term insurance operations reported an insurance result excluding investment returns of R76 million (2013: R58 million)

Annexure  A  –  Add it ional  informat ion  on  insurance  bus inesses  –  continued
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5.	 Management of insurance-specific risks
	 Insurance risk
	 Long-term insurance operations
	� Insurance risk is the risk that future claims and expenses will exceed the premiums received to take on this risk.

	� It occurs due to the uncertainty of the timing and amount of future cash flows arising under insurance contracts. This could also occur because 
of the frequency or severity of claims and benefits being greater than estimated. Insurance events are random and the actual number and 
amount of claims and benefits will vary from year to year from the estimate using statistical techniques.

	� The long-term insurance operations uses appropriate base tables of standard mortality and morbidity which are modified to reflect the type 
of contract being written and the territory in which the insured person resides. An investigation into the actual experience of the group over 
the last three years is carried out, and statistical methods are used to adjust the crude mortality rates to produce a best estimate of expected 
mortality for the future. Termination statistics to investigate the deviation of actual termination experience against assumptions are used. 
Statistical methods are used to determine appropriate rates. An allowance is then made for any trends in the data to arrive at the best 
estimate of future termination rates.

	� Short-term operations
	� This operation underwrites risks that natural persons, corporates or other entities wish to transfer to an insurer. Such risks may relate to 

property, accident, personal accident, motor, engineering, marine, liability and aviation. As such the operation is exposed to uncertainty 
surrounding the timing, frequency and severity of claims under insurance contracts. The principal risk is that the frequency and/or severity 
of claims are greater than expected. Insurance events are by their nature random and the actual size and number of events in any one year 
may vary from those estimated and experienced in prior periods.

	� The operation underwrites primarily short-tailed risks, that is, insurance under which claims are typically settled within one year of the 
occurrence of the events giving rise to the claims. Risks that are long-tailed in nature represent an insignificant portion of the group’s 
insurance portfolio. Therefore the group’s exposure at any time to insurance contracts issued more than one year before is limited.

	�C apital adequacy and solvency risk
	� The Financial Services Board is in the process of developing a new Solvency Assessment and Management (SAM) regime for the South 

African long-term and short-term insurance industries, to be in line with international standards. The implementation date for SAM is  
1 January 2016. However certain interim requirements were introduced in 2012, which prescribes the method used to calculate the Statutory 
Capital Requirement and IBNR on a more risk-sensitive basis.

	 Long-term operations:
	� The capital adequacy requirement (CAR) is determined according to generally accepted actuarial principles in terms of the guidelines issued 

by the Actuarial Society of South Africa. It is an estimate of the minimum capital that will be required to meet fairly substantial deviations 
from the main assumptions affecting the Group’s business. At 30 June 2014 the CAR is R93,6 million and the ratio of excess assets to CAR 
is 3.3 (2013: R106,1 million, capital adequacy ratio 3.2).

	� Short-term operations:
	� The group submits quarterly and annual returns to the Financial Services Board that show the solvency position of its insurance operations. 

The group is required to maintain, at all times, a statutory surplus asset ratio and free assets after spreading limitations as defined in the 
Short-term Insurance Act, 1998 (‘the Act) and in line with the prescribed interim measures mentioned above. The returns submitted by the 
company to the regulator showed that the company met the minimum capital requirements at the year-end date. At June 2014 the solvency 
ratio is 40,2% (2013: 50,1%)

	 Underwriting risk
	� Long-term insurance operations:
	� The Statutory Actuary reports annually on the actuarial soundness of the premium rates in use and the profitability of the business taking 

into consideration the reasonable benefit expectation of policyholders. All new rate tables are approved and authorised by the Statutory 
Actuary prior to being issued. Annual investigations into mortality and morbidity experience are conducted. All applications for risk cover in 
excess of specified limits are reviewed by experienced underwriters and evaluated against established standards. All risk-related liabilities 
in excess of specified monetary or impairment limits are reinsured.
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	� Short-term insurance operations:
	� The operation limits its exposure to insurance risk through setting a clearly defined underwriting strategy including limits, adopting 

appropriate risk assessment techniques and the reinsurance of risks that exceed its risk appetite. The underwriting strategy ensures 
diversification of insurance risk in terms of type and amount of risk covered, geographical location and type of industry covered. The strategy 
also aims to develop a sufficiently large population of risks to reduce the variability of the expected outcome. Ongoing review and analysis 
of underwriting information enables the group to monitor its risks and take timely corrective action.

	 Regulatory risks
	� Continuous legislation changes in the long-term and short-term environment may impact on the operational and financial structures within 

these businesses. The group has sufficient resources to address the impact of legislation timeously and efficiently.

	� During the development stage of any new product, rights and obligations of all parties are clearly defined in the contracts and documentation.

	F inancial risk
	 Long-term insurance operations:
	� The group is exposed to financial risk through its financial assets, financial liabilities, reinsurance assets and insurance liabilities. In particular, 

the key financial risk is that the proceeds from its financial assets are not sufficient to fund the obligations arising from its insurance and 
investment contracts. Components of this financial risk are interest rate risk, equity price risk, currency risk, liquidity risk and credit risk. An 
investment committee sets policies and receives monthly and quarterly reports on compliance with investment policies.

	� The long-term insurance operations manage these positions within an asset liability management (ALM) framework that has been developed 
to achieve long-term investment returns in excess of its obligations under insurance and investment contracts. The principal technique of the 
asset liability management framework is to match assets to the liabilities arising from insurance and investment contracts by reference to 
the type and timing of benefits payable to policyholders.

	 Short-term insurance operations:
	� The short-term operations are exposed to daily calls on its available cash resources from claims arising. Liabilities are matched by appropriate 

assets and the operations have significant liquid resources to cover its obligations.

	C atastrophe risk
	 Short-term insurance operations:
	� The operation sets out the total aggregate exposure that it is prepared to accept in certain territories due to a range of events such as natural 

catastrophes. The aggregate position is reviewed annually. The operation uses a number of modeling tools to monitor aggregation and to 
simulate catastrophe losses in order to measure the effectiveness of the reinsurance programmes and the net exposure of the operations.

	C redit risk
	� Fair values of financial assets may be affected by the creditworthiness of the issuer. Limits of exposure are set by the investment committee 

and are continuously monitored. The operation has policies in place that limit the credit exposure to any institution and reputable reinsurers 
are used for the group’s reinsurance treaties.

	C urrency risk
	� The operations currency risk is limited to foreign claims payable and transactions with the Botswana subsidiaries. The currency risk is not 

hedged as the exposure is not considered significant.

Annexure  A  –  Add it ional  informat ion  on  insurance  bus inesses  –  continued
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6. 	� Significant accounting judgments and estimates
	 Long-term insurance operations:
	 Insurance liabilities in respect of long-term insurance contracts and investment contracts:

	� Valuation assumptions represent a best estimate. Compulsory margins are applied as required in terms of the FSV basis and discretionary 
margins may be added if the Statutory Actuary and Board consider it necessary to cover the risks inherent in the business or to ensure that 
profits emerge in a prudent manner in line with the original product design. The FSV is also adjusted to reflect any country specific legislative 
requirements for Botswana and Lesotho. The valuation of investment contracts is linked to the fair value of the supporting assets plus a 
non-unit reserve.

	 Short-term insurance operations:
	� The estimation of the liability arising from claims under short-term insurance contracts is impacted on by several sources of uncertainty. The 

environment can change unexpectedly and the group is therefore constantly refining its short-term insurance risk management tools in order 
to assess risk appropriately.

	� A large proportion of the premium of warranty policies is used to fund up-front costs such as commissions and fees. The remainder of the 
premium needs to be deferred and recognized as income in line with the expiring risk profile of the policies. A margin is kept within the 
warranty unearned premium provision to absorb adverse changes in the risk profile .These multi-year policies often only become effective 
once a defined event has occurred, for example, after the motor manufacturers’ warranty has expired.

	� The company uses a stochastic model to calculate the IBNR at a 75% level of sufficiency for all business captured on its administration 
system. Methodology for the allocation of reserves was made consistent with Regent’s internal capital allocation model.
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Summary of global workforce 2014 2013

South African (including foreign nationals) 38 766 39 259

Non-South African 12 905 11 748

Total workforce 51 671 51 007

Summary of the employment equity report terms of section 22 of the Employment Equity Act of South Africa

Occupational levels

Male Female Foreign nationals Total Total

A C I W A C I W M F 2014 2013

Permanent staff

Top management  2  1  11  118  5  3  3  14  2  159  167

Senior management  27  16  55  356  17  8  24  81  4  588  576

Professionally qualified and experienced specialists and mid-management  275  201  295  1 342  137  89  129  762  7  5 3 242 3 282
Skilled technical and academically qualified workers, junior management, 
supervisors, foremen and superintendents  3 007  1 039  806  2 545  1 001  408  273  1 416  42  4 10 541 10 643

Semi-skilled and discretionary decision-making  8 206  1 589  518  897  1 701  724  313  1 197  44  11  15 200 16 611

Unskilled and defined decision-making  4 345  596  89  75  1 110  157  4  20  25  6 421 6 154 

 15 862  3 442  1 774  5 333  3 971  1 389  746  3 490  122  22  36 151 37 433 

Non-permanent staff  1 622  234  124  71  335  120  60  47  2  2 615 1 826 

 17 484  3 676  1 898  5 404  4 306  1 509  806  3 537  124  22  38 766 39 259 

A = Africans; C = Coloured; I =Indians; W = Whites

The above summary is an aggregation of all South African operating entities.

Annexure  B  –  Summary  of  employment  equ i ty  report
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Summary of global workforce 2014 2013

South African (including foreign nationals) 38 766 39 259

Non-South African 12 905 11 748

Total workforce 51 671 51 007

Summary of the employment equity report terms of section 22 of the Employment Equity Act of South Africa

Occupational levels

Male Female Foreign nationals Total Total

A C I W A C I W M F 2014 2013

Permanent staff

Top management  2  1  11  118  5  3  3  14  2  159  167

Senior management  27  16  55  356  17  8  24  81  4  588  576

Professionally qualified and experienced specialists and mid-management  275  201  295  1 342  137  89  129  762  7  5 3 242 3 282
Skilled technical and academically qualified workers, junior management, 
supervisors, foremen and superintendents  3 007  1 039  806  2 545  1 001  408  273  1 416  42  4 10 541 10 643

Semi-skilled and discretionary decision-making  8 206  1 589  518  897  1 701  724  313  1 197  44  11  15 200 16 611

Unskilled and defined decision-making  4 345  596  89  75  1 110  157  4  20  25  6 421 6 154 

 15 862  3 442  1 774  5 333  3 971  1 389  746  3 490  122  22  36 151 37 433 

Non-permanent staff  1 622  234  124  71  335  120  60  47  2  2 615 1 826 

 17 484  3 676  1 898  5 404  4 306  1 509  806  3 537  124  22  38 766 39 259 

A = Africans; C = Coloured; I =Indians; W = Whites

The above summary is an aggregation of all South African operating entities.
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