
Notes to the consolidated 
financial statements (continued)

for the year ended 30 June

1.	 Basis of preparation and consolidation
The consolidated financial statements (financial statements) have been prepared in accordance with IFRS, the interpretations 
adopted by the International Accounting Standards Board (IASB), the SAICA Financial Reporting Guides as issued by the 
Accounting Practices Committee and the Financial Reporting Pronouncements as issued by the Financial Reporting Standards 
Council, the JSE Limited Listings Requirements and in terms of the requirements of the Companies Act of South Africa.

The consolidated financial statements are prepared on the historical cost basis, other than certain financial instruments, 
which are carried at their fair value.

The preparation of consolidated financial statements in conformity with IFRS requires the board of directors to make 
judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, 
income and expenses. Although estimates and associated assumptions are based on historical experience and various 
other factors that are believed to be reasonable under the circumstances (the results of which form the basis of making the 
judgements about carrying values of assets and liabilities that are not readily apparent from other sources), the actual outcome 
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised, if the revision affects only that period, or in the period of the revision 
and future periods if the revision affects both current and future periods.

The financial statements are presented in South African Rands, which is also the Group’s presentation currency. Assets and 
liabilities of foreign operations, including fair value adjustments arising on consolidation, are translated into South African rand 
at rates of exchange ruling at the statement of financial position date. Income, expenditure and cash flow items are translated 
into South African rand at rates approximating the foreign exchange rates ruling at the dates of the transactions. Foreign 
exchange differences arising on translation are recognised directly in equity as a foreign currency translation reserve. When 
a foreign operation is disposed of, in part or in full, and control is lost the relevant amount in the foreign currency translation 
reserve is transferred to the income statement. All financial information has been rounded to the nearest thousand unless 
stated otherwise.

The Group Audit committee is satisfied that the critical accounting policies are appropriate to the Group and, except as 
detailed below, the accounting policies have been applied consistently to all periods presented in these financial statements.

2.	 New and revised accounting standards
During the current year, the Group implemented the amendments to IFRS 9: (Amendments to) Financial Instruments; 
IAS 39: (Amendments to) Financial Instruments: Recognition and Measurement; and IFRS 7: (Amendments to) Financial 
Instruments: Disclosure – Interest rate benchmark reform (phase 2). The application of the aforementioned amendments has 
had no material impact on the financial statements.
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Notes to the consolidated 
financial statements (continued)

for the year ended 30 June

At the date of approval of the annual financial statements, the following new standards, interpretations and amendments that 
apply to the Group were in issue but not yet effective:

Standard/interpretation Description

Reporting period 
beginning on or 
after

IFRS 17: ‘Insurance contracts’ The IASB issued IFRS 17, ‘Insurance contracts’, and thereby started a 
new epoch of accounting for insurers. Whereas the current standard, 
IFRS 4, allows insurers to use their local GAAP, IFRS 17 defines clear 
and consistent rules that will significantly increase the comparability of 
financial statements. For insurers, the transition to IFRS 17 will have an 
impact on financial statements and on key performance indicators.

Under IFRS 17, the general model requires entities to measure an 
insurance contract at initial recognition at the total of the fulfilment 
cash flows (comprising the estimated future cash flows, an adjustment 
to reflect the time value of money and an explicit risk adjustment for 
non-financial risk) and the contractual service margin. The fulfilment 
cash flows are remeasured on a current basis each reporting period. 
The unearned profit (contractual service margin) is recognised over the 
coverage period.

Aside from this general model, the standard provides, as a simplification, 
the premium allocation approach. This simplified approach is applicable 
for certain types of contract, including those with a coverage period of 
one year or less.

For insurance contracts with direct participation features, the variable 
fee approach applies. The variable fee approach is a variation on the 
general model. When applying the variable fee approach, the entity’s 
share of the fair value changes of the underlying items is included in the 
contractual service margin. As a consequence, the fair value changes 
are not recognised in profit or loss in the period in which they occur but 
over the remaining life of the contract.

1 January 2023

IFRS 17: (Amendments to) 
‘Insurance contracts’

In response to some of the concerns and challenges raised, the Board 
developed targeted amendments and several proposed clarifications 
intended to ease implementation of IFRS 17, simplify some requirements 
of the standard and ease transition. The amendments are not intended 
to change the fundamental principles of the standard or unduly disrupt 
implementation already underway.

1 January 2023

IAS 1 (Amendment to), ‘Presentation 
of Financial Statements’ on Classification 
of Liabilities as Current or Non-current.

The amendment clarifies that liabilities are classified as either current 
or non-current, depending on the rights that exist at the end of the 
reporting period. A number of requirements must be met to determine 
the correct classification.

1 January 2023

IAS 1 (Narrow scope amendment to), 
‘Presentation of Financial Statements’, 
Practice statement 2 and IAS 8 
‘Accounting Policies, Changes in 
Accounting Estimates and Errors’.

The amendments aim to improve accounting policy disclosures and 
to help users of the financial statements to distinguish changes in 
accounting policies from changes in accounting estimates.

1 January 2023

IAS 12: (Amendments to), Income 
Taxes: Deferred Tax related to 
Assets and Liabilities arising from a 
Single Transaction. 

The amendments require companies to recognise deferred tax on 
transactions that, on initial recognition give rise to equal amounts of 
taxable and deductible temporary differences.

1 January 2023

IFRS 3: ‘Business combinations’ The Board has updated IFRS 3, ‘Business combinations’, to refer 
to the 2018 Conceptual Framework for Financial Reporting, in order 
to determine what constitutes an asset or a liability in a business 
combination. 

1 January 2022

In addition, the Board added a new exception in IFRS 3 for liabilities 
and contingent liabilities. The exception specifies that, for some types 
of liabilities and contingent liabilities, an entity applying IFRS 3 should 
instead refer to IAS 37, ‘Provisions, Contingent Liabilities and Contingent 
Assets’, or IFRIC 21, ‘Levies’, rather than the 2018 Conceptual 
Framework.

The Board has also clarified that the acquirer should not recognise 
contingent assets, as defined in IAS 37, at the acquisition date.
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Notes to the consolidated 
financial statements (continued)

for the year ended 30 June

Standard/interpretation Description

Reporting period 
beginning on or 
after

IAS 16: (Amendments to) ‘Property, 
Plant and Equipment’ on Proceeds 
before Intended Use

The amendment to IAS 16 prohibits an entity from deducting from 
the cost of an item of PPE any proceeds received from selling items 
produced while the entity is preparing the asset for its intended use (for 
example, the proceeds from selling samples produced when testing a 
machine to see if it is functioning properly). The proceeds from selling 
such items, together with the costs of producing them, are recognised 
in profit or loss. 

1 January 2022

IAS 37: (Amendments to) ‘Provisions, 
Contingent Liabilities and Contingent 
Assets’ on Onerous Contract/Cost of 
Fulfilling a Contract

The amendment clarifies which costs an entity includes in assessing 
whether a contract will be loss-making. This assessment is made by 
considering unavoidable costs, which are the lower of the net cost of 
exiting the contract and the costs to fulfil the contract. The amendment 
clarifies the meaning of ‘costs to fulfil a contract’. Under the amendment, 
costs to fulfil a contract include incremental costs and the allocation of 
other costs that relate directly to fulfilling the contract. 

1 January 2022

Annual improvements cycle 2018 to 2020 These amendments include minor changes to: 1 January 2022

•	 IFRS 1, ‘First time adoption of IFRS’ has been amended for a 
subsidiary that becomes a first-time adopter after its parent. 
The subsidiary may elect to measure cumulative translation 
differences for foreign operations using the amounts reported 
by the parent at the date of the parent’s transition to IFRS.

•	 IFRS 9, ‘Financial Instruments’ has been amended to include 
only those costs or fees paid between the borrower and the 
lender in the calculation of ‘the 10% test’ for derecognition of 
a financial liability. Fees paid to third parties are excluded from 
this calculation. 

•	 IFRS 16, ‘Leases’, amendment to the Illustrative Example 
13 that accompanies IFRS 16 to remove the illustration of 
payments from the lessor relating to leasehold improvements. 
The amendment intends to remove any potential confusion 
about the treatment of lease incentives.

•	 IAS 41, ‘Agriculture’ has been amended to align the 
requirements for measuring fair value with those of IFRS 13. 
The amendment removes the requirement for entities to 
exclude cash flows for taxation when measuring fair value. 

The impact of the aforementioned new standards, interpretations and amendments not yet effective is currently being 
assessed.
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