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Accounting Policy

BONUS PLANS

The Group recognises a liability and an expense for bonuses
based on a formula that takes into consideration the profit
attributable to the Group’s shareholders after certain
adjustments. The Group recognises a provision when
contractually obliged or where there is a past practice that

has created a constructive obligation.

Derivative financial instruments are mainly used to manage
operational exposure to interest rate, foreign exchange and
commodity price risks. Derivatives are initially recognised at
fair value on the date a derivative contract is entered into
and are subsequently re-measured at their fair value. The
method of recognising the resulting gain or loss depends
on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged.

The Group designates certain derivatives as either:

- hedges of the fair value of recognised assets or liabilities or
a firm commitment (fair value hedge); or

- hedges of a particular risk associated with a recognised
asset or liability or a highly probable forecast transaction

(cash flow hedge).

The Group documents at the inception of the transaction
the relationship between hedging instruments and hedged
items, as well as its risk management objectives and strategy
for undertaking various hedge transactions. The Group also
documents its assessment, both at hedge inception and on
an ongoing basis, of whether the derivatives that are used
in hedging transactions are highly effective in offsetting

changes in fair values or cash flows of hedged items.

The fair values of various derivative instruments used for
hedging purposes are disclosed in note 18. Movements
on the hedging reserve in shareholders’ equity are shown
in note 23. The full fair value of a hedging derivative is

classified as a non-current asset or liability if the remaining

maturity of the hedged item is more than 12 months, and
as a current asset or liability if the remaining maturity of the
hedged item is less than 12 months. Trading derivatives are

classified as current assets or liabilities.

FAIR VALUE HEDGES

Changes in the fair value of derivatives that are designated
and qualify as fair value hedges are recorded in the income
statement, together with any changes in the fair value of
the hedged asset or liability that are attributable to the
hedged risk. The gain or loss relating to the effective portion
of interest rate swaps hedging fixed rate borrowings
is recognised in the income statement within ‘finance
costs’ The gain or loss relating to the ineffective portion is
recognised in the income statement within ‘other operating
income/expenses. Changes in the fair value of the hedged
fixed rate borrowings attributable to interest rate risk are

recognised in the income statement within ‘finance costs.

If the hedge no longer meets the criteria for hedge
accounting, the adjustment to the carrying amount of a
hedged item for which the effective interest rate method
is used, is amortised to profit or loss over the period to

maturity.

CASH FLOW HEDGES

The effective portion of changes in the fair value of
derivatives, that are designated and qualify as cash flow
hedges, are recognised in equity. The gain or loss relating
to the ineffective portion is recognised immediately
in the income statement. Amounts accumulated in
equity are recycled in the income statement in the
periods when the hedged item will affect profit or loss.
However, when the forecast transaction that is hedged,
results in the recognition of a non-financial asset or
a liability, the gains and losses previously deferred in
equity are transferred from equity and included in the

initial measurement of the cost of the asset or liability.

When a hedging instrument expires or is sold, or when a
hedge no longer meets the criteria for hedge accounting,

any cumulative gain or loss existing in equity at that time
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remains in equity and is recognised in the income statement
when the forecast transaction is ultimately recognised in
the income statement. When a forecast transaction is no
longer expected to occur, the cumulative gain or loss that
was reported in equity is transferred immediately to the

income statement.

EMBEDDED DERIVATIVES

An embedded non-option derivative is separated from its
host contract on the basis of its stated or implied substantive
terms, soastoresultinafairvalue of zeroatinitial recognition.
Embedded option-based derivatives are initially recognised
at fair value. Subsequently, all embedded derivatives are
re-measured to fair value, with the related gains or losses

recognised directly in the income statement.

DERIVATIVES THAT DO NOT QUALIFY FOR
HEDGE ACCOUNTING

Certain derivative instruments do not qualify for hedge
accounting. Changes in the fair value of any derivative
instruments that do not qualify for hedge accounting are
recognised immediately in the income statement within

‘other operating income/expenses.

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all the

attached conditions.

Government grants relating to costs are deferred and
recognised in the income statement over the period
necessary to match them with the costs that they are

intended to compensate.

Government grants relating to the purchase of property,
plant and equipment are included in current liabilities as
deferred government grants and are credited to the income
statement on a straight-line basis over the expected lives of

the related assets.
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Dividend distributions to the Company’s shareholders are
recognised as a liability in the Group’s financial statements
in the period in which the dividends are approved by the

Company'’s shareholders.

A business segment is a group of assets and operations
engaged in providing products or services that are subject
to risks and returns that are different from those of other
business segments. A geographical segment is engaged in
providing products or services within a particular economic
environment that are subject to risks and returns that
are different from those of segments operating in other

economic environments.

Borrowing costs are expensed in the income statement

during the period in which it is incurred.
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Income Statement

GROUP
Notes Rzggg
Revenue 9,664,362
Cost of goods sold (6,602,927)
Gross profit 3,061,435
Other operating income 86,199
Biological assets fair value adjustments 3 115,649
Distribution costs (845,215)
Administrative expenses (221,415)
Other operating expenses (1,449,748)
Items of a capital nature 4 76,735
Operating profit 3 823,640
Investment income 5 14,635
Finance costs 6 (80,797)
Profit from associated companies 510
Profit before income tax 757,988
Income tax expense 7 (186,135)
Profit for the year 571,853
Attributable to:
Equity holders of the Group 571,384
Minority interest 469
571,853
Earnings per ordinary share for profit attributable to the equity holders of the Group
Earnings per ordinary share (cents) 8 3774
Diluted earnings per ordinary share (cents) 364.2
Dividend per ordinary share (cents) 85.2




Balance Sheet

N

Y

IONEERFOODS

SINCE 1920

GROUP

Notes Rzggg
ASSETS
Non-current assets 2,917,525
Property, plant and equipment 1 2,163,558
Intangible assets 12 684,603
Biological assets 13 5,004
Interest in joint ventures 14 11,244
Investment in associates 15 =
Available-for-sale financial assets 16 25,155
Trade and other receivables 19 4,578
Deferred income tax assets 25 23,383
Current assets 2,976,521
Inventories 17 1,380,234
Biological assets 13 96,969
Derivative financial instruments 18 19,181
Trade and other receivables 19 1,209,443
Cash and cash equivalents 20 270,694
Total Assets 5,894,046
EQUITY AND LIABILITIES
Capital and reserves attributable to equity holders of the Group 3,186,652
Share capital 21 18,118
Share premium 741,199
Treasury shares (253,806)
Other reserves 23 104,692
Retained earnings 2,576,449
Minority interest 4,958
Total Equity 3,191,610
Non-current liabilities 739,312
Borrowings 24 272,375
Deferred income tax liabilities 25 397,979
Provisions for other liabilities and charges 26 68,958
Current liabilities 1,963,124
Trade and other payables 27 988,174
Current income tax liabilities 61,642
Borrowings 24 901,619
Derivative financial instruments 18 11,313
Dividends payable 376
Total Liabilities 2,702,436
Total Equity and Liabilities 5,894,046
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Statement of Changes in Equity

GROUP

Share Share
capital premium
R’000 R’000

Treasury Other
shares reserves
R’000 R’000

Retained  Minority
earnings interest
R’000 R’000

Total
R’000

Balance as at 1 October 2006
Net income/(expenses) recognised directly
in equity
Cash flow hedging
Transfer to net profit
Fair value gains at year-end
Current income tax on fair value gains

Deferred income tax on foreign
exchange contracts

Fair value adjustment on available-for-sale
financial assets

Deferred income tax on fair value adjust-
ment of available-for-sale financial assets

Currency translation differences
Statutory transfer
Profit for the year

Employee share scheme - repurchase of
class A ordinary shares from leavers

Disposal of shares of management share
incentive scheme

Dividends paid
Employee share scheme - dividend paid

Employee share scheme - stamp duty on
share transactions

Recognition of share-based payments

Movement of ordinary shares on share
incentive trusts

Balance as at 30 September 2007

Balance as at 1 October 2005
Net income/(expenses) recognised directly
in equity
Cash flow hedging
Transfer to net profit
Fair value gains at year-end
Current income tax on fair value gains

Fair value adjustment on available-for-sale
financial assets

Deferred income tax on fair value adjust-
ment of available-for-sale financial assets

Currency translation differences
Statutory transfer
Profit for the year

Employee share scheme - repurchase of
class A ordinary shares from leavers

Disposal of shares of management share
incentive scheme

Dividends paid
Employee share scheme - dividend paid

Employee share scheme - stamp duty on
share transactions

Recognition of share-based payments

Movement of ordinary shares on share
incentive trusts

18,118 747,128

(261,073) 21,975

= 59,604

2,124,352 4,725

70 =

2,655,225

59,674

= (1,947)
= 52,368
= (15,187)

= 5,329

= (717)
= 19,828
- (70)

70 =

(1,947)
52,368
(15,187)

5,329

(717)
19,828

- (1,368)

= 24,481

7,267 =

571,384 469

4,231 =
(122,293) (236)

(1,295) =

571,853
(5,929)

4,231
(122,529)
(1,368)

(1,295)
24,481

7,267

Balance as at 30 September 2006

18,118 741,199

(253,806) 104,692

2,576,449 4,958

3,191,610
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Cash Flow Statement
GROUP

2006
Notes R'000
NET CASH FLOW FROM OPERATING ACTIVITIES 239,263
Net cash profit from operating activities 34 973,253
Working capital changes 35 (573,680)
Cash effect from hedging activities 49,626
Net cash generated from operations 449,199
Income tax paid 37 (209,936)
NET CASH FLOW FROM INVESTMENT ACTIVITIES (354,427)
Additions to property, plant and equipment (206,866)
Replacements of property, plant and equipment (315,859)
Additions to intangible assets (12,311)
Proceeds on disposal of property, plant, equipment and intangible assets 38 167,425
Proceeds on disposal of investments 39 2,848
Net disposal of subsidiary 40 -
Business combinations 41 (10,957)
Net (investment in)/repayments received from joint ventures 10,671
Investment in other financial assets and associates (1,495)
Loans granted to other parties (2,518)
Interest received 13,618
Dividends received 1,017
NET CASH FLOW FROM FINANCING ACTIVITIES 74,531
(Repayments of )/proceeds from borrowings 274,596
Treasury shares - share incentive trusts 7,267
Employee share scheme - stamp duty on share transactions (1,295)
Disposal of management share incentive scheme shares 4,231
Employee share scheme - repurchase of class A ordinary shares from leavers (5,929)
Interest paid (80,797)
Dividends paid to Group ordinary shareholders 36 (122,174)
Employee share scheme - dividend paid (1,368)
Net cash and short-term borrowings on disposal of subsidiary -
Net decrease in cash, cash equivalents and bank overdrafts (40,633)
Net cash, cash equivalents and bank overdrafts at beginning of year (469,454)
Net cash, cash equivalents and bank overdrafts at end of year 20 (510,087)
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Notes to the Financial Statements

GROUP

The principal accounting policies incorporated in the preparation of these financial statements, are set out on pages 45 to 56.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The Group makes estimates and
judgements concerning the future. The resulting accounting estimates will, by definition, seldom equal the related actual results.
The estimates and judgements that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

Key assumptions and critical judgements

Goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy for goodwill.
The recoverable amounts of cash-generating units have been determined based on value-in-use calculations. These calculations
require the use of estimates. Refer to note 12 for key assumptions used.

Provision for post-retirement medical benefits and long service awards
These provisions are determined by annual actuarial calculations. Refer to note 26 for estimates used in these calculations.

Property, plant and equipment
These items are depreciated over their useful lives, taking into account the residual value at the end of the item’s useful life.
Residual values and useful lives are based on industry knowledge and past experience with similar assets.

Share-based payments

The fair value of employee services received in exchange for the grant of options or class A ordinary shares is determined
by reference to the fair value of the options granted and the shares issued. Refer to note 22 for assumptions used in these
calculations.

Assessment of control over contract growers

The Group assesses whether it exercises control over contract growers based on an analysis of the activities of these entities, the
Group's decision-making powers, its ability to obtain benefits from these entities and the residual risks regarding these entities
that are retained by the Group. Based on this analysis the Group concluded that it does not control the activities of any such
contract grower.
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Notes to the Financial Statements
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GROUP

2006
R’000

Operating profit is calculated after taking into account items of a capital nature

(refer to note 4) as well as the following:
3.1 Operating income
Foreign exchange differences 20,146
Forward foreign exchange contract fair value adjustments 11,307
Agricultural produce fair value adjustment 1,724
Administration fees received 943
Government grant amortisation 706
Fair value of embedded derivative financial instruments 555
Change in provision for impairment of trade receivables -
Reversal of inventory previously written off -
Post-retirement medical benefits (refer to note 26) 11,917
3.2 Operating expenditure

Staff costs 1,428,398
Wages and salaries 1,232,319
Termination benefits 3,084
Other personnel costs 73,502
Pension costs 95,012
Share-based payments 24,481
Technical services from non-employees 17,037
Auditors’ remuneration 10,859
Audit - current year 7,543
- under provision previous year 265
Tax related services 1,130
Other consultation services 1,921
Machine rental 14,145
Rental of premises 56,996
Depreciation and amortisation (Appendix D) 197,006
Own assets 196,656
Leased assets 350
Inventory written off 61,243
Post-retirement medical benefits (refer to note 26) -
Change in provision for impairment of trade receivables 8,269
Foreign exchange differences 12,413
Forward foreign exchange contract fair value adjustments 15,178
Research and development costs 4,102
Fair value of embedded derivative financial instruments 3,233

3.3 Biological assets fair value adjustment
The adjustment of biological assets from cost to fair value includes a realised and
unrealised component. The unrealised portion is accounted for against the carrying
amount of biological assets in the balance sheet and the realised portion is accounted
for in cost of sales.
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GROUP
2006
R'000
Net profit on disposal of property, plant, equipment and intangible assets 86,775
Gross 87,735
Tax effect (960)
Net profit on disposal of investments 1,021
Gross 1,194
Tax effect (173)
Net loss on disposal of subsidiary -
Gross -
Tax effect -
Impairment of property, plant and equipment (4,570)
Gross (6,323)
Tax effect 1,753
Impairment of trademarks (2,370)
Gross (2,370)
Tax effect =
Impairment of goodwiill (3,501)
Gross (3,501)
Tax effect -
Items of a capital nature before items of associates 77,355
Gross 76,735
Tax effect 620
Items of associates
Reversal of prior impairment of loan to associate 510
Gross 510
Tax effect -
Group total 77,865
Gross 77,245
Tax effect 620

Detail in respect of impairments is available at the Company’s registered office. Items of
associates are included in profit from associated companies in the income statement.




\,

YIONEERPOODS

Notes to the Financial Statements

GROUP
2006
R'000
Interest received 13,618
Joint ventures 2,512
Amortised cost adjustment -
Call accounts and other 11,106
Dividends received 1,017
Listed shares 662
Unlisted shares 355
14,635
Interest paid
Joint ventures 587
Non-current borrowings 6,390
Amortised cost adjustment 279
Provisions: unwinding of discount 6,458
Call loans and bank overdrafts 67,083
80,797
Current income tax 171,912
Current year 173,557
Under/(over) provision previous years (1,645)
Deferred income tax 3,487
Current year 4,464
Over provision previous years (977)
Secondary taxation on companies 10,736
Current year | | 10,736 |
186,135
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Notes to the Financial Statements

GROUP
2006
%
The income tax on the Group’s profit before income tax differs from the theoretical
amount that would arise using the statutory rate of 29% as follows:
Standard rate for companies 29.0
Increase/(decrease) in rate:
Exempt income (0.1)
Effect of assessed losses (0.3)
Secondary taxation on companies 1.4
Over provision previous years (0.2)
Non-deductible expenditure 1.6
Other non-taxable income (0.7)
Effect of capital gains tax (3.0)
Other differences (3.1)
Effective rate 24.6
R'000
Gross calculated tax losses of certain subsidiaries at the end of the financial year
available for utilisation against future taxable income of those companies 164,227
Less: Utilised in reduction of deferred income tax (115,968)
Net calculated tax losses carried forward 48,259
Tax relief at current tax rates 13,995
Utilisation of tax losses is dependent on sufficient taxable income being earned in
future by subsidiaries concerned.
Basic
The calculation of earnings per ordinary share is based on earnings attributable to
equity holders of the Group of R506,187,225 (2006: R571,384,289) and 153,058,770
(2006: 151,412,367) weighted average ordinary shares in issue during the year.
Diluted
Share options issued in terms of share incentive schemes, as well as class A ordinary
shares issued in terms of an employee share scheme, have a dilutive effect on earnings
per ordinary share. A calculation is done to determine the number of shares that
could have been acquired at fair value (determined as the average annual market
share price of the Company’s shares) based on the monetary value of the subscription
rights attached to outstanding share options as well as class A ordinary shares. The
calculation of diluted earnings per ordinary share is based on earnings attributable
to equity holders of the Group of R506,187,225 (2006: R571,384,289) and 157,946,496
(2006: 156,871,527) weighted average ordinary shares in issue during the year.
Number
Reconciliation of weighted average ordinary shares in issue during the year:
Weighted average ordinary shares 151,412,367
Adjusted for share options 5,459,160
Weighted average ordinary shares for diluted earnings 156,871,527
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Notes to the Financial Statements

GROUP

2006
R'000

Reconciliation between earnings and headline earnings
(Adjustments are after tax and minority interest)

Earnings attributable to equity holders of the Group

Items of a capital nature - note 4

Headline earnings

Headline earnings per ordinary share (cents)

Diluted earnings per ordinary share (cents)

571,384
(77,865)

493,519

325.9

364.2

Interim
27,0 cents (2006: 25,2 cents) per ordinary share

Final
66,0 cents (2006: 60,0 cents) per ordinary share

Dividends payable are not accounted for until they have been declared by the board of
directors. The statement of changes in equity does not reflect the final dividend payable.
The final dividend for the year ended 30 September 2007 will be accounted for as an
appropriation of retained earnings in the year ending 30 September 2008. Secondary
tax on companies (STC) will be applicable to the dividend paid at a rate of 10,0%.
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45,631

108,710

154,341

Non-executive directors
Fees

Executive directors paid by subsidiaries
Salaries
Retirement benefits
Performance bonuses

Annual remuneration

Profit from share incentive scheme

Total remuneration

Paid by subsidiaries

Non-cash profit from share incentive scheme
Paid by Company

1,468
8,780

6,736
760
1,284

10,248
5,771

16,019
(8,780)
(5,771)

1,468

Number
‘000

Executive directors’ share incentive scheme
Beginning of the year

Change in directorship

Redeemed

New offer at R21,86 per share

New offer at R31,42 per share

End of the year

2,150

(323)
159

1,986
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GROUP
2006
Number
‘000
Executive directors’ share incentive scheme (continued)
At R2,80 per share exercisable up to 6 July 2009 38
At R8,65 per share exercisable up to 27 May 2014 1,604
At R14,05 per share exercisable up to 24 December 2014 185
At R21,86 per share exercisable up to 25 January 2016 159
At R31,42 per share exercisable up to 12 February 2017 -
Shares under option in terms of option scheme 1,986
R’000
Land and buildings 566,091
Plant, machinery and equipment 1,341,567
Vehicles 255,900
Net book value 2,163,558
Property, plant and equipment include items leased by the Group to third parties under
operating leases with the following carrying amounts:
Cost
As at beginning of the year 68,039
Additions and transfers 1,871
Disposals (46)
69,864
Accumulated depreciation
As at beginning of the year 17,052
Charge for the year 3,672
Transfers -
Disposals -
20,724
Book value 49,140

Refer to appendix D for further detail.

Property, plant and equipment in the course of construction amounts to R169,912,640
(2006: R71,747,327).

A register with full detail of property, plantand equipment is available at the Company’s
registered office.

Refer to appendix A for detail of property, plant and equipment encumbered by
borrowings from financial institutions.

Leased assets with a book value of R1,423,732 (2006: R5,169,525) serve as security for
capitalised lease agreements.
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Notes to the Financial Statements

GROUP
2006
R’000

Trademarks 380,361
Goodwill 271,815
Intellectual property 11,954
Computer software 20,473
Net book value 684,603
Refer to appendix D for further detail.
Included in trademarks are the following trademarks with their carrying values and
remaining amortisation periods:
Moir’s - 47 years (2006: 48 years) 56,929
Marmite - 47,5 years (2006: 48,5 years) 33,989
Bovril - 47,5 years (2006: 48,5 years) 34,599
Pecks - 47,5 years (2006: 48,5 years) 19,647
Redro - 47,5 years (2006: 48,5 years) 14,536
Smash - 27 years (2006: 28 years) 22,306
Maizena - 47,8 years (2006: 48,8 years) 19,213
ProNutro - 1,7 years (2006: 2,7 years) 5,520
Nature’s Source - 1,2 years (2006: 2,2 years) 4,770
Wild Island - 21 years (2006: 22 years) 17,906
W Daly and W Daly & Sons - 21 years (2006: 22 years) 9,368
Ceres Fruit Juices trademarks - 47 years (2006: 48 years) 124,284
Other - 1,2 to 47,5 years (2006: 2,2 to 48,5 years) 17,294

380,361
Impairment test for goodwill
Goodwill acquired in a business combination is allocated, at acquisition, to the Group's
cash-generating units (CGUs) that are expected to benefit from the business combination.
Before recognition of impairment losses, the carrying amount of goodwill had been
allocated as follows:
Staple foods (several CGUs) 36,200
Branded products (several CGUs) 235,615

271,815

The recoverable amount of a CGU is determined based on value-in-use calculations.
These calculations use cash flow projections based on financial budgets approved by
management covering a five-year period. Cash flows beyond the five-year period are
extrapolated using the estimated growth rates stated below. The growth rate does
not exceed the long-term average growth rate for the food industry in which the CGU
operates.
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Notes to the Financial Statements

GROUP

2006

R’000
Key assumptions used for value-in-use calculations:
Growth rates from 5,0% to 10,0% (2006: 0,0% to 8,0%)
Discount rates from 14,3% to 18,6% (2006: 16,0% to 20,0%)
These assumptions have been used for the analysis of each CGU within the business
segment. Management determined the budgeted gross margins based on past
performance and its expectations for market development. The weighted average growth
rates used are consistent with forecasts included in industry reports. The discount rates
used are pre-tax and reflect specific risks relating to the relevant segments.
Vineyards 4,699
Livestock - cattle 305
Livestock — poultry 96,969

101,973

Less : Realisable within 12 months, transferred to current assets (96,969)

5,004
Poultry includes point-of-lay hens, day-old chicks, broilers and eggs.
The Group is engaged in dried fruit and poultry production for supply to various customers.

Number

At 30 September, the Group held the following biological assets:
Chickens - laying 3,848,805
Chickens - broilers 3,553,534
Chickens - grand parents 5,253
Hatching eggs 5,499,778
Vineyards - hectares 99
Land (vegetables) - hectares 34
Cattle 98
The following is the agricultural produce of the Group for the year ended 30 September:
Dozens of eggs 29,209,088
Kilograms meat 49,596,008
Number of day-old chicks 45,275,296
Number of point-of-lay hens 6,463,450
Number of culls 1,212,353
Rand value of vegetables produced 823,540
Kilograms fresh grapes produced 1,302,385
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GROUP
2006
R'000

Unsecured loans 11,244
Proportionately consolidated amounts of joint ventures included in the financial
statements:
Non-current borrowings (859)
Deferred income tax liabilities (4,551)
Property, plant, equipment and intangible assets 96,963
Current assets 69,277
Current liabilities (62,484)
Net assets 98,346
Revenue 274,571
Expenses (263,654 )
Profit after income tax 10,917
Net cash generated 12,489
Unlisted shares at cost -
Interest in retained earnings =
Shares in other companies
Listed 20,573

At cost 8,303

Fair value adjustment at end of year 12,270
Unlisted 4,582

At cost 942

Fair value adjustment at end of year 3,640
Available-for-sale financial assets at fair value 25,155
A register with full detail is available at the Company’s registered office.
Market value of listed shares 20,573
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Notes to the Financial Statements

GROUP
2006
R’000
Raw material 856,274
Manufactured products 365,996
Packaging and consumables 157,964
1,380,234
Inventory carried at fair value less cost to sell amounts to R8,115,605 (2006: R8,588,644).
The Group reversed Rnil (2006: R9,092,205) of a previous write-down to net realisable
value.
Forward foreign exchange contracts — not earmarked for hedging (7,210)
Forward foreign exchange contracts — cash flow hedges 15,078
7,868
For the purposes of the balance sheet derivative financial instruments are presented as
follows:
Current assets 19,181
Current liabilities (11,313)
7,868
Trading derivatives are classified as a current asset or liability. The fair value of a hedging
derivative is classified as a non-current asset or liability if the remaining maturity of the
hedged item is more than 12 months, and as a current asset or liability, if the maturity of
the hedged item is less than 12 months.
Refer to appendix E for further detail.
Trade receivables 1,177,723
Provision for impairment (38,061)
Net trade receivables 1,139,662
Staff 1,212
Prepayments 13,779
Receivables from related parties (refer to note 33) 16,273
Value-added tax 12,224
Other 30,871
1,214,021
Non-current portion: (4,578)
Loans to other parties | | (4,578) |
1,209,443

The carrying value of trade and other receivables approximates their fair value at the
balance sheet date.




\,

YIONEERPOODS

Notes to the Financial Statements

GROUP
2006
R’000
Cash at bank and on hand 182,710
Short-term bank deposits 87,984
270,694
The effective interest rate at the balance sheet date on short-term bank deposits was
between 7,5% and 10,1% (2006: 7,2% and 8,2%). These deposits have an average maturity
of 42 days (2006: 55 days).
For the purposes of the cash flow statement, the year-end cash, cash equivalents and
bank overdrafts comprised of the following:
Cash and short-term investments 270,694
Short-term borrowings (780,781)
Bank overdraft (4,781)
Call loans (776,000)
(510,087)
Authorised - ordinary shares
400,000,000 (2006: 400,000,000) ordinary shares of 10 cents each 40,000
Authorised - class A ordinary shares
18,130,000 (2006: 18,130,000) class A ordinary shares of 10 cents each 1,813
Issued and fully paid - ordinary shares
181,183,898 (2006: 181,183,898) ordinary shares of 10 cents each 18,118
Net treasury shares held by share incentive trusts
1,543,608 sold (2006: 1,851,410 sold) ordinary shares of 10 cents each (1,041)
Net treasury shares held by subsidiary
136,334 sold (2006: nil bought or sold) ordinary shares of 10 cents each (1,812)
15,265
Issued and fully paid - class A ordinary shares of 10 cents each
16,212,700 (2006: nil) treasury shares held by employee share scheme trust at beginning
of year =
120,750 (2006: 17,505,530) issued during the year 1,751
2,120,370 (2006: 1,292,830) bought back and cancelled (129)
14,213,080 (2006: 16,212,700) treasury shares held by employee share scheme trust at end
of year 1,622
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Reconciliation of ordinary shares outstanding
At beginning and end of the year 181,183,898
During the year the Company issued 120,750 (2006: 17,505,530) class A ordinary shares.
20,000,000 (2006: 20,000,000) unissued ordinary shares are under control of the directors
until the next annual general meeting.
During the year the Company acquired 167,682 (2006: nil) of its own shares through a
wholly-owned subsidiary. These transactions were in accordance with the Company’s
constitution and complied with all aspects of the South African Companies Act. The total
amount paid was R442,840 (2006: Rnil).
22.1 Employee share incentive scheme
The Group has a share option scheme for qualifying management of the Group. Options
are exercisable at a price equal to the average quoted market price of the Company’s
shares on the grant date. The vesting period is 5 years. If the options remain unexercised
after a period of 10 years from the date of grant, the options expire. Options are forfeited
if the employee resigns from the Group before the options vest.
Number
‘000
Number of shares made available
Unallocated under control of directors 310
Shares allotted in terms of purchase scheme:
At R3,80 per share, redeemable up to 30 September 2007 326
Shares under option in terms of option scheme:
Number at the end of the year 9,779
Number at the beginning of the year 10,509
Redeemed (1,792)
Expired (63)
New offer at R21,86 per share 1,125
New offer at R31,42 per share -
10,415
Number of options
At R3,80 per share, exercisable up to 5 July 2009 525
At R2,80 per share, exercisable up to 6 July 2009 415
At R4,70 per share, exercisable up to 1 February 2010 10
At R3,30 per share, exercisable up to 18 October 2010 114
At R8,65 per share, exercisable up to 27 May 2014 6,150
At R14,05 per share, exercisable up to 24 December 2014 1,460
At R21,86 per share, exercisable up to 25 January 2016 1,105
At R31,42 per share, exercisable up to 12 February 2017 =
9,779
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The weighted average share price at the date of exercise for share options exercised
during the year was R30,64 (2006: R24,72).
624,959 (2006: 1,125,191) options were granted on 12 February 2007
(2006: 25 January 2006). The estimated weighted average fair value of the options
granted on this date is R8,40 (2006: R8,38) per option.
These fair values were calculated using the Actuarial Binomial Option Pricing Model. The
principal assumptions were as follows:
Weighted average share price (cents per share) 1,153
Weighted average exercise price (cents per share) 1,094
Expected volatility 20,7% to 33,8%
Expected life (years) 4t06
Risk free rate 7,2% t0 9,7%
Expected dividend yield 2,9% to 4,4%

Expected volatility was determined by calculating the historical volatility of the share
price of a similar JSE listed entity in the food sector over the previous 6 years.

22.2 Broad-based employee share scheme
During 2006 the Group introduced a broad-based employee share scheme for all
employees, other than management, qualifying for the share-based compensation
scheme. In terms of the scheme, employees received class A ordinary shares with full
voting rights and dividend rights equal to 30% of that of ordinary shares. Once the
notional threshold debt has been repaid, class A ordinary shares will convert into ordinary
shares. The vesting period is expected to be approximately 20 years.

In case of termination of employment prior to the final date the resultant actions depend
on whether the employee is considered to be a“good leaver” or an “other leaver”.

An employee is considered to be a “good leaver” if employment is terminated because of:

« Death

- Permanent disability

« Retirement

« Retrenchment

» Sale of business

« Termination for a reason that in the discretion of the Board has the effect of qualifying
the employee as a“good leaver”

- Any other reason after the lapse of a period of 5 years

An employee is considered to be an “other leaver” in the event that termination takes
place within a period of 5 years for any reason other than that constituting a “good leaver”,
or an employee fails to adhere to the provisions of the scheme.

The class A ordinary shares of “good leavers” will be purchased by the Company at a price
equal to the market value of an ordinary share, less the notional threshold debt. The
purchase price will, at the option of the Company, either be settled in cash, or utilised on
behalf of the “good leaver”to subscribe for ordinary shares at the market value of ordinary
shares.

The class A ordinary shares of “other leavers” will be purchased by the Company at R0,01.
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Number
Reconciliation of number of class A ordinary shares
Balance at beginning of the year -
Issued during the year 17,505,530
Good leavers:
purchased by the Company (776,020)
Other leavers:
purchased by the Company (516,810)
Outstanding at year-end 16,212,700
The estimated fair value of a class A ordinary share on 19 January 2006, when this
scheme was approved by the ordinary shareholders, was R9,99. The fair value per
class A ordinary share was used to calculate the total cost of the scheme in terms of
IFRS 2 - Share-based payments. The cost accounted for in the current year amounts to
R17,795,000 (2006: R15,792,000).
These fair values were calculated using the Actuarial Binomial Option Pricing Model.
The principal assumptions are as follows:
Expected weighted average ordinary share price (cents per share) 2,508
Ordinary share price at date of implementation (cents per share) 2,508
Notional loan amount at date of implementation (cents per share) 2,050
Expected volatility 17,2% to 32,0%
Expected duration to repay notional debt 20 years
Expected dividend yield 3,2%
Risk free rate 6,8% to 7,3%

Expected volatility was determined by calculating the volatility of a JSE listed share in
the food industry.

The principal assumptions used to calculate the expected number of shares that will
vest, are as follows:

Expected rate of “other leavers”
Expected rate of “leavers” (including “other leavers”)

5% per annum
10% per annum

R'000

Statutory reserve 2,938
Fair value reserve 13,956
Reserve relating to translation of foreign currency 16,786
Hedging reserve 37,181
Equity compensation reserve 33,831
104,692
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Non-current
Secured financing (Appendix A) 271,919
Lease agreements 82
Hire purchases 589
Other 271,248
Unsecured financing (Appendix A) 456
Total non-current 272,375
Current
Secured financing (Appendix A) 107,052
Lease agreements 71
Hire purchases 591
Other 106,390
Unsecured financing (Appendix A) 13,786
Bank overdraft 4,781
Call loans 776,000
Total current 901,619
Total borrowings 1,173,994
The maturity of non-current borrowings is as follows:
Between 1 and 2 years 90,848
Between 2 and 5 years 181,527

272,375
The carrying value of borrowings approximates their fair value at the balance sheet date.
Balance at beginning of year 369,842
Charge in income statement 3,487
Foreign exchange translation adjustment 260
Deferred income tax on foreign exchange contracts charged to equity =
Deferred income tax on fair value adjustment of available-for-sale financial assets
charged to equity 717
Business combinations 290
Disposal of subsidiary -

374,596
Due to the following timing differences:
Capital allowances, including trademarks 414,828
Inventories 3,611
Biological assets 25,612
Assessed losses utilised (32,344)
Other (37,111)

374,596
For the purposes of the balance sheet deferred income tax is presented as follows:
Non-current assets 23,383
Non-current liabilities (397,979)

(374,596)
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Post-retirement medical benefits
Balance at beginning of year

Interest

Actuarial loss/(gain)

Service cost

Increase due to acquisition of subsidiary
Payments

Long service awards

Balance at beginning of year

Interest

Service cost

Payments

Post-retirement medical benefits

The amount recognised in the balance sheet was determined as follows:
Present value of unfunded obligations

Unrecognised actuarial gain

Long service awards

The amount recognised in the balance sheet was determined as follows:
Present value of unfunded obligations

Unrecognised actuarial loss

Existing provisions are based on the following important assumptions:

Post-retirement medical benefits

Medical inflation rate: 9,5% (2006: 9,0%) p.a.

Investment rate of return: 9,5% (2006: 9,0%) p.a.

The date of the most recent actuarial valuation is 1 October 2007.

Long service awards

Discount rate: 9,5% (2006: 9,0%) p.a.

Salary increases: 5,5% (2006: 5,0%) p.a.

Normal retirement age: 60 years

The date of the most recent actuarial valuation is 1 October 2007.

52,726

60,411
4,532
(12,198)
281
2,461
(2,761)

16,232

16,152
1,926
3,343

(5,189)

68,958

51,799
927

52,726

16,232

16,232
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Trade payables 689,249
Accrued expenses 82,768
Related parties (refer to note 33) 1,202
Deferred revenue 10,091
Value-added tax 428
Other 204,436
988,174
The Group's activities expose it to a variety of financial risks: interest rate risk, credit risk,
liquidity risk and foreign currency risk. The Group'’s overall risk management program
focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group's financial performance. The Group uses derivative financial
instruments to hedge certain risk exposures.
28.1 Interest rate risk
The Group borrows at both fixed and variable rates of interest. The interest rate
characteristics of new borrowings and the refinancing of existing borrowings are
positioned according to expected movements in interest rates.
The interest rate profile as at 30 September is summarised as follows:
Variable rate 1,173,415
Fixed rate 579
Total loans 1,173,994
%
Percentage of total loans:
Variable rate 99,9
Fixed rate 0,1
Total loans 100,0

28.2

Refer to appendix A for detail regarding interest rates.

The Group’s financial assets subject to interest rate risk include cash, short-term bank
deposits, loans to associated companies and loans to joint ventures. Cash and short-
term bank deposits are invested at variable rates. At 30 September 2007 R87,051,613
(2006: R87,983,604) was invested at rates that varied from 7,5% to 10,1% (2006: 7,2% to 8,2%).

Loans to associates and joint ventures were granted interest free or at variable rates from
11,0% to 14,0% (2006: 9,0% to 15,8%) at year-end.

The Group periodically uses interest rate swap transactions to achieve a suitable interest
rate profile. No such transactions were undertaken during 2007 and 2006.

Credit risk

Financial assets that potentially subject the Group to a concentration of credit risk
consist principally of cash, short-term deposits and trade receivables. The Group's cash
equivalents and short-term deposits are placed with creditable financial institutions.
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28.2

28.3

28.4

28.5

28.6

Credit risk (continued)

Trade receivables are presented net of an allowance for impairment. Trade receivables
are subject to credit limits, control and approval procedures. Credit risk with respect to
trade receivables is limited due to the large number of customers comprising the Group's
customer base and their dispersion across different industries and geographical areas.
Consequently, the Group has no significant concentration of credit risk.

Liquidity risk

In order to mitigate any liquidity risk that the Group may face, the Group’s policy has been
to maintain substantial unutilised banking facilities and reserve borrowing capacity as
well as significant liquid resources.

The Group tends to have significant fluctuations in short-term borrowings due to
seasonal factors. Consequently, Group policy requires that sufficient borrowing facilities
are available to exceed projected peak borrowings.

The Group’s unutilised borrowing facilities are as follows:
Total borrowing facilities
Net interest bearing liabilities

Foreign currency risk

The Group operates internationally and is exposed to foreign exchange risk arising from
various currency exposures, primarily with respect to the US Dollar and the Euro. The
Group manages short-term foreign currency exposure relating to trade imports and
exports, in terms of approved policy limits. The net uncovered Rand value exposure at
30 September 2007 was R20,304,534 (2006: R10,865,002). The Group’s policy is to hedge
all material asset imports. All other significant foreign trade positions in the Group were
fully covered with foreign exchange contracts at 30 September 2007.

Refer to appendix E for material forward foreign exchange contracts.

Fair values

The carrying amounts of cash, trade and other receivables, trade and other payables and
short-term borrowings, approximate their fair values due to the short term until maturity
of these assets and liabilities.

The fair values of available-for-sale financial assets are presented in note 16. The fair values
of other long-term investments and long-term borrowings are not materially different
from the carrying amounts.

Commodity risk

Commodity contracts to buy specific quantities of wheat and maize at predetermined
prices are entered into by the Group to cover its physical commodity requirements.

Generally, it is the Group's intent to hedge the cost of such commodities, in order to
manage any price risk arising from fluctuations in commodity prices. The objective of
the pricing and procurement process is to flatten the price curve of commodity price
movements. Hedging is achieved by buying the underlying commodity or by using an
appropriate derivative commodity instrument.

3,011,540
(903,300)

2,108,240
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28.6 Commodity risk (continued)
Commodities are hedged within the limits approved by the board of directors. The policy
is sufficiently flexible to allow management to rapidly adjust hedges following possible
changes in raw material requirements.
™~
Refer to appendix E for material commodity instruments. §
-
@)
Q
<
Guarantees in terms of loans by third parties to contracted service providers 203,958 r_jc
Other guarantees 13,692 E
217,650 ©

Complaint referral by the Competition Commission of South Africa

During February 2007 Pioneer Foods (Pty) Ltd, a subsidiary of the Group, received a
complaint referral by the Competition Commission for alleged restrictive practices in
contravention of section 4(1)(b)(i) and section 4(1)(b)(ii) of the Competition Act of 1998.
The relief sought is inter alia for the imposition of an administrative penalty of 10% of the
2006 revenue from the production and sale of bread in the Western Cape. Revenue of the
Western Cape baking division of the Group amounted to R384 million for the year ended
30 September 2006.

Pioneer Foods prepared and delivered its answer to the complaint referral within the set
time limits. Independent legal advice has indicated that Pioneer Foods has reasonable
prospects of a successful defense against all or some of the charges made in the complaint
referral. Accordingly, no provision has been made for the payment of any penalties in the
year under review.

The Commission indicated that further complaint referrals will be made involving Pioneer
Foods for alleged restrictive practices in the national bread, wheat milling and maize milling
markets. As at the date of approval of the financial statements, no further complaints have
been received.

National revenue from the Group’s baking and milling business amounted to R3,4 billion
for the year ended 30 September 2006. The maximum cash outflow for the Group, if any, in
relation to all complaints, could be up to 10% of this amount. This liability only arises if such
complaint referrals are ultimately proven against Pioneer Foods. Until any complaints are
received and investigated, it is imprudent to comment on the prospects of its successful
defense to these charges.

The Group’s legal advisors have furthermore been in regular contact with the Commission
in endeavours to resolve the complaint referral relating to the Western Cape and to
establish the ambit of the other charges to be made against it.

To ensure proper corporate governance, the Board has appointed a committee of non-
executive directors, most of whom are independent, to investigate all related matters with

the assistance of external consultants.
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Land claims
Regional Land Claim Commissioners acknowledged claims against the land of two Group
companies, in terms of the provisions of sections 2 and 11 of the Restitution of Land
Rights Act of 1994 (as amended), on 3 October 2004, as well as during 2007.
Claim received before the 2007 financial year:
The company has followed the procedures prescribed by this Act with no specific course
of action negotiated or agreed with the Commissioner or the claimants to date. Although
the process is expected to continue for an undetermined length of time, it is not expected
to have a material impact on this Group company’s ability to conduct business as usual
in the forseeable future.
Claims received during the 2007 financial year:
The valuations of the Commissioners were accepted for the two farms involved and the
proposed sale for R10,5 million is in progress. The impact of discontinuing production at
these two units is immaterial.
It is not anticipated that any material transactions will arise from these land claims.
Operating lease commitments
The future minimum lease payments under non-cancellable operating leases are as
follows:
Not later than 1 year 30,133
Later than 1 year, but not later than 5 years 67,839
Later than 5 years 14,968
112,940
Operating lease receivables
The future minimum lease payments receivable under non-cancellable operating leases
are as follows:
Not later than 1 year 3,818
Later than 1 year, but not later than 5 years 11,513
Later than 5 years 2,554
17,885
Contractually committed 265,883
Approved by the board, but not yet contractually committed 555,869
Items of joint ventures 5,100
826,852
Allocated as follows:
Property, plant and equipment 825,095
Biological assets 1,757
826,852

The expenditure will be financed from operating income and borrowed funds, in
accordance with a budget approved by the board of directors.

The Group contributes to retirement and provident funds for all its employees which
are administered by several service providers. These retirement and provident funds are
defined contribution plans which are arranged and governed by the Pension Fund Act of
1956.
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Cumulative amounts received 5410
Cumulative amounts amortised (1,876)
Receipts deferred 3,534
The Group obtained and deferred as income a government grant of R845,564
(2006: R2,086,205). The Group benefits from such assistance for capital expenditure.
During the financial year the Company and its subsidiaries conducted numerous
transactions with joint ventures, associates, parties exercising significant influence and
key management personnel.
33.1 Sale of goods
Key management personnel 3,763
Joint ventures 59,382
Associates =
Parties exercising significant influence 16,907
33.2 Purchase of goods
Key management personnel 3,714
Joint ventures 12,139
Associates =
Parties exercising significant influence 38,261
33.3 Net interest received
Joint ventures 1,925
33.4 Key management personnel compensation 112,590
Salaries and other short-term employee benefits 94,767
Termination benefits 191
Post-employment benefits 11,089
Other long-term benefits 842
Share-based payments 5,701
33.5 Year-end balances arising from sales/purchases of goods/services
Receivable from related parties 16,273
Parties exercising significant influence 1,320
Key management personnel 171
Associates =
Joint ventures 14,782
Payable to related parties 1,202
Parties exercising significant influence 70
Associates =
Joint ventures 1,132
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33.6 Loans to related parties

Loans to joint ventures
Beginning of year 21,915
Loans advanced during the year 138,422
Loan repayments received (146,889)
Interest charged 587
Interest received (2,512)
IAS 39 adjustment (279)
End of year 11,244
Above-mentioned amounts are included in the amounts disclosed in the Group financial
statements.
Reconciliation of profit before income tax and net cash profit from operating activities:
Profit before income tax 757,988
Adjusted for:
Depreciation 197,006
Impairment of property, plant, equipment and intangible assets 12,194
Net profit on disposal of property, plant, equipment and intangible assets (87,735)
Net profit on disposal of investments (1,194)
Net loss on disposal of subsidiary -
Unrealised losses on forward foreign exchange contracts and on foreign exchange 2,128
Change in provision for impairment of trade receivables 8,269
Share-based payments 24,481
Changes in provisions for post-retirement medical benefits and long service awards (2,116)
Biological non-current asset adjustments (3,420)
Dividends received (1,017)
Interest received (13,618)
Interest paid 80,797
Profit from associated companies (510)

973,253
Increase in inventory (409,102)
Increase in trade and other receivables (200,364)
Increase in trade and other payables 55,697
Increase in current biological assets (2,346)
Increase in derivative financial instruments (assets) (4,523)
Increase/(decrease) in derivative financial instruments (liabilities) (7,553)
Provisions paid (5,489)

(573,680)
Amounts unpaid at beginning of the year (257)
As disclosed in statement of changes in equity (122,293)
Amounts unpaid at end of the year 376

(122,174)
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Amounts unpaid at beginning of the year (74,538)
As disclosed in the income statement (182,648)
Current income tax on hedging reserve 795
As disclosed in the statement of changes in equity - hedging reserve (15,187)
Amounts unpaid at end of the year 61,642
(209,936)
Book value of property, plant, equipment and intangible assets 79,690
Net profit on disposal of property, plant, equipment and intangible assets 87,735
167,425
Book value of investments 1,654
Net profit on disposal of investments 1,194
2,848
Effect on movement of:
Property, plant and equipment -
Loans granted -
Inventories =
Biological assets -
Trade and other receivables -
Trade and other payables -
Cash and cash equivalents i,
Deferred income tax liabilities -
Net loss on disposal of subsidiary =
Total proceeds =
Effect on movement of:
Property, plant and equipment 9,408
Intangible assets 1,290
Inventories 654
Trade and other receivables 31
Trade and other payables (136)
Deferred income tax liabilities (290)
10,957
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The primary segmental disclosure is business segments.

Business segments are divided into the following:

Staple foods

Branded products

Staple foods include Sasko, Agri, S.A.D non-branded products and Africa business.

Branded products include Bokomo Foods, The Ceres Beverage Company, Heinz and S.A.D

branded products.

The secondary segment comprises mainly South Africa.

Segment assets consist of property, plant and equipment, intangible assets, inventories,

trade and other receivables, derivative financial instrument assets and cash and cash

equivalents, and exclude available-for-sale financial assets, interest in joint ventures,

investment in associates, deferred income tax assets and loans receivable.

Segment liabilities consist of trade and other payables, provisions and derivative financial

instrument liabilities, and exclude borrowings, taxation liabilities, deferred income tax

liabilities and dividends payable.

Segment capital expenditure consist of additions and replacements of property, plant

and equipment and intangible assets.

Unallocated amounts include non-qualifying business segments.

Primary reporting format - business segments

Segment revenue 9,868,591
Staple foods 6,830,004
Branded products 2,826,514
Unallocated 212,073

Less : Internal revenue (204,229)
Staple foods (81,519)
Branded products (50,029)
Unallocated (72,681)

External revenue 9,664,362

Segment results (before items of a capital nature) 746,905
Staple foods 588,204
Branded products 204,085
Unallocated (45,384)

Total segment assets 5,048,905
Staple foods 3,475,285
Branded products 2,107,793
Unallocated (534,173)

Total segment liabilities 1,068,445
Staple foods 575,627
Branded products 427,905
Unallocated 64,913
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Total segment capital expenditure (excluding business combinations) 535,036
Staple foods 305,450
Branded products 196,018
Unallocated 33,568
Total segment depreciation 197,006
Staple foods 109,422
Branded products 70,031
Unallocated 17,553
Non-cash results 88,929
Staple foods (11,392)
Branded products (936)
Unallocated 101,257
Impairment of property, plant, equipment and intangible assets 12,194
Staple foods 1,101
Branded products 11,093
Unallocated -
Secondary reporting format - geographical segments
Segment revenue 9,868,591
South Africa 9,536,286
Foreign countries 332,305
Less : Internal revenue (204,229)
South Africa (204,046)
Foreign countries (183)
External revenue 9,664,362
Total segment assets 5,048,905
South Africa 4,800,684
Foreign countries 248,221
Total segment capital expenditure (excluding business combinations) 535,036
South Africa 517,173
Foreign countries 17,863




Notes to the Financial Statements

GROUP

2006
R’000

A final dividend of 66 cents (2006: 60 cents) per ordinary share has been declared for the
year. This will only be reflected in the statement of changes in equity for 2008. Refer to
note 9.

No other events that may have a material effect on the Group occurred after the balance
sheet date.
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During the course of the year the following businesses were acquired and all assets and
liabilities relating to these acquisitions have been accounted for on an acquisition basis.

44.1 Savoury Foods

The assets of this business were acquired on 1 November 2006 and can be summarised
as follows:

Carrying Value

As the Group acquired the assets of this business rather than the shares of the legal entity
that previously owned such assets, it is impracticable to disclose the carrying amounts in
the books of the previous owners prior to the acquisition. In these circumstances the
Group does not have access to such carrying values.

Fair Value

Property, plant and equipment -
Intellectual property -
Computer software -
Inventory -
Deferred income tax liabilities -
Trade and other payables .

Goodwill )
Purchase consideration - settled in cash -

The fair value of goodwill will be considered on an annual basis and adjusted if

necessary.

Contribution since acquisition:
Revenue =
Operating profit before finance charges and tax -

Pro forma contribution assuming the acquisition was at the beginning of the year:
Revenue =
Operating profit before finance charges and tax -
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44.2

44.3

Crossbow

The assets of this business were acquired on 1 October 2006 and can be summarised as
follows:

Carrying Value

As the Group acquired the assets of this business rather than the shares of the legal entity
that previously owned such assets, it is impracticable to disclose the carrying amounts
in the books of the previous owners prior to the acquisition. In these circumstances the
Group does not have access to such carrying values.

Fair Value

Property, plant and equipment
Trademarks

Trade and other receivables
Inventory

Trade and other payables
Deferred income tax liabilities

Goodwill
Purchase consideration - settled in cash

The fair value of goodwill will be considered on an annual basis and adjusted if necessary.

Contribution since acquisition:
Revenue

Pro forma contribution assuming the acquisition was at the beginning of the year:
Revenue

Itis impracticable to disclose the operating profit since acquistion for this business due to
the extent of integration into existing businesses.

Vrede Broiler Farm

The assets of this business were acquired on 1 December 2006 and can be summarised
as follows:

Carrying Value

As the Group acquired the assets of this business rather than the shares of the legal entity
that previously owned such assets, it is impracticable to disclose the carrying amounts
in the books of the previous owners prior to the acquisition. In these circumstances the
Group does not have access to such carrying values.

Fair Value

Property, plant and equipment

Inventory

Trade and other payables

Purchase consideration - settled in cash

Contribution since acquisition:
Revenue
Operating profit before finance charges and tax
Pro forma contribution assuming the acquisition was at the beginning of the year:
Revenue
Operating profit before finance charges and tax
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45.1 Restatement of administration expenses

Certain expenditure previously disclosed as administration expenses were restated
to various income statement line items during the current year and the comparative
figures for 2006 were restated to ensure consistency in presentation. The impact of this
restatement on the prior year figures is as follows:

Increase in revenue

Increase in distribution costs
Decrease in administration expenses
Increase in other operating expenses

45.2 Unwinding of discounts relating to provisions

The effect of the unwinding of discount relating to the post-retirement medical benefit and
long service awards provisions was previously not separately disclosed as finance costs. The
comparative figures for 2006 were restated to reflect these amounts as such. The impact
of this restatement on the prior year figures is as follows:

Increase in other operating income

Decrease in other operating expenses

Increase in finance costs

45.3 IFRIC4 - Determining whether an Arrangement contains a Lease

This interpretation became effective on 1 January 2006. IFRIC 4 requires the determination of
whether an arrangement is or contains a lease based on the substance of the arrangement.
Following the implementation of IFRIC 4 some of the payments to contract growers are
now reflected as operating leases. The impact on the current year disclosable income
statement items for leases, and on the restated figures for 2006, is as follows:

Increase in machine rental
Increase in rental of premises

60,551
(46,967)
19,576
(33,160)

6,378
80
(6,458)

921
32,457
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GROUP
Interest
Year of rate at
redemption year-end 2006
% R’000
378,971

1.1 Lease agreements 153
Monthly payments 2009 21,0 153
Instalment of R5,658 (2006: R5,878).

Property, plant and equipment with a book value of R159,035
(2006: R223,512) are encumbered.

1.2 Hire Purchases 1,180
Monthly payments 2007 = 1,180
Instalment of Rnil (2006: R44,902).

Secured by suretyship from minority shareholders of Maitland
Vinegar Works (Pty) Ltd and by notarial covering bonds for Rnil
(2006: R3,000,000) over certain property, plant and equipment.

1.3 Other 377,638

Monthly payments 2011 14,75 -

Instalment of R200,776 (2006: Rnil).

Secured by mortgages over land and buildings and a deed of
hypothecation over movable assets.

Monthly payments 2008 14,75 1,668
Instalment of R79,684 (2006: R83,664).

Secured by mortgages over land and buildings and a deed of
hypothecation over movable assets.

Monthly payments 2008 6,8-75 28,257
Various loans with fixed repayment dates.

Secured by a letter of comfort from the holding company of the
specific subsidiary.

Monthly payments 2007 = 744
Variable instalment.

Secured by a notarial bond over movable assets amounting to
Rnil (2006: R2,479,524).

Monthly payments 2007 - 1,726
Instalment of Rnil (2006: R44,902).

Secured by suretyships from minority shareholders of
Maitland Vinegar Works (Pty) Ltd and a notarial bond of Rnil
(2006: R3,000,000) over certain property, plant and equipment.
Semi-annual payments 2011 10,5 300,225
Instalment of R30,000,000 (2006: R30,000,000).
Secured by a guarantee.

Quarterly payments 2008 10,1 45,018
Instalment of R9,445,023 (2006: R9,383,473).
Secured by a guarantee.
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Appendix A

GROUP
Interest
Year of rate at
redemption year-end 2006
% R’000
14,242
Loans 2,303
Variable interest rates with no fixed terms of repayment.
Loans 11,360
Interest free loans with no fixed terms of repayment.
Monthly payment 2007 = 579
Instalment of Rnil (2006: R16,133).
Loan at fixed interest rates.
Total amount owing 393,213
Portion of liabilities payable within one year included in
current liabilities (120,838)
Secured financing
Lease agreements (71)
Hire purchases (591)
Other (106,390)
Unsecured financing
Loans (13,786)
272,375
Note:
Book value of machinery and vehicles encumbered in terms of
lease agreements as per appendix D. 5,169
GROUP
Capital Interest cost Instalment
R’000 R’000 R’000
2007
Not later than 1 year 68 22 90
Later than 1 year and not later than 5 years 11 4 15
79 26 105
2006
Not later than 1 year 662 125 787
Later than 1 year and not later than 5 years 671 150 821
1,333 275 1,608
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Appendix B

GROUP

Name of subsidiary
(Pty) Ltd (except where indicated otherwise)

Country of
incorporation

Issued share capital of

subsidiary Percentage Interest
2006 2006
R %

(Except where indicated otherwise)

1.1 Manufacturing

Agri Protein Processing South Africa 100 100
Belso's Holdings Ltd € United Kingdom

Deferred ordinary shares GBP 1,002 100

Ordinary shares UsD 625 100
Belso’s (UK) Cereals Ltd € United Kingdom GBP 1,000 100
Belso’s Properties Ltd € United Kingdom GBP 2 100
Belso’s One Ltd @ United Kingdom GBP 100 100
Belso’s Two Ltd @ United Kingdom GBP 100 100
Belso’s Three Ltd @ United Kingdom GBP 100 100
Bokomo Foods (UK) Ltd United Kingdom GBP 1,500,120 100
Grain Health Foods € United Kingdom GBP 1 100
Credin Bakery Supplies € South Africa 10,000 100
Ceres Fruit Juices South Africa 100,000 100
Retail Brands Interafrica South Africa 1,000 100
Continental Beverages South Africa 1,000 100
Thomson Broilers % South Africa 1,000 100
Pioneer Foods South Africa 252 100
Bokomo Namibia £ Namibia 5,004,000 100
Bokomo Zambia Ltd Zambia

Ordinary shares K 1,800,000 100

Preference shares K 200,000 100
Bokomo Uganda Uganda UShs 20,000 100
Sasko Pasta South Africa 1,000 100
Sugarbird % South Africa 1 100
S.A.D Vine Fruit € South Africa 1,000 100
S.A.D Tree Fruit % South Africa 1,000 100
Barvale South Africa 92,200 100
Cape Dried Fruit % South Africa 6,000 100
Laeveld Neute € South Africa 1 100
Maitland Vinegar Works South Africa 460,593 68
Nature's Source % South Africa 1 100
Sador Boerdery # South Africa 1 100
Safari Nuts South Africa 204 100
Werda Produkte % South Africa 1 100
Golden Lay Foods $  South Africa 100 100

1.2 Properties and Letting

Saslink South Africa 1 100
Sasned € South Africa 2 100
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Appendix B

GROUP
Name of subsidiary Country of Issued share capital of
(Pty) Ltd (except where indicated otherwise) incorporation subsidiary Percentage Interest
2006 2006
R %

(Except where indicated otherwise)

1.3 Investments

Pioneer Foods Holdings Ltd South Africa 220 100
S.A.D Holdings Ltd & South Africa 82,087,000 100
S.A.D Groepbeleggings & South Africa 100,000 100
S.A.D Foods Ltd & South Africa 100,000 100
Ceres Fruit Juices Investment Holdings € South Africa 200 100
Ceres Investment Company € South Africa 195,000 100
1.4 Services
Sasguard Insurance Company Ltd South Africa 30,000 100
1.5 Packaging
Craft Box Corrugated € South Africa 200 100
1.6 Marketing and sales
S.A.D Food Exports % South Africa 6 100
S.A.D Food Sales % South Africa 100 100
S.A.D Food Services % South Africa 400 100
Country of
incorporation Percentage interest Loans
2006 2006
% R’000
Manufacturing
Bokomo Botswana Botswana 50 3,026
Bowman Ingredients (SA) South Africa 50 6,448
Bokomo Namibia £ Namibia - -
Lohmann Breeding SA South Africa 50 750
Sosoy South Africa 50 1,183
Heinz Foods SA South Africa 50 (163)
11,244
Notes:
* Dormant at 30 September 2007 and in process of deregistration.
€ Dormant at 30 September 2007.
# Dormant at 30 September 2007 after assets and liabilities were transferred to another Group company during the year in terms of section 45 of the
Income Tax Act, Act 58 of 1962 (as amended).
& Dormant at 30 September 2007. Share capital was reduced by the Company during the year in terms of section 85 of the Companies Act, Act 61 of
1973 (as amended).
@] Companies were struck off the UK register during the year in terms of Section 652A of the UK Companies Act, 1985.
£ This wholly-owned subsidiary became a joint venture during the year after the same number of shares than already issued were issued to a new
shareholder.
$ Dormant at 30 September 2007 after assets and liabilities were sold to another Group company during the year.
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Appendix C

GROUP

Name of associated company Country
(Pty) Ltd (except where indicated of
otherwise) incorporation Percentage interest Cost of shares Loans
2007 2006 2007 2006 2007 2006
% % R’000 R’000 R’000 R’000

Barberton Bakery Property € South Africa 50 - -

Heinz Wellington's @ South Africa 40 - -
Bergsig Breeders South Africa - - -

Total - -

Interest in retained profit and reserves:
Profit for the year -

Directors’ valuation of unlisted shares =

The following are the combined,
summarised balance sheets of above-
mentioned associated companies as
per their financial statements:

Non-current assets 1
Current assets =

Total assets 1

Non-current liabilities 323
Current liabilities 305
Total liabilities 628
Capital and reserves (627)
Total equity and liabilities 1

The following are the combined,
summarised income statements of these
associated companies (after interest was
acquired):
Revenue -
Operating profit -
Net profit # 697
Notes:

€ Dormant at 30 September 2007.

# Profit for 2006 recognised in prior years in Group income statement.
@ Deregistered at 30 September 2007.
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Appendix D

GROUP
Own Assets Leased Assets
Plant, Plant,
machinery machinery
Land and & &
buildings equipment Vehicles equipment Vehicles
R’000 R'000 R'000 R'000 R’000
30 September 2007
Cost
At 1 October 2006
Additions
Transfers
Disposal of subsidiary
Business combinations
Foreign exchange adjustment
Disposals
At 30 September 2007
Accumulated depreciation
At 1 October 2006
Charge for the year
Transfers
Disposal of subsidiary
Impairments
Foreign exchange adjustment
Depreciation on disposals
At 30 September 2007
Net book value at 30 September 2007
Total - 2007
Total property, plant and equipment - 2007
30 September 2006
Cost
At 1 October 2005 668,424 1,931,405 346,878 7,410 32
Additions and transfers 55,827 392,480 64,444 - 9
Business combinations = 9,241 167 = -
Foreign exchange adjustment 7,654 4,820 (90) - -
Disposals (4,435) (128,562) (27,567) (5) (1)
At 30 September 2006 727,470 2,209,384 383,832 7,405 40
Accumulated depreciation
At 1 October 2005 150,367 806,230 115,789 1,895 32
Charge for the year 16,811 132,050 26,085 343 7
Transfers (1,626) (9,235) 903 - -
Impairments - 6,323 - - -
Foreign exchange adjustment (1,943) 1,453 (10) - -
Depreciation on disposals (2,230) (63,837) (14,833) = (1)
At 30 September 2006 161,379 872,984 127,934 2,238 38
Net book value at 30 September 2006 566,091 1,336,400 255,898 5,167 2
Total - 2006 2,158,389 5,169
Total property, plant and equipment - 2006 2,163,558
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GROUP

Intangible Assets

Trademarks

Goodwill

Intellectual
property

Computer
software

R'000

R’000

R'000

R’000

30 September 2007

Cost

At 1 October 2006

Additions

Transfers

Business combinations
Foreign exchange adjustment
Disposals

At 30 September 2007

Accumulated depreciation
At 1 October 2006

Charge for the year

Transfers

Impairments

Foreign exchange adjustment
Depreciation on disposals

At 30 September 2007

Net book value at 30 September 2007

Total intangible assets - 2007

30 September 2006

Cost

At 1 October 2005

Additions and transfers
Business combinations
Foreign exchange adjustment
Disposals

At 30 September 2006

Accumulated depreciation
At 1 October 2005

Charge for the year

Transfers

Impairments

Foreign exchange adjustment
Depreciation on disposals

At 30 September 2006

Net book value at 30 September 2006

Total intangible assets - 2006

473,531
14
416
(536)

269,892

290
5,134

11,500

1,000

44,833
22,262

(1,758)

473,425

275,316

12,500

65,337

77,337
14,086
(198)
2,370
5
(536)

220
128
198

29,147
7,496
9,958

(1,737)

93,064

3,501

546

44,864

380,361

271,815

11,954

20,473

684,603
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Appendix E

GROUP
2006 2006 2006
‘000 R’000 R’000
Foreign Rand Fair
Amount  Amount Value
Commodity instruments
Options 2,772
Futures 34,518
Purchases of foreign exchange contracts
United States Dollar 22,292 174,391 15,078
52,368
Forward points recognised as finance costs -
Hedging reserve 52,368
Purchases of foreign exchange contracts
United States Dollar 3,836 28,741 3,652
Euro 195 1,892 149
British Pound 165 2,393 301
Sales of foreign exchange contracts
United States Dollar 15,620 121,627 (11,235)
Euro 228 2,181 (77)
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COMPANY
2006
Notes R'000
Other operating income 3,050
Administrative expenses (2,683)
Operating profit 367
Investment income 4 147,000
Profit before income tax 147,367
Income tax expense 5 (92)
Profit for the year 147,275
COMPANY
2006
Notes R'000
ASSETS

Non-current assets 35,199
Investment in subsidiaries 6 | | 35,199
Current assets 1,480,792
Loan to subsidiary 1,479,040
Cash and cash equivalents 7 1,752
Total Assets 1,515,991

EQUITY AND LIABILITIES
Capital and reserves attributable to equity holders of the Company 1,130,346
Share capital - Ordinary shares 8 18,118
Share capital - class A ordinary shares 8 1,622
Share premium 741,328
Other reserves 33,831
Retained earnings 335,447
Current liabilities 385,645
Trade and other payables 9 251
Current income tax liability 36
Current account subsidiary 384,982
Dividends payable 376
Total Liabilities 385,645
Total Equity and Liabilities 1,515,991
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Appeﬂ d iX F (continued)

COMPANY
Share capital
Share capital Class A Equity
Ordinary ordinary Share compensation Retained
shares shares premium reserve earnings Total
R’000 R’000 R’000 R'000 R’000 R’000
Balance as at 1 October 2006
Profit for the year
Recognition of share-based payments
Issue of class A ordinary shares
Employee share scheme - repurchase
class A ordinary shares from leavers
Final dividend for 2006
Interim dividend for 2007
Dividend paid class A ordinary shares
Employee share scheme - stamp duty
Balance as at 30 September 2007
Balance as at 1 October 2005 18,118 = 747,128 10,718 335,098 1,111,062
Profit for the year - - - - 147,275 147,275
Recognition of share-based payments - - - 24,481 - 24,481
Issue of class A ordinary shares - 1,751 - - - 1,751
Employee share scheme - repurchase
class A ordinary shares from leavers - (129) (5,800) - - (5,929)
Final dividend for 2005 - - - - (100,000) (100,000)
Interim dividend for 2006 - - - - (45,631) (45,631)
Dividend paid class A ordinary shares - - - (1,368) - (1,368)
Employee share scheme - stamp duty - - - - (1,295) (1,295)
Balance as at 30 September 2006 18,118 1,622 741,328 33,831 335,447 1,130,346
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YIONEERPOODS
AppendiX F continued
COMPANY

2006
Notes R'000
NET CASH FLOW FROM OPERATING ACTIVITIES 435
Net cash profit from operating activities 11 367
Working capital changes 12 82
Income tax paid 14 (14)
NET CASH FLOW FROM INVESTMENT ACTIVITIES =
Loans granted to related parties (147,000)
Interest received =
Dividends received 147,000
NET CASH FLOW FROM FINANCING ACTIVITIES 1,315
Proceeds on issue of ordinary shares 456
Class A ordinary shares bought back (5,929)
Dividends paid to ordinary shareholders 13 (145,599)
Dividends paid to class A ordinary shareholders 13 (1,281)
Increase in current account with subsidiary 153,668
Net increase in cash and cash equivalents 1,750
Net cash and cash equivalents at beginning of year 2
Net cash and cash equivalents at end of year 7 1,752
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Appeﬂ d iX F (continued)

COMPANY
2006
R’000
The Company applies the same principal accounting policies as the Group in the preparation
of these financial statements. Refer to note 1 of the Group financial statements.
The Company applied the same accounting estimates and judgements as the Group. Refer
to note 2 of the Group financial statements.
Operating profit is calculated after taking into account the following:
3.1 Operating income
Administration fees received 3,000
3.2 Operating expenditure
Administration fees paid 1,200
Interest received
Other -
Dividends received
Unlisted shares in subsidiary 147,000
147,000
Current income tax
Current year 92
%
The income tax on the Company’s profit before income tax differs from the theoretical
amount that would arise using the statutory rate of 29% as follows:
Standard rate for companies 29.0
Decrease in rate:
Exemptincome (28.9)
Effective rate 0.1
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Appendix F continued)
COMPANY
2006
R’000
Unlisted shares in other companies at cost
Pioneer Foods Holdings Ltd -
Capital contribution towards subsidiaries
Pioneer Foods (Pty) Ltd 30,802
Ceres Fruit Juices (Pty) Ltd 4,397
35,199
Cash at bank and on hand 1,752
For the purposes of the cash flow statement, the year-end cash, cash equivalents and
bank overdrafts comprised of the following:
Cash and short-term investments 1,752
Refer to note 21 of the Group financial statements.
Trade payables 251
Accrued expenses =
251
During the year the Company conducted numerous transactions with its subsidiaries.
10.1 Sale of services:
Rendering of services
Administration fees charged to Group subsidiary 3,000
10.2 Purchase of services
Purchase of services
Administration fees charged by Group subsidiary 1,200
10.3 Loans to related parties
Loan to Group subsidiary - unsecured and interest free loan with no fixed repayment
1,479,040
terms
10.4 Loans from related parties
Loan from Group subsidiary - unsecured and interest free loan with no fixed 384082

repayment terms
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Appeﬂ d iX F (continued)

COMPANY
2006
R’000
Reconciliation of profit before tax and cash profit from operating activities:
Profit before tax 147,367
Adjusted for:
Dividends received (147,000)
Interest received =
367
Increase in trade and other payables 82
Ordinary shareholders
Amounts unpaid at beginning of the year (257)
As disclosed in statement of changes in equity (145,631)
Amounts unpaid at end of the year 289
(145,599)
Class A ordinary shareholders
Amounts unpaid at beginning of the year -
As disclosed in statement of changes in equity (1,368)
Amounts unpaid at end of the year 87
(1,281)
Amounts unpaid at beginning of the year 42
As disclosed in the income statement (92)
Amounts unpaid at end of the year 36
(14)
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Sh ’ |
areholders’ Information
Analysis of ordinary shareholding
Number of
ordinary shares
('000) %
Kaap Agri Ltd 50,441 27.8
Moorreesburgse Koringboere (Pty) Ltd 22,077 12.2
Pioneer Foods (Pty) Ltd 17,982 2.9
Overberg Agri Ltd 16,747 9.2
Gardenview Nominees (Pty) Ltd 15,220 8.4
Pioneer Foods Employee Trusts 8,871 4.9
Other < 5% 49,846 27.6
181,184 100.0
Distribution of ordinary shareholders
Number Number of Number of
of ordinary ordinary shares
shares shareholders % (‘'000) %
1-1000 479 33.6 191 0.1
1001 -10000 563 39.5 2,509 1.4
10001 - 50 000 227 159 5,881 3.2
50001 - 100 000 62 4.3 4,996 2.8
100 001 - 500 000 73 5.1 13,878 7.7
500001 -> 22 1.6 153,729 84.8
1,426 100.0 181,184 100.0
Share trading statistics
2006
Number of shares traded (‘000) 5,337
% of weighted average issued shares 3.5%
Value of shares traded (R'000) 140,295
Number of treasury shares sold by subsidiary ("000) -
Number of treasury shares sold by share incentive trusts (‘000) 1,851
Price per share (cents):
« high 3,300
« low 1,871
« closing price - 30 September 2,800
Net asset value per share (cents) 2,088
Number of issued ordinary shares (‘000) 181,184

Share trading information:
www.pioneerfoods.co.za
Tel: 0800 778 778
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Administrative Information

Financial calendar

Financial year-end 30 September

22 February 2008

Annual General Meeting

Reports

Interim report for the half year until

March 2008 May 2008
Announcement of results for the year........coueeecrneene December 2008
Annual Report December 2008

Holding Company
Pioneer Food Group Limited
Reg. No.: 1996/017676/06

Company Secretary and registered office
PJ Stofberg

32 Market Street, Paarl, 7646

PO Box 20, Huguenot, 7645

Tel: (021) 807-5100

Fax: (021) 807-5280

e-mail: info@pioneerfoods.co.za

internet address: www.pioneerfoods.co.za

Auditors
PricewaterhouseCoopers Inc.

Dividends

Interim - Announcement May 2008
- Payment June 2008

Final - Announcement.......ecernecunnee December 2008
- Payment February 2009

Bankers

Standard Bank Limited
ABSA Bank Limited
Nedcor Limited

Transfer Secretary

Computer Share Investor Services Limited
70 Marshall Street, Johannesburg, 2001
PO Box 61051, Marshalltown, 2107

Tel: (011) 370-5000

Fax: (011) 688-5219

Notice of the Annual General Meeting

The eleventh annual general meeting of Pioneer Food Group Ltd
will be held on Friday, 22 February 2008 at 11:00 at Lemoenkloof

Guest House, Paarl to transact the following business:

1. To consider and approve the annual financial statements for
the year ending 30 September 2007.

2. To authorise the renumeration of the directors.

3. To place 20 million unissued shares under the control of the
directors in terms of sec 221(3) of the Companies Act 1973, as

amended.

4. To elect directors to replace those directors who retire in terms
of the Company’s articles of association.
5. To vote in respect of any other business that may be

transacted.

By order of the board
PJ Stofberg (Company Secretary)
27 December 2007
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SINCE 1920

Proxy

Annexure to the Notice of the Annual General Meeting

I/We the undersigned (print)
(name of shareholder)

of.

(address)
being a shareholder of the Company, do hereby appoint

(name of proxy)

of.

(address)

or failing him, the Chairman of the meeting as my/our proxy to represent me, to talk and to vote on my behalf at the Annual General

Meeting of the Company to be held on 22 February 2008 at Paarl at 11:00 or at any adjournment thereof:

In favour of Against Abstain
from voting
1. Ordinary resolution: To approve the annual financial statements for the year
ending 30 September 2007
2. Ordinary resolution: To authorise the remuneration of the directors
3. Ordinary resolution: To place 20 million unissued shares under the control of
the directors
4, Ordinary resolution: To elect directors
5. Ordinary resolution: To vote in respect of any other business that may be
transacted
Please indicate instructions to proxy by way of a cross in the relevant space provided.
Signed at on the day of.

Signature

Notes:

(1)  Members entitled to attend and vote at the meeting are entitled to appoint a proxy (who need not be a member of the Company)
to attend, speak and vote thereat in their stead.

(2)  This proxy must be deposited with the Company Secretary not less than 24 hours before the commencement of the meeting. Postal
address: The Company Secretary, Pioneer Food Group Ltd, PO Box 20, Huguenot, 7645.





