Operational performance
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The Bokomo Foods segment
consists of the Bokomo Foods
division, the Bokomo Foods UK
business and the Heinz Foods
SA joint venture.







Operational performance

Operational review — Bokomo Foods

Financial performance

- Revenue: R2 760 million: +3%

- Operating profit: R216 million: -6%

- Operating profit margin: 7.8% (010.86%)

- Capital spend: R178 million (2070: 5192 mition)

Business Units

The Bokomo Foods division has established itself as the market
leader in the breakfast cereals, dried fruit products and baking aids
categories. This business also focuses on the supply of bulk packed
products to the industrial market.

Brands — Weet-Bix, Bokomo Corn Flakes, ProNutro, Moir’s,
Maizena, Werda salads, Safari dried fruit products, Marmite and
Bovril.

Bokomo Foods (UK) Ltd is a wholly owned business in the UK
that manufactures and sells mainly private label wheat biscuits and
mueslis for the UK and Scandinavian markets.

Heinz Foods SA (Pty) Ltd is a joint venture with the HJ Heinz
Company from the US and focuses on condiments, sauces, frozen
foods and instant meals.

Brands — Heinz ketchup, Wellington’s sauces, Today frozen food
products and Mama’s pies.

Operating environment

The overall performance of the business improved for the financial
year. However, results were marginally down due to abnormal
profit of R19 million included in the prior year relating to insurance
recovery following the 2009 fire at the Upington factory. Volumes
were flat with good performances from breakfast cereals and
baking aids offset by the issues affecting the dried fruit and
biscuits operations.

Breakfast cereals performed well on the back of good volume
growth in key products and good recovery of raw and overhead
cost inflation from the market. The high grain prices and inflation
in overhead (specifically utilities) costs look set to continue being a
factor for the business.

The “Born Free” brand identity of Weet-Bix was enhanced with the
use of Lucas Radebe, well known soccer star, as the face of the
brand. Increased marketing spend on IWeet-Bix also helped the
product grow into new market segments with products including
Bokomo Corn Flakes, Otees and Bokomo Instant Oats also showing
good growth.

The positive dynamics of the South African breakfast cereal market
has resulted in investment from most of the major multinational
cereal companies. While this increased interest from competitors
will see the entire cold cereal market grow, it is likely to increase
pressure on volume growth in future.

A few new products were launched during the year and we are
especially satisfied with consumer acceptance of Weet-Bix Bites
and new Ofees products.

Baking aids include brands such as Moir’s, Maizena and Sugarbird.
This product range had a strong performance growing volumes,
margin and optimising manufacturing efficiencies.

As anticipated, biscuits incurred abnormal costs due to the
commissioning of the new biscuit plant at Clayville and the launch
of the new biscuit range under the Moir’s brand name. Production at
the new plant was delayed due to slower than expected regulatory
approval for the piped natural gas required for the plant, the change
to soft wheat and a delay in commissioning the plant.

The biscuits were launched under the Moir’s brand at the end of
September 2011 and we expect to see a positive impact on results
in the next financial year. Moir’s is a well trusted South African brand
and scored exceptionally well during consumer acceptance tests for
the biscuit category.




We anticipate increased activity in the category by our competitors,
but we still expect an improved performance from this category in
the new financial year.

The performance of the dried fruit business is influenced annually
by the rand/dollar exchange rate and the availability of raisins from
the Orange River and Vredendal area. The size and quality of this
year’s vine fruit crop in the source area was substantially impacted
by severe rain and floods in the Orange River area. The relative
strength of the rand against the dollar had a further negative impact
on the competitiveness of our exports.

Although early indications are that the new season’s raisin crop will
be above average, the previous season’s shortage is expected to
impact the division negatively into the first half of the new financial
year. Tree fruit availability is anticipated to be good. International
raisin prices in dollar terms are still at reasonably high levels and
overall performance should improve next year.

The salad business posted a pleasing turn around performance,
despite sales volumes being under pressure.

The retail nut business under the Safari brand showed volume
growth again despite the major raw material inflation on tree nuts
and peanuts during the year. Final product pricing has increased
during the last half of the year and it may start to put volumes
under pressure.

The Heinz Foods business showed good growth in condiments and
sauces and posted an acceptable performance overall. However,
growth in the frozen foods category remains slow.

The Bokomo Foods (UK) business experienced strong sales revenue
growth but profitability declined due to unprecedented increases in raw
material prices and the lag in passing price increases on to customers.
Substantial expansions to create extra production capacity also had

a negative short-term financial effect. The business is now geared to
produce more cost-effectively and with expected further sales growth,
the benefit of the capacity created should be evident in improved
margins in the new financial year.

Outlook

The trading environment remains extremely competitive and
consumer spending will be challenged due to a very tough economy.
However, the company is well positioned in terms of a product
basket which caters for both lower value and more premium
products.

Bokomo’s performance for the new year will depend greatly on
improved performances from the fruit and biscuit businesses, and
the general ability to recover raw material and overhead inflation
from the market, without sacrificing volumes.
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Operational performance

Operational review — Ceres Beverages

Financial performance

- Revenue: R2 577 million: +4%

- Operating profit: R132 million: -20%

- Operating profit margin: 5.1% (2010:6.6%)

- Capital spend: R172 million (2010: r205 mition)

Brands

Brands — Ceres, Liqui-Fruit, Fruitree, Wild Island, Daly’s, Pepsi,
Mirinda, Mountain Dew, 7-Up and Lipton among others.

Operating environment

A strong first half performance from this division was unfortunately
negated by a disappointing performance in the second six months of
the year. The fruit concentrate mixture category made a loss for the
year and dragged overall performance down.

The fruit juice category performed well with volume growth
achieved on the local and international markets. This benefited from
continuous marketing support and the launch of new packaging
formats and juice flavours. The first new line was installed in the
new fruit juice factory in Wadeville, Johannesburg in the second half
of the financial year, with the second line planned for the first half of
the 2012 financial year.

These additions bring much needed capacity to supply the growth
in demand. We will also relocate lines from the Ceres factory to
Wadeville during the first half of the new financial year. The capacity
of the warehouse in Wadeville will be increased by installing

racking in the first half of 2012. These capacity improvements will
be completed in the second half of the 2012 financial year. We
anticipate that the improvement in service levels and cost savings
on transport from moving production closer to our market will
largely mitigate the anticipated start-up costs. However, the benefits
are likely to be fully realised in the 2013 financial year only.

The fruit concentrate mixture category had a very disappointing
second half of the financial year due to extremely aggressive
competitor activity which pressured sales volumes, and increased
input costs which could not be recovered in the market.

The Pinetown production facility was closed. Manufacturing has
been consolidated in Bloemfontein where costs are being driven
down. Profitability was further affected by strikes in August and
September 2011 due to a wage dispute. While the focus is on
returning this business to profitability, this category is extremely
competitive with relatively low barriers of entry.




The carbonated soft drink sales volumes grew despite the cold

and wet summer conditions, but fierce competition continues.
Profitability improved and the increase in volumes necessitated
further capital investment. Therefore, new equipment will be
installed at the Ceres factory in the space created by relocating the
juice lines to Wadeville. This will be commissioned in the second
half of the new financial year. The increased capacity will ensure a
more efficient value chain and enhance profitability. The continuous
growth in the Pepsi range of products is key to the future growth
anticipated for the Ceres Beverages segment.

Lipton ice tea volumes grew strongly with good growth being
forecasted for the new year. The brand was also launched in paper
pack formats to increase consumer choice.

Outlook

Performance in 2012 will depend on the ability of the business

to recover input cost increases in the market, the successful
commissioning of the new equipment in Johannesburg and Ceres
and the turnaround strategy implemented in the fruit concentrate
mixture category.
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Our responsibility

Sustainability report

Our sus

ainability mission: to continuously

improve and balance our economic,

environmen

At Pioneer Foods the goal of sustainability is to increase long-term
shareholder and social values while reducing the negative impact
the business has on the environment. At the same time we need
to ensure that there are robust systems in place to withstand any
impact phenomena such as climate change could potentially have
on our organisation.

Progress on sustainability

During the last financial year, sustainability in the Group was
advanced through:

— Defining the parameters of our current position in terms of
sustainability

Refining our sustainability strategy

Developing a sustainability mission

Identifying the Group’s material sustainability issues
Designing a sustainability governance framework for delivery

al and social performance.

Sustainability strategy and mission

The Pioneer Foods’ sustainability strategy was designed to support
the delivery of the Pioneer Foods corporate goals while minimising
environmental impact and contributing to societal welfare. The
sustainability strategy forms an integral component of the Group’s
corporate strategy.

The context for the sustainability strategy was framed by identifying

the key sustainability challenges and opportunities facing the

Group. A range of techniques were used to inform the starting point,

including:

— Competitor benchmarking

— External stakeholder engagements

— Athorough internal review of the Group’s current sustainability
position

The sustainability mission was developed to complement the Group
vision “To be a leading food and beverage company through globally
trusted brands.” In addition, the Group’s sustainability behaviour has
been aligned with the Pioneer Foods values.

PIONEER FOODS VALUES

. SUSTAINABILITY BEHAVIOUR

Accountability and commitment
We are relentless in pursuit of sustainable results and relationships

Be transparent and take responsibility
Ensure compliance
Deliver against commitments to all stakeholders

Adaptability
We adjust effectively to working in new structures, process
requirements and cultures

Innovate and invent

Foster diversity

Ensure inclusiveness

Demonstrate courage to embrace change

Consumer/customer focus

Engage and communicate with all stakeholders
Deliver quality and choice

Be proactive

Development and recognition of people
We are committed to developing and growing our people and

Act with respect
Empower employees, and the communities we operate in

Be authentic
Demonstrate stewardship




Strategic objectives

Pioneer Foods has unbundled its vision into four overarching
strategic sustainability goals.

Governance
“Embed sustainablity in the fabric of the business”

::  Environmental
Social i “Manage : Economic :
“Ensure social  :: and minimise  :: “Create economic :
: licence to operate” :: environmental :: value” :
: : impacts”

These goals signify our long-term ambition to ensure that
sustainability considerations are embedded throughout the
organisation. This requires the Group to balance the primary need
for sustainable long-term economic value creation effectively with
due care for the effect our operations have on the environment and
on the people the Group impacts.

L [e])]

Sustainability issues identified as being material to Pioneer Foods
: MEDIUM

Material sustainability issues

In order to inform the priority areas for action, Pioneer Foods

assessed the materiality of a range of sustainability issues facing

the Group based on:

— Direct short-term financial impact — The potential financial impact
of non-performance in the sustainability area.

— Internal-based performance — Perceived importance of
sustainability issue within divisions.

— Business based peer norms — Current and public competitor
activity on the sustainability issue.

— Stakeholder behaviour and concerns — Perceived importance of
sustainability issue based on stakeholder engagement.

Pioneer Foods has identified issues material to the organisation
using the outcomes from the materiality assessment. Those issues
identified as being highly material and which require action in the
short term are presented below.

- Lifestyle diseases

SOCIAL — Diversity — Nutrition labelling
— Safety — HIvV/TB
— BEE — Healthy/affordable products
— Occupational health — Food security
- CSl
— Training
— Human rights
— Ethics
— Complaints
ENVIRONMENT — Energy consumption — Water quality — treatment and : — Climate change
— Raw material consumption effluent — Environmental incidents
— Waste management — Recycling — Green buildings
— Water consumption — Emissions — Biodiversity
— Sustainable agriculture
i — Animal welfare :
i — Genetically Modified Organisms
ECONOMIC — Energy costs — Energy availability/security of — Carbon costs
— Product/food safety © supply :
— Transport/logistics :— Packaging

Regulatory infringements

i — Responsible sourcing
i — Supplier audits/codes




Our responsibility

Major risks facing the Group

As mentioned, Pioneer Foods assessed the materiality of certain sustainability issues facing the Group. However, the risk assessment process
included identifying the major risks facing the Group in the operating environment.

These have been identified as follows:

MAJOR RISK

Product and Brand integrity —

Our reputation and sustainability is
dependent on ensuring product integrity
with reference to fit-for-purpose and safe-
to-use products.

The products produced and sold by

i Pioneer Foods are for human or animal
consumption. As such there is a high

i expectation for product functionality

i and safety.

Brand integrity and trust in Pioneer Foods
products will be impacted negatively if
i consumer trust is not upheld.

The state of the economy impacts the
disposable income of consumers. This
influences consumption patterns and
preferences.

Therefore, it is important to assess and
pre-empt the possible impact that such
changes might have on the positioning of,
and demand for, product offerings.

i Product design, presentation and

i functionality must take cognisance of

i the range of preferences in consumption
exhibited by the consumer base in

i South Africa.

The general state of the economy, as
expressed by consumer spending patterns
i and trends, will impact product demand.

Pioneer Foods operates in an environment
that is subject to cyclical supply and
demand fluctuations that result in dynamic
shifts in the competitive landscape over
time.

This will impact the positioning of Pioneer
Foods and its strategic intent over time.

known to experience intermittent volatile
i fluctuations in the demand cycle.

¢ Such fluctuations might also impact shifts
on the supply side as exhibit through
increased/decreased competitiveness. The
result of these fluctuations could impact the
overall profitability of Pioneer Foods.

| ACTION

— Product and process design take

¢ cognisance of this requirement in all

i aspects of development.

i — Appropriate management systems are
i deployed to ensure governance and
oversight are in place throughout the
product supply chain.

appropriate food products, packaging
formats, choice of distribution channel
and appropriate pricing policies to
address and adapt to possible shifts in
consumer behaviour.

— These adaptations are based on sound

consumer research, the deployment of
appropriate technology and targeted
brand support.

Pricing policies remain flexible in
response to these consumer shifts.

It is recognised that investments should
be made for long-term sustainability of
the business while taking into account
near and long-term perceived changes in
the competitive landscape.

— Due care is taken to understand the

economic, agricultural and consumer
dynamics that influences such demand
and supply changes.

— Best of breed technology is applied

throughout to ensure processing
efficiency and manufacturing
competitiveness.

— ltis recognised that due care must be

taken to ensure an appropriate and
sustainable base through an optimised




MAJOR RISK

Sustainability report (continued)

| ACTION

Customer relationships —

Pioneer Foods recognises the important role
of its customers in providing the interaction
between consumers and its brands and
products. It is required to develop and
maintain these relationships to provide for
the efficient and cost-effective distribution
of its products.

i Pioneer Foods predominately sells

to customers in the form of retailers,

wholesalers and manufacturing operations

that add further value to its products. New

and existing trade partners are key to the
effective distribution of its products to the

. consumer.

Therefore appropriate professional and
mutually beneficial relationships should be
developed and maintained.

Food security - H

Agricultural products form a significant
component of the raw material for the
products manufactured by Pioneer Foods.
The agricultural sector is subject to a
number of key risks that may impact the
supply of raw materials, including water
security, cyclical production fluctuations,
availability and cost of energy, land reform
and climate change.

The ultimate availability of agricultural
commodities as raw materials is a
long-term risk that requires attention
from Pioneer Foods, both within its own

IT capability -

The systems and processes of Pioneer
Foods, including administrative,
manufacturing and process control systems
are all highly dependent on the availability
and integrity of the Group’s IT systems.

IT capability throughout the business is
believed to be a key enhancer of efficiency
and competitiveness. Pioneer Foods is
exposed to a centralised technology

¢ platform and support base that might

i impact business performance negatively if
not available.

Procurement and inbound logistics —

The procurement and associated logistics
and storage of key raw materials are
subject to the supply uncertainties and price
volatility associated with the agricultural
sector.

Price and supply volatility may impact the
manufacturing capability and profitability
of a large portion of the Pioneer Foods
business negatively.

operations and throughout the supply chain.

S o cooperation with these key

customers Pioneer Foods’ most valuable
contribution is to ensure that it provides
appropriate and competitive products.

— Service delivery is a key focus and
capability throughout the business.

¢ — Pioneer Foods will ensure sustained

relevance to its customer base through
increased brand relevance and support
as well as ensuring appropriate overall
scale to make a positive impact.

— However small, Pioneer Foods recognises
that its focused efforts towards water
and energy conservation will contribute
to long-term sustainability of the supply
chain.

— Appropriate sustainability initiatives
are deployed in the business to limit
consumption per unit of production.

technology infrastructure takes due
notice of this reliance though appropriate
dual communication systems, dual
processing and backup functionality and
investment in the maintenance of the
physical and intellectual support base.

— Procurement of key raw materials is
centralised with senior management
oversight, appropriate governance
and control environment in addition to
appropriate supporting administrative
input.

— Inbound logistics are aligned with the
centralised procurement functions
throughout the various divisions.

— Appropriate third-party advice is regularly
sought to inform decision-making.

— Pioneer Foods does not speculate
with key raw materials and an overall
conservative approach to procurement
positions are required.




Our responsibility

MAJOR RISK

Talent and leadership management —

The availability of key skills at an
appropriate cost is an increasing risk to the
ongoing effectiveness of the Group.

: Leadership and key talent is a limited

resource and shortcomings will impact the
short-term effectiveness and long-term
sustainability of the business.

| ACTION

Internal Human Resources processes are
designed to identify and develop internal
skills and leadership capabilities for
application within.

Recruitment and remuneration
procedures and policies are designed
and reviewed to ensure the identification
and retention of a suitable skills set.
Appropriate guidelines are set to

ensure continued transformation of the
employee base.

The ability to manage ongoing compliance
within a context of ongoing policy and
regulatory changes may impact the
reputation of Pioneer Foods.

Increased and highly progressive legislation
within the product and consumer scope

i of the business exposes Pioneer Foods to

additional scrutiny.

The highly technical nature of these
applicable legislation and regulatory
framework demands the existence of a
skilled technical resource to inform and
govern this exposure.

Training and awareness is continuously
provided on a targeted basis across the
business.

Given the perceived lack of appropriate
and consistent oversight by applicable
regulatory authorities Pioneer Foods
recognises the need to deploy self-
governance as might be required.

Government policy and regulatory
framework -

To a large extent government policy defines
the operating environment of Pioneer Foods
especially with regard to local agriculture,
local and imported competition and the
provision of aid and support to a significant

portion of the South African consumer base.

range of industry and nationwide policies
and regulatory frameworks that might both
threaten or enhance the success of the
business.

Resources are deployed to be informed
of upcoming legislative changes and the
impact it might have on business.
Where possible, appropriate input is
provided to guide policy development.

Liquidity —

Given Pioneer Foods’ strategic intent

the lack of liquidity and available credit
facilities in the market as a result of local
and international economic conditions
may impact the ability of Pioneer Foods to
operate and grow effectively.

It is recognised that the availability of
sufficient resources to fund the progressive
sustainability of the business might be
impacted by factors outside the immediate
control of Pioneer Foods.

Short and longer-term planning is
deployed to inform both the need and
availability of such funding resources.
Pioneer Foods is highly exposed to

the price volatility of agricultural
commodities. Therefore, high level focus
and attention is given to the forecast of
working capital requirements.

In addition to the benefits provided,
investment decisions are guided by the
factors raised above.




MAJOR RISK

Sustainability report (continued)

| ACTION

Organisational efficiency -

At its core Pioneer Foods is a manufacturing — Operational efficiency at all levels

With the input of a sound skill set and
appropriate and up-to-date processing
technology, the efficient manufacturing
and supply of all products have a material
impact on overall profitability.

i operation that is reliant on the efficient

i conversion of raw materials into products
© and the efficient distribution and marketing
i thereof. Inefficiency at any level of :
the operation will negatively impact

is entrenched as a benchmark for
performance.

Care is taken to ensure the development
and deployment of an appropriate skills
base in addition to the capability of the

i performance.

i technology installed.

i — Appropriate maintenance and continuous

improvement are key measurables.

i — Key technology suppliers provide

i appropriate international benchmarks for
operational performance.

Exchange rate volatility —

Exchange rate volatility, risks and
uncertainties associated with the
importation of raw materials and equipment :
and with the export of products may impact :
on overall competitiveness and profitability.

It is recognised that exchange rate volatility : — Given this duality in impact it is required
and longer-term devaluation will exhibit
both negative and positive impact on
business performance.

that all business transactions are
evaluated critically.
— Itis recognised that a longer-term

¢ devaluation of the currency might
enhance export competitiveness and
inhibit imported competition.

— Pioneer Foods deploys a conservative
risk appetite towards the management of
exchange rate exposure.

Framework for
sustainability delivery

Many of these issues are already areas of focus within Pioneer
Foods, for example employee health and safety requirements, food
safety standards and our transformation programme.

A set of key performance indicators (KPI's) to enable Pioneer Foods
to understand and manage performance against the full range

of issues is currently being developed. Future progress on our
sustainability journey will be reported against these KPI’s.

Stakeholder engagement

The Group is committed to the stakeholder inclusive model of

reporting. The stakeholder engagement strategy includes a process

to interact with internal and external stakeholders. We have

identified the categories within these two Groups as follows:

— Internal: divisional management committees and Board

— External: suppliers, financing institutions, academia, customers,
shareholders, quasi-government institutions, unions, local
community, etc.

We have interacted with stakeholders in a number of ways during
the year.

STAKEHOLDER

| ENGAGEMENT

Shareholders and Results presentations, one-on-one

investors meetings, investor relations function
Employees Staff magazine, electronic
© communication channels,
i management presentations
Communities Various CSl initiatives
Government and Engage as required
regulators
Suppliers Ongoing interaction in the course of
doing business
Customers Ongoing interaction in the course of
doing business




Our responsibility

The aim of the engagement process was to understand external
stakeholders’ key sustainability concerns and expectations and
how these could be managed to add value. The feedback from the
various interviews served as a basis for defining a sustainability
strategy for Pioneer Foods which, among others, meets the
expectations and requirements of a rapidly changing stakeholder
environment. Feedback from internal stakeholders shaped the
sustainability strategy that the Board approved.

The following points are the key common messages from the

internal and external stakeholder engagement:

— Sustainability is important to or essential to the organisation.
They expect the issue to continue becoming even more important
in the future.

— There are questions about trust and ethics, relating to the
Competition Commission’s decision. Pioneer Foods must
acknowledge and manage these questions as part of its
sustainability strategy.

— There are opportunities to partner with other organisations to
deliver sustainability initiatives.

— Governance, and particularly transparent stakeholder
engagement, is seen as the foundation for sustainability.

— Pioneer Foods will have to manage sustainability across its value
chain, as looking ‘inside the gates’ is seen as insufficient.

The feedback has also provided Pioneer Foods with guidance
on ways in which to move forward. We will continue engaging
stakeholders going forward and we will provide feedback and
progress to our stakeholders on relevant issues.

SOCIAL SUSTAINABILITY ISSUES

Our employees

Pioneer Foods fundamentally believes that its main asset is the
more than 11 000 competent and committed people who drive
business value. As part of the roadmap to sustainability, the human
capital function has the following key focus areas:

The drive, passion, commitment and dedication of our people is the
cornerstone of our business resilience and performance. They are
the creators of value, the power behind our brands and the stewards
of our product quality.

Our people practices are geared towards fostering a nurturing
and inclusive culture that enables growth, development and

performance. We strive to create an enabling, safe and healthy
working environment to stimulate the productivity and motivation
of our people.

Employment

The Group is aware of the unemployment challenges in South Africa,
which is exacerbated by the vast pool of unskilled and semi-skilled
labour. The Company’s approach to this challenge is two-fold:

— provision of job opportunities wherever practically possible; and
— skills development through various learning interventions.

Learning interventions include apprenticeships, learnerships,
bursary schemes, in-service training, graduate internship
programmes, adult basic education and training, functional training
and leadership development programmes to enable employability
of people.

The Pioneer Foods national geographic footprint enables the Group
to provide employment opportunities in rural, peri-urban, urban and
metropolitan areas.

For the financial year, 11 473 people were permanently employed by
the Group’s wholly owned South African operations and 242 people
were employed in non-permanent positions resulting in a total
employee complement of 11 715.

Employee turnover for the year was 10.8% compared to 9.8% for
the previous year, and compares favourably to the reported national
average of 11.1%

Employee relations

The Group acknowledges and values employees as key stakeholders
in the employment relationship; and every effort is made to improve
communication, relationship and trust in the workplace through
various platforms of engagement from team level, departmental;
operating point, business unit, divisional to Group level.

The Pioneer Foods Way forms the bedrock of our approach to
employee relations and defines accepted behaviours in our company
linked to the Group values.

Organised labour constitutes approximately 71% (2010: 73%) of
the bargaining unit and approximately 52.5% of the permanent
employees (2010: 53%).




The 2011 winter wage bargaining season was a particularly
challenging one for the various business bargaining forums, to
the extent that some form of industrial action was experienced in
the grain; breakfast cereals and continental beverages bargaining
forums. Notwithstanding the inherent challenges in the collective
bargaining process, the relationship between organised labour,
representative unions and management has matured to a level
where there is open communication, mutual respect, and shared
responsibility.

Organisational development

Several initiatives have been implemented across the business

to embed the Pioneer Foods Way in the Group. These measures

include:

— the “Value of the Month”;

— focus groups on values and associated desired behaviours;

— spot-recognition awards for people nominated by fellow
employees or superiors who have been observed to be living
the values; and

— 360° values assessment for the leadership and managers.

The 2011 overall 360° values survey results reflect an improved
rating from 3.75 in 2010 to 3.81 in 2011 out of a five-point scale
which suggest that the organisational values are beginning to be
entrenched in behaviours in accordance with the aspirations of the
Pioneer Foods Way.

Designated Employees per Level

Top Management

Senior Management

Mid Management

K
I
- TR

Sustainability report (continued)

The Pioneer Foods Way is an embodiment of the Group’s values
and includes desired effective behaviours that underpin each value
and approved practices on how to relate to the company’s many
stakeholders.

Towards the end of the financial year, we conducted a climate
survey to gauge employees’ perceptions of the Group’s people
practices and to determine an employee satisfaction index. The
results of the survey will be known in the new financial year and
will inform actions to improve our people practices to become an
employer of choice.

Diversity

The Group is committed to employment equity and to ensuring that
all occupational levels broadly reflect the demographics of South
Africa’s economically active population. The executive management
and the human capital committee of the board are accountable for
enabling and monitoring employment equity progress in the Group.

The Group continues making steady improvement in its employment
equity drive across all occupational levels and categories. This is an
ongoing area of focus within the business.

40%
36%

¢

Other Levels

R

I

2011

B 2010
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OCCUPATIONAL LEVELS

Top management

DESIGNATED

NON-DESIGNATED

Foreign
Female Nationals

Male Female

Senior management

Professionally qualified and
experienced specialists
and mid-management

Skilled technical and academically :
qualified workers, junior :
management, supervisors,

foremen, and superintendents

Semi-skilled and discretionary
decision-making

Unskilled and defined decision-
making

TOTAL PERMANENT

Non-permanent employees

GRAND TOTAL

Training

The Group’s human capital strategy has a strong orientation towards
people development which includes creating skills pipelines, talent
and leadership bench-strength development with the aim of growing
our own “timber” to underpin and enable the business growth
strategy.

In May 2011, we launched the Group’s Academy of Learning to kick-
start our leadership development programme. This programme aims
to improve the Group’s leadership depth, capacity, diversity, quality
and quantity to spearhead and enable the execution of the business
strategy. The initial intake for the three-tier leadership development
programmes is approximately 50 people with more people expected
to be put forward for the second intake.

1281 1481

To bolster our scarce skills pipelines, we have 103 registered
apprenticeships, 30 graduate internships and 20 bursars and a
significant number of people in the various learnership programmes.
The Group is also at an advanced stage in the development of
curricula and learning solutions for prioritised job families to develop
functional competence.

The Group has invested approximately R28.3 million in the
various learning and development interventions. Of this amount,
R19.5 million has been spent on black employees.
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Three-tier leadership development programme Scarce skills pipeline
Leadership development programmes: Numbers Apprenticeship
I 17
K
24
ELDP MMALDP FLDP

ELDP: Demographic representation M Designated I Non-Designated
Male 3

M African M Coloured White 1
ALDP: Demographic representation
Female - 1 5

Ml Designated I Non-Designated
M African I Coloured Indian White

. . Bursars
FLDP: Demographic representation

M African I Coloured Indian White

Ml Designated B Non-Designated
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Occupational health

The Group has added a new dimension to its integrated holistic
wellness awareness programme which was established five years
ago. A comprehensive employee assistance programme is being
piloted at three business units with a group-wide roll-out planned
for February 2012. The company has also engaged the services
of a large, reputable risk management service provider to conduct
a comprehensive HIV/Aids risk analysis, the results of which will
inform the new Group approach to HIV/Aids.

Safety

In line with the Group’s view that its employees are a key asset

of the organisation, ensuring their well-being by providing a
healthy and safe work environment is a priority. Each of the four
operating divisions has strategies in place to ensure both the safety
of employees and the safety of their customers. Certifications

are obtained by business units to ensure compliance and

ratings have improved again during the current reporting period.
Major certifications include HACCP, ISO 9001, BRC, SAFSIS, Afri
Compliance, AIB, NOSA and SAFEPRO.

Attracting and retaining critical
skills - remuneration

The Group remuneration philosophy, strategy and policy have been
approved by the human capital committee of the board.

The Group’s remuneration philosophy is anchored in the World
at Work total rewards approach and comprises a combination of
career growth opportunities and recognition, culture and values,
compensation, benefits and work environment.

The remuneration strategy’s main aim is to enable the Group to
develop, motivate, maintain and retain an internal human capital
pipeline; and when necessary attract the requisite skills from the
labour market to enable the business’ growth strategy.

The remuneration policy codifies the remuneration principles,
processes, practices and procedures to give effect to the Group’s
remuneration philosophy and strategy.

The pay mix may comprise a combination of guaranteed pay (total
cost to company) and variable pay (short-term incentives and
long-term incentives) depending on the level of seniority in the
organisational hierarchy.

Pioneer Foods abridged Remuneration Policy can be found in the
Corporate Governance report on page 75.

Transforming our group

Transformation remains a key strategic focus area for Pioneer Foods
and was affirmed as a material challenge during our sustainability
strategy development process.

Progress

Ownership and management control remains a focus. The
strategy on these two elements is currently under review by the
human capital committee, reporting to the board of directors.

Ownership was initially addressed in 2006 with a 10% shareholding
transaction involving more than 11 000 own employees on day one
of the transaction. Natural attrition has seen this interest declining
to below 5% at the financial year-end. The broad-based black
economic empowerment (B-BBEE) transaction for an additional
13.55% shareholding, announced at the end of November 2011,
broadens the black ownership of the Group to include a broad-based
educational and community trust, strategic B-BBEE partners, broad
based participants, inclusive of specific women groupings and black
members of the board. The cumulative initial issue of shares to
B-BBEE participants therefore totals 23.5%, with the estimated total
shareholding to be about 18% after implementation of the newly
proposed deal.

Employment equity (EE) rating remains mainly unchanged. The
minimum threshold for senior management has not been achieved,
affecting the EE score negatively. The low turnover rate on this level
continues to limit progress and is therefore slower than desired.
Continuous focus is placed on simplifying reporting to assist with
workforce planning, leading to early detection and a proactive
approach to challenges in the workforce profile.

Skills development rating continues to improve year-on-year,
demonstrating our commitment to “grow our own timber”.
Continued focus on learnerships and apprenticeships, together with
the launch of a revised leadership development programme, has
contributed positively to our performance. The new learning and
development strategy has been communicated to the business with
varying levels of implementation throughout the Group. The roll-out
of initiatives in the strategy will continue at various levels of the
organisation over the short to medium term and will ultimately seek
to cure the skills shortages experienced in a number of disciplines.




Preferential procurement rating has increased slightly due to
continued focus on our supplier database and their BEE status. A
conscious decision was taken to focus on black-owned and black
woman-owned businesses, although limited progress was reported
due to the nature of our business and subsequent procurement.

In an effort to encourage and support SMME’s (small medium and
micro enterprises) we provided financial assistance to obtain a valid
BEE certificate, indirectly empowering these businesses.

Current B-BBEE Scorecard

Sustainability report (continued)

Enterprise development achieved the maximum of 15 points again.
The Group’s enterprise development progress is discussed in more
detail in the interaction with communities section.

Socio-economic development spend remains above the average
1%, resulting in the maximum score achieved. More details on the
Group’s socio-economic development initiatives can be found in the
interaction with communities section.

Target
ELEMENT . : 2011
Ownership © 235 383 451 . 381 45
‘Management 331 349 491 475 . 7.00
Employment equity 501 531 . 561 58 . 571
*Skills development o008 479 634 78 . 641
*Preferential procurement B AV 954 1747 . 1863 . 1805
*Enterprise development 1056 1500 1500 . 1500 . 1500
Socio-economic development 500 500 500 . 500 . 500
Total score ” 3348 4696 5884 . 60.89 .  61.68
Level L8 T T L S

*Audited results, certificate to be issued in January 2012

Looking ahead

Pioneer Foods acknowledges the importance of successfully
reaching our empowerment objectives and has embarked on a
number of strategies to effectively deliver on our commitments.

Effective engagements with all stakeholders will be fundamental to
the successful implementation of our transformation strategies and
regular opportunities will be created to ensure buy-in is obtained
from all levels.

We realise that the new, more stringent, Department of Trade and
Industries (dti) goals will inevitably place our performance on the
employment equity and preferential procurement elements under
pressure during 2012, but remain committed to the achievement of
economic equity to ultimately ensure an inclusive business for all.

Interaction with communities

The urgent need and the dire social realities in our communities
drive our aim to find a sustainable approach and ensure long-term
benefits with limited or no dependencies created. Current project
managers have been encouraged to partner, and share experience
and knowledge among each other. This initiative has proven to be a
powerful value-add to participating partners, improving procedures
and increasing knowledge on matters such as exit strategies, and
monitoring and evaluation processes.

Pioneer Foods have further afforded six NGO partners the
opportunity to once again attend the annual CSI That Matters
Conference, to actively support the development of skills within the
NGO structures and enhance their networking opportunities, directly
empowering them.
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Pioneer Foods Fund

Pioneer Foods has reaffirmed its commitment to social
transformation. By enabling the development of sustainable and
competitive communities we aspire to uphold our social licence
to operate.

The existing hybrid strategy towards the execution and management
of socio-economic development (SED) for the Group is based on the
following principles:

Group SED

The Pioneer Foods Fund was created by executive management as a
subcommittee of the board human capital committee. To ensure that
the strategic objectives of the Group are met, all major SED projects
are approved through the Pioneer Foods Fund.

The current primary development boundaries and allocated
percentage of the annual budget for 2010/11:

Budget allocation

I Nutrition

Disaster Relief

I Environment

Secondary Boundaries

Some of the projects that the Pioneer Foods Fund has been involved
in over the last year are:

Food & Trees for Africa

The Pioneer Foods Group and Food & Trees for Africa (FTFA)

have partnered to support the development of the Ratanang and
Mafolofolo permaculture food gardens and environmental greening
projects in the Limpopo province.

The projects have been running for 12 months. Six hectares of land
at Ratanang, in Sovenga, is currently productive, covered with a
variety of crops including spinach, beetroot, cabbage, tomatoes,

onion, Chinese mustard and fruit trees such as moringa olifera,
mangoes, avocado and citrus. The Ratanang permaculture food
garden project created employment for 28 community members and
provides the community with organic vegetables.

Mafolofolo High School is situated in Solomondale Village which is
37 km from Polokwane. The school currently has 1 057 learners
(among them are 102 orphaned and/or vulnerable children) and
employs 38 educators. Living conditions in the local area are

very poor and even worse in the nearby informal settlements.
Mafolofolo is the only high school involved in permaculture food
garden and environmental greening projects in the Capricorn
district. The permaculture food garden project produces healthy
organic vegetables, herbs, vegetable seedlings and supplements.
The project is having a great impact on the lives of the children and
the community by improving and providing a balanced diet, while
generating some income. The vegetable and medicinal herb gardens
are addressing nutritional and health issues, especially for people
living with HIV/Aids and the school is now used as a permaculture
resource centre where local schools, community and community-
based organisations get technical advice, support, resources and
training. Through the project the school environment has been
transformed to the benefit of the learners and the community.
Project participants have won several awards, such as a Climate
Hero Award and Young Aspirant Farmer of the Year Award.

Qwaqwa

Pioneer Foods received a request from the Premier of the Free
State to assist with flood relief in communities severely affected
by the January floods. The community of Qwaqwa was identified
as beneficiaries after the Department of Social Development and
Local Government conducted an investigation on the number of
households affected.

In partnership with relief agency Adventist Development and Relief
South Africa (ADRA), Pioneer Foods donated food hampers and
blankets to community members which provided immediate relief.

Other beneficiaries of the Pioneer Foods Fund include:
— African Children Feeding Scheme

— Grassroots soccer

— Scarce Skills Bursary programme

— Christel House School

— Stellenbosch Community Development Programme
— The Warehouse Trust

— MaAfrika Tikkun

— Monte Christo Ministries




— Table Mountain Fund
— Foodbank SA
— The Grape Community (Miriam’s House)

% spent per province

4%
16%
2%

30%
48%

Il \Western Cape I National
Free State Gauteng
[ Limpopo

% spent per Development Boundary

5.05%
3.55%

18.71%

72.70%

I Nutrition

Disaster Relief

I Environment

Secondary Boundaries

Divisional SED

Each division invests, at their own discretion, in projects in their host
communities. These investments further enhance the contributions
made by the Pioneer Foods Fund and help support development in
our communities. Some of the projects that the divisions have been
involved in over the last year are:

Sasko Brito’s wheelchair project

The Sasko Brito’s wheelchair project started in a modest way when
Sasko Brito’s Bakery in Port Elizabeth, handed over 10 wheelchairs
to 10 underprivileged children in 2006. This project was embarked
upon in conjunction with the local Department of Education in

Port Elizabeth.
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The project soon became an annual event and since 2006 Sasko
Brito’s Bakery has donated a total of 169 wheelchairs to the value of
R500 000. This was done in partnership with customers, suppliers,
local municipality and provincial government.

Bokomo Foods partners with the JAG Sports Foundation

Fostering and promoting talent within disadvantaged communities,
the JAG Foundation unveiled their new sporting education initiative,
the ProNutro JAG Runners.

The project is spearheaded by Olympic athlete, Elana Meyer and
ProNutro JAG Runners is set to roll out in communities across the
Western and Eastern Cape. It will provide highly qualified training for
coaches and basic infrastructure for talented runners.

The programme is supported by the MEC for Education in the
Western Cape, Cameron Dugmore, and eminent athletics coach,
Dave Spence. It seeks to recognise and cultivate gifted athletes from
disadvantaged communities, promoting their personal development
and allowing them to achieve their athletic and personal potential.

The Ceres Beverage Company and Sasko provides support to the
Mbekweni community

In December of 2008 Merwe Genis, a well-known coach at cricket
schools and clinics in the Western Cape started a weekly coaching
clinic with local volunteers at Mbekweni Primary School. Within

a very short space of time they were attracting over 160 children
from Mbekweni to each session, giving life to The Mbekweni Cricket
School (“MCS”) development programme.

The MCS recognises the use of sport to bring positive life changes
to young people. The vision and passion of the initiative is to inspire
the Mbekweni community, provide opportunities and change lives
through the power of sport, especially cricket. The initiative aims to
achieve these goals by entering into partnerships with organisations
that share their vision and passion.

The programmes teach the children important values such as
teamwork, leadership, fair play and respect for others. In addition,
talks are organised by local police, community leaders and other
prominent figures in the township on issues such as drugs, HIV/Aids
and crime, all vital in keeping these young people on the pathway to
success both on and off the cricket field.

The Ceres Beverage Company and Sasko support this initiative by
providing beverages and bread to the children attending the Friday
and holiday coaching clinics.




Our responsibility

Looking ahead

Pioneer Foods acknowledges the importance of finding a long-
term sustainable approach to ensure we enable the development
of our host communities and deliver benefits without creating
dependencies. We have identified a more holistic approach to
corporate giving, endorsing the aspirations of the Millennium
Development Goals, together with the National Growth Path
published by Government. The MDG’s, underwritten by world leaders
in 2000, is a set of eight time-bound targets that, when achieved,
will end extreme poverty in 2015. Although the NGP focuses on
South Africa and has employment creation as one of its core goals,
it shares the common goal of poverty reduction with the MDG’s as
its second core goal. The NGP’s time frame extends to 2020 and in
essence encapsulates the South African Development Strategy.

To actively demonstrate our support to these initiatives, we have, in
partnership with our stakeholders, identified a number of initiatives
that will assist in the achievement of our short to medium-term
objectives.

To maximise our impact we will focus on the vulnerable; women,
youth and children, with special focus on the rural areas. Our
development boundaries will include food security, education
and environment to ensure we address the most basic needs

at grassroots level. To understand the impact of our current

and future initiatives, we will implement a rigorous measuring
and evaluation strategy.

A true corporate giving culture will only be embedded if it is
practised at all levels of the organisation and the implementation of
an employee volunteer programme has been identified as a platform
for employees to partake in initiatives, and enhancing the support of
our projects.

Pioneer Foods recognises the importance of partnerships and
will endeavour to find suitable partners who share our passion
and vision to create sustainable and competitive communities in
South Africa.

Enterprise development

Our focus remained on providing support to businesses that operate
in the same value chain as the Group, with 90.86% (R11 878 850)
(2010: 93.4% (R11 506 089)) of our new support allocated to
projects with operations in primary agriculture. As the Group has
exceeded its 3% of NPAT enterprise development expenditure in
previous financial years, funds available to support new projects

were limited for the 2011 financial year. The Group focused on
maintaining and supporting existing enterprise development
projects and only supported those new projects that were approved
before the start of the financial year. In line with our strategy these
investments consisted mainly of loan support with grants being used
only to enhance the economic viability of new projects or to provide
existing projects with emergency support.

Although the Group’s operations are spread throughout the whole
of South Africa, the geographical footprint of our enterprise
development projects remains biased towards the Western Cape
with 52% (2010: 66.6%) of our spend going towards projects in
the province. The decision to focus on projects in the Western Cape
was previously made for practical reasons as these projects are
managed from the Group’s corporate office in Paarl. As the Group’s
expertise and experience with enterprise development projects
increase we will continuously focus on increasing our activities in
other provinces.

The remaining spend for the 2011 financial year was distributed as

follows:

Eastern Cape 0% (2010: 24.5%)
Gauteng 15%  (2010: 6.6%)
Northern Cape 33%  (2010: 2.3%)

Enterprise Development Spend

383% ————

Il Western Cape

I Gauteng

Northern Cape

It was a challenging year for many of the enterprise development
projects with the effects of climate change (i.e. changes in mean
temperatures and rainfall patterns) felt in the Northern Cape




(Orange River floods) and the Western Cape (below average yields
for dried fruit producers in the Great Karoo). The after-effects of
the global recession were also present with some of our projects
experiencing cash flow challenges. While the Group implements its
own sustainability strategy, we will also share relevant information
on sustainable agriculture with our enterprise development
beneficiaries.

The focus of enterprise development will remain on the development
of projects in primary agriculture, but these projects will in future

be supplemented by community-focused project spend, assisting
rural and urban entrepreneurs with projects that are in line with the
United Nation’s Millennium Development Goals of alleviating poverty
and hunger while conserving the environment, and the South
African government’s New Growth Path initiative, focusing on the
creation of self-reliant businesses especially for women and young
entrepreneurs.

Human rights

Pioneer Foods respects the human rights of its employees, suppliers
and everyone else it interacts with. We acknowledge that human
rights is a material issue for the Group. We are in the process of
developing a commonly understood, and agreed upon, formal policy
within the Group.

We are not aware of any human rights violations, child labour, forced
and compulsory labour or violations of the rights of indigenous
people during the period under review.

Ethics

The Group code of ethics governs how Pioneer Foods conducts its

business. During the year a new ethics management programme

and ethics compliance framework were designed. One of the board’s

primary responsibilities is to certify, among others, that the Group

(as a responsible and accountable corporate citizen):

— employs the necessary structures and processes to ensure that
the Group operates ethically and with integrity;

— considers the interest of the communities in which we operate;

— integrates governance section of this report; and

— complies with all applicable laws, regulations, rules, standards
and codes.
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The board is ultimately accountable for adherence to best practice
principles, the design and adoption of adequate policies and
procedures, inculcating the required culture to adhere to such
policies. They also fulfils an oversight role in the implementation of
this set of policies.

However, management bears the responsibility for the
implementation of the policies, strategy, business plans, etc. in an
ethical manner that coincides with the Pioneer Foods way of life.

After revisiting the Group’s code of ethics, a new ethics

management programme and ethics compliance framework have

been designed with the primary objective to align ethical business

practices to the following high-level strategic goals:

— Creating greater visibility and awareness around the importance
of ethics management across the Group

— Promoting and embedding a business culture that encourage and
support ethical conduct;

— Enabling and facilitating compliance with applicable laws,
regulations, rules, standards, codes and corporate policies

— Establishing a process to enhance the identification and
prioritisation of ethics related risks facing the Group

— Managing and monitoring the Group’s response to ethical
business conduct;

— Preventing and detecting wrongdoing

— Promoting dialogue and synergies among business leaders in
managing corporate governance risks

— Aligning and integrating compliance risks that are associated
with ethics, into other programs that address operational,
financial and strategic risks

— Assuring that the organisation is working on the right stuff, at the
right time and with the right resources
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Tip-offs Anonymous

At Pioneer Foods, we are of the view that fraud, corruption

and bribery undermine the Group’s integrity and have negative
consequences if undetected and unreported. We regard it as
invariably detrimental to the Group’s reputation and our licence
to operate.

Tip-offs Anonymous is internally promoted and advocated through
different mediums, with the aim of creating awareness among
stakeholders and ensuring visibility of the platform created to report
unethical behaviour, suspicious conduct, fraud, corruption, etc. with
full anonymity.

The Group’s code of ethics, which has been developed to help
mitigate this risk, stipulates that all employees should act with the
utmost integrity and honesty at all times. The Group has a zero
tolerance approach towards fraud, dishonesty and unethical conduct
(in conjunction with the Group’s disciplinary code). Non-compliance
with the code of ethics results in disciplinary action. Should the
breach be criminal, the Group could pursue prosecution of the
employee concerned.

The Group’s code of ethics places a responsibility on all employees
to report any form of breach and/or transgression. Tip-offs
Anonymous provides a 24/7 anonymous reporting service for
employees should they need to report a breach.

Tip-offs Anonymous: Contact details
— Toll-free no: 0800 00 59 09
— Landline: +27 31 571 5386
— Free fax: 0800 00 77 88
— Email: pioneerfoods@tip-offs.com
— Website: www.tip-offs.com
— Free post: PO Box 138
Umhlanga Rocks
4320, RSA

Tip-offs 2011
Total

I 1 October 2010 — 30 September 2011
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The table below provides a high-level overview of allegations received over the last four financial years.

Four year analysis of allegations received

| 2008/2009

| 2000/2010 | 2010/2011

| 2007/2008

42 33 37 159

Total allegations
Founded allegations S 7 7 L 37
Unfounded allegations

| 2008/2009

31 2% 30 122

Acquitted 3 0 1 4
 Dismissed 4 B H B H 12
* Final warning H 3 1 5 3
Resigned 0 e . 4
Verbal warning N 3 2 9
......... ) o 0 0 .

We are pleased with the steady decline in allegations over the four-
year period and note that, even though total allegations increased to
37 this year (33 last year). The total founded allegations for the year
remained unchanged at seven.

Complaints

Pioneer Foods endeavours to provide consistently high levels

of service to its customers. Pioneer Foods has a complaints
management guideline to which each division must adhere to. Many
of the divisions outsource complaints management to independent
contractors. However, it remains each division’s responsibility to
ensure that the Contractor complies with the guideline provided by
the Group.

When a complaint is received, the customer is immediately provided
with the contact details of the relevant division’s customer helpline
and the number of the National Consumer Commission. Once the
Office of the Consumer Goods and Services Ombud is established,
we will provide this information as well.

Al calls are properly recorded and information is gathered as

soon as a complaint is received. Every effort is made to resolve
complaints internally within 15 days. If there is a delay caused by
ongoing technical testing, the customer is informed of the delay and
the reasons for it.
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ENVIRONMENTAL SUSTAINABILITY ISSUES

Environmental management

Our main environmental objective is to minimise and manage our
environmental impact. We aim to minimise the impact our activities
have on the environment by embedding environmental principles
in all our business processes and partnering with other businesses
to learn and identify best practices. In the short to medium term
(one to three years) we intend to examine our value chain’s level

of exposure to environmental impact and thereafter define suitable
long-term adaptation plans.

Regulatory and non-regulatory requirements

Pioneer Foods’ decentralised operational model and the variety of
manufacturing processes conducted throughout the businesses
make it necessary to comply with different standards at various
levels. Therefore, we subscribe to HACCP, ISO 14001, ISO 18001,
OHS and other relevant standards.

Sasko introduced an integrated management system (IMS) during
the course of the current year. This system has been designed
around ISO 14001, 18000, 19000 and 22000 as well as OHS and
Food Safety standards and has been audited by an external auditor.
The implementation of part of the system began in August 2011 at
three pilot Sasko sites.

Prior to commencement of any new operations or upgrading of
existing facilities in the Group, studies are conducted to ascertain if
the proposed activities are listed in terms of National Environmental
Management Act (NEMA), Environmental Impact Assessment (EIA)
or any other related regulations. The process of investigation into
compliance of legacy systems is also ongoing and retrospective
ElIA’s are considered where applicable.

Energy consumption

There has been a consistent focus on energy management

throughout the Group — particularly in terms of monitoring electricity

usage and the implementation of energy saving measures. For

example, at Bokomo Foods the following measures are currently in

use at some or all of the sites:

— Green design measures in some of the buildings to ensure
optimal natural lighting; automatic boiler controls

— Power Star software for measurement and monitoring of energy
consumption

— Low energy consumption light bulbs as well as new technology
florescent lights

At the new Bokomo Clayville factory a number of green design

initiatives are in place including:

— 70mm thick insulation on the roof

— Serene green glass insulation on the western facing windows
(This will result in a 65% reduction in heat transfer)

— A heat recovery system from a compressor is used to reduce the
amount of electricity used by geysers to warm up water

— Drought resistant plants to minimise the use of water in
landscaping

We expect to see this continual trend of environmental awareness
and practice throughout all the divisions as energy conservation
continues being regarded not only as a manufacturing efficiency but
also a means to combat climate change.

Carbon footprint

For the first time this year, Pioneer Foods participated in the annual
Carbon Disclosure Project (CDP) and its water disclosure initiative.
Our submission was a qualitative one as this was taken as a
preliminary assessment for the Group that will be progressively
reviewed in more detail as the sustainability programme process
unfolds. Our involvement in the CDP afforded us an opportunity to
reflect on where we are as a business and to consider the risks
and opportunities for the Group going forward. We realise that a lot
more needs to be done and hope to include more meaningful data
in future.

Emissions, effluent and waste
management

As part of the sustainability roll-out project, energy and water
consumption, raw material consumption (as an efficiency
management indicator) and waste management have been
identified as key sustainability risks and opportunities that are
material to the business. These issues were recognised as being
critical to Pioneer Foods due to our position as a converter of

raw materials into consumables and have also received greater
attention in South Africa. To understand and manage performance
against these issues we need to collect quantitative data. Once the
measuring process has commenced, within 18 to 24 months an
accurate baseline can be determined and data will be available to
set targets for reduction initiatives.




Water scarcity and water quality

The risks related to water availability and quality already form

part of the risk management processes currently in place within
the Group. Most of our factories use municipal water, but in some
instances boreholes, piped river water, dams and ground water
are used. In terms of water management all the divisions monitor
their water usage and identification of reduction opportunities is a
priority. Quality checks are also conducted depending on the water
source and production method.

At some divisions, such as The Ceres Beverage Company and

the Agri-business, on-site water treatment systems are used to
treat water before or after use according to the different sources.
The reuse of treated effluent water on some plants for irrigation

on adjacent farms is an effective way of reducing the amount of
potable water used for irrigation on agricultural land. At Sasko a
water management forum was established to monitor and measure
consumption for production and non-production use.

Raw material consumption

Pioneer Foods is a large converter of agricultural produce. Therefore,
we need to ensure that the conversion of raw materials into
consumables is as efficient as possible. By reducing the amount of
raw material per product produced or by reducing the amount of
waste product, the business is able to become more efficient in its
use of raw materials.

Due to the diverse nature of the businesses and the various raw
materials used, it is not possible for Pioneer Foods to report on this
issue as a Group. Therefore, for the short term (1 to 2 years) the
various divisions will be monitoring and managing this efficiency at
individual sites level.

We are in the process of finalising our future plans and Key
Performance Indicators regarding this issue. We hope to have this
process finalised within the next year or so.

Use of other natural resources

In our quest to improve our understanding of the full impact of
our operations on the environment, we have embarked on various
environmental initiatives including:
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Table Mountain Fund (TMF) — Pioneer Foods has aligned itself
with TMF, a subsidiary of WWF-SA. TMF, together with CapeNature,
conducting biodiversity management interventions in the Boland.
The conservation work is done on private land which is party to

an agreement with CapeNature’s stewardship programme. The
vision is to ensure that privately owned areas with high-biodiversity
value receive secure conservation status and are linked with other
conservation areas in the landscape.

Atlantis Sand Fynbos — At our Tydstroom plant in Atlantis,
approximately 33 ha of critically endangered Atlantis Sand Fynbos
vegetation was discovered. A stewardship agreement with the City
of Cape Town was implemented which included the preservation
of the fynbos on the property and clearing of alien vegetation
which started in April 2011. The area has now been registered as
a conservation area and has been physically separated from the
operations by a fence.

Search and rescue — Pasta Factory expansion — Prior to the
current expansion of the Sasko Pasta factory site, a botanical survey
was conducted by an external party to assess the potential impact
of the proposed expansion on the vegetation as well as identify
mitigation measures.

Approximately 21% of the site (0.57 ha) was identified as having
Critically endangered Swartland Granite Renosterveld, a type

listed in the national list of Threatened Ecosystems. Generally this
vegetation type has largely been lost and is under severe threat. It
is rated as Critically Endangered according to the National Spatial
Biodiversity Assessment. This means that the vegetation has a high
conservation status. According to the assessment, if unattended,
there is a good chance that Renosterveld would disappear through
neglect. However, despite the Critically Endangered status of the
vegetation, the small remnant on the site cannot be effectively
conserved and will deteriorate due to neglect in the long term if the
property is left “as is”.

In order to mitigate against potential negative impacts of the
proposed development on the Renosterveld vegetation, a ‘search
and rescue’ of any species that could be successfully transplanted
was conducted. These species were then collected, held in a
suitable nursery, and re-introduced to suitable receptor sites that
were of the same vegetation type and habitat.
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Corporate governance

The Group’s Board acknowledges that the Company’s shareholders
are its true owners and that the Board and management’s role

are those of trustees for shareholders. The Group’s approach to
corporate governance is to balance the application of governance
principles with the creation of value to justify shareholders’
investments.

The Group’s belief is that a core part of good governance is the
manner in which decision-making powers and authority assigned
to the company’s governing bodies and structures, are exercised in
the management of the Group’s social, economic and environmental
interests while creating value for all its stakeholders.

Being the custodian and focal point of corporate governance, the
Group’s Board of directors are committed to collectively ensuring
that sound governance principles are fully integrated into all aspects
of the business.

The King Report on Corporate Governance (“King I11”)
The Group fully supports the recommendations and principles
embodied in King Ill. Therefore it has made a concerted effort to
ascertain its level of compliance thereto.

The process the Group embarked on during the financial year was
aimed at identifying the gaps and shortcomings that prevented it
from confirming full compliance to King lll after its inception. The
outcome of that process has since been converted into a formal
project where designated members of the Board and management
are responsible for each principle’s execution.

Therefore, the Board is pleased to report that considerable progress
has been made in this regard and upholds that the Group is
substantially applying the principles outlined in King lll. This includes
succeeding in the establishment of a more formalised IT governance
structure, whereas monitoring and reporting on IT governance is still
a standard item on both the Board and audit and risk committee’s
respective agendas.

The Companies Act, Act 71 of 2008 (hereafter referred
to as the “new Companies Act”)

The new Companies Act (as amended by the Companies
Amendment Act, Act 3 of 2011), came into effect on 1 May 2011.

During the financial year, the Group focus was on complying with
the provisions of the new Companies Act, which among others were:

— redrafting its memorandum and articles of association to be in a
position to present its memoranda of incorporation (MOI) at the
next annual general meeting (AGM) to be held in February 2012
for approval by the shareholders;

— increasing the number of directors at Pioneer Foods Holdings
Limited and Pioneer Foods (Proprietary) Limited, wholly owned
subsidiaries of the Group to comply with the provisions of the
new Companies Act which states that all public companies
should have no less than three directors; and

— taking the necessary special resolutions to comply with section
45 for intercompany loans and financial assistance.

Furthermore, the Group, as a listed entity maintains the precedent to
comply with the Listings Requirements of the JSE Limited. The latter
is in addition to its continual striving towards adherence with the
recommendations as per King lll, as reported on in this integrated
report.

The following issues in terms of various regulatory requirements still

needs attention and will be addressed in future:

— The members of the audit and risk committee will be appointed
at the next AGM as required in terms of section 94(2) of the new
Companies Act.

— The independence of the members of the audit and risk
committee needs due consideration.

— The Board as a collective was evaluated during the financial year
and individual assessment of the respective Board members and
its subcommittees in future is under consideration.

— Even though external assurance has been provided on the
Group’s financial statements and some elements of its non-
financial performance (e.g. the broad-based black economic
empowerment external verification audit), no external assurance
on the Group’s integrated report reflecting on its performance
during the financial year, has been conducted.

The focus areas for the next financial year can be summarised,

as follows:

— Continual review and evaluation of the mandates and execution
of deliverables, assigned to specific governing bodies and
structures.

— Reviewing the Group’s stakeholder lists and the associated
relationships.

— Enhancing the effectiveness and implementation of ethics
management across the Group.




— Ensuring completeness and efficacy regarding the Group’s two-
tier approach to risk management (i.e. the alignment between
top-down versus bottom-up), while taking cognisance of the
diverse operating model in which the business operates.

— Reviewing the Group’s existing risk management framework, to
ensure that applicable macro-risks are reflected adequately and
in a consistent manner.

— The Group will be considering the development of a combined
assurance model.

Business ethics

The Board undertakes the highest standards of ethical conduct,

integrity and value-based leadership. Given its mandate outlined in

the Board charter, one of its primary responsibilities is to ensure,

among others, that the Group (as a responsible and accountable

corporate citizen):

— employs the necessary structures and processes to ensure that
the Group operates ethically and with integrity;

— considers the interest of the communities in which the Group
operates;

— integrates governance, strategy, risk, performance and
sustainability; and

— complies with all applicable laws, regulations, rules, standards
and codes.

The Board is ultimately accountable for adherence with best
practice principles, the design and adoption of adequate policies
and procedures, inculcating the required culture to adhere to such
policies and subsequently also fulfil an oversight role over the
implementation of the same set of policies.

Management bears the responsibility for the implementation of
the policies, strategy, business plans and the like in an ethically
acceptable manner that coincides with the Pioneer Foods ‘way

of life’. After revisiting the Group’s code of ethics, a new ethics
management programme and an ethics compliance framework is
under consideration for the new financial year.

Compliance to applicable laws, regulations, rules,
standards and codes

The Group remains committed to ensuring compliance and are
continuously creating awareness about existing compliance
programmes that have been rolled out on the basis of impact and
relevance. This includes compliance-specific training interventions

implemented through various mediums (e.g. face-to-face,
classroom-based and on-line training initiatives), to a selected target
audience across the Group.

During the financial year, the Group also embarked on a process
aimed at developing a Group compliance framework and
compliance universe that consists of both regulatory and voluntary
standards and requirements. Going forward, the Group’s compliance
programmes will be based on the impact and probability of
applicable compliance standards and requirements.

One of the other pioneering initiatives initiated by one of the
business divisions is an integrated management system (IMS) which
focuses on food safety and quality, people safety and environmental
management. The project’s methodology has adopted a risk-based
and compliance approach.

The documented IMS model was audited and certified by an external
verification body during the financial year. This report confirmed that
the system went beyond the required Safety Health Quality Food
Safety scope and provides a good platform for conformance to the
relevant standards and legislative requirements. This initiative is
currently in the pilot stage and could potentially be replicated across
the Group upon successful completion.

The Group also undertook a concerted approach to complying with
the Consumer Protection Act of 2008. This included training and
education of all identified key staff, reviewing the entire Group’s
supply contracts, Genetically Modified Organisms labelling and
ensuring compliance of all promotional competitions.

The Group amended all its food product labels to comply with

the new Food Labelling Regulations of 2010, published under the
Foodstuffs Cosmetics and Disinfectants Act of 1972. This included
advocacy on behalf of the Group to secure an extension in the initial
period allowed for compliance.

Compliance and training on the Competition Act of 1998 continues,
including audits as to the effectiveness of the competition law
compliance programme.

The Group has been keeping the Protection of Personal Information
Bill of 2009 on the radar and has established a project team

to investigate the impact on the business and implementation
requirements.
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It has also considered all the proposed amendments to the South
African Employment Legislation and through advocacy provided a
Group response to the Minister of Labour.

Board of directors

The Board of directors remains responsible and accountable for
the Group’s:

— Strategic direction

— Management of risks

— Sustainability

— Influence and impact on stakeholder groups

It exercises overriding control over all its subsidiaries and in line
with its terms of reference, it remains being responsible for ensuring
that the necessary systems and processes are in place so that the
Group can achieve its objectives in a prolonged manner. The Board
also guides management in setting Group strategies and business
plans, while being mindful of the long and short-term effect the
same could have on the triple bottom line i.e. its stakeholders
(people), financial results (profits) and the environment (planet).

Composition and size

The Group Board consists of 12 members of which the majority are
non-executive members, including the chairperson. This meets the
requirements of the new Companies Act for the Board to comprise
of @ minimum of three directors and a maximum of 20 (as per the
memorandum and articles of association, that will now become

the MOI). This allows the Board to function optimally and to have
members for the statutory Board committees, being the Audit and
Risk Committee and the Social and Ethics Committee (to be formed).

The executive directors and Company Secretary are appointed by
the Board. The requirements for independence of directors have
altered significantly due to the new Companies Act and King Il.
Therefore, the Board is constantly considering the independence
of each non-executive director and a policy has been considered in
relation to this issue.

With the above in mind, the non-executive directors were selected
for specific terms, whereas their re-appointment is not automatic
but by way of vote. There is a balance of power and authority at
Board level to ensure that no one director has unfettered powers
of decision-making. All appointments to the Board are formal

and transparent and are considered as a matter for the Board as
a whole.

The powers of the Board are entrenched in the memorandum
and articles of association which will become the new MOI under
the new Companies Act. Full information on the profile of all our
directors is included at our Board overview on page 14.

Roles and responsibilities

The Board’s terms of reference regulates how Board members (i.e.
collectively and individually) discharge their duties, according to the
principles of good governance.

The following is a synopsis of what the Board’s charter includes,

among others:

— Roles and responsibilities of the Board

— Roles and responsibilities of the chairperson, individual Board
members and the managing director

— Roles and responsibilities of the company secretary

— Standards and procedures relevant to Board meetings

— Succession planning relevant to Board members and members of
the Group’s executive management committee

— The process and frequency relevant to reviewing the Board’s
terms of reference

— The disclosure of real or perceived conflicts

— The appointment and evaluation of the chief executive officer

— The appointment and evaluation of the company secretary

— Business rescue proceedings

— Procedures for Board evaluation

— Remuneration of directors and the process of approval when
presenting it to the shareholders at the annual general meeting

Directors have unrestricted access to company information, receive
briefings and have access to information related to changes in risks,
law and the environment and they may formally request to have
access to professional support. This supports them in discharging
their fiduciary duties to the Group in an effective and competent
manner.

The Board is at liberty to request the company secretary to have
access to professional or advisory support, to assist them in their
decision-making responsibilities. There is a formal induction
programme for new directors.

Meetings, agendas and structure

As per its memorandum and articles of association, the Board is
required to hold sufficient scheduled meetings to discharge its
duties, which is in principle subject to a minimum of four meetings
per annum.




During the financial year, the Board of directors met six times. At
these meetings, the Board reviewed and considered, inter alia,
strategy, operating and capital budgets, the Group’s sustainability
agenda, marketing plans, and expanding its operations into new
emerging markets. Other matters relating to the overall Group
objectives were also discussed — the latter, among other issues,
included effective control measures, risk management, compliance
and good corporate governance practices.

Meetings were scheduled in advance and in accordance with an
annual plan, to ensure that matters set out for consideration were
addressed at the relevant meetings.

The norm is that the meetings, in addition to those scheduled, are
held at the insistence of at least one quarter of the Board members
in attendance.

From time to time, members of senior management, assurance
providers and professional advisors are invited to attend meetings
but are not allowed to vote.

The company secretary

The company secretary has a number of tasks that include:

— Responsibility for ensuring that the proceedings of all
shareholders meetings, Board meetings and its subcommittee
meetings are properly recorded including circulating the minutes
in a timely manner.

— Assisting the Board on good corporate governance principles and
directors’ duties, responsibilities and powers — i.e. collectively
and individually.

— Responsibility for reporting to the Board any failure on the part
of the Group and/or a director, to comply with the MOI, any of the
rules of the Company or the requirements outlined in the new
Companies Act.

— QOverseeing the induction of new directors and responsibility for
ongoing briefings and training of directors and prescribed officers
regarding applicable laws and regulations.

— Coordinating the process of evaluating the Board and its
subcommittees.

All the directors serving on the Board have access to the company
secretary at all times, who ensures that the Board procedures
and applicable rules and regulations are fully observed and
implemented.

Corporate governance (continued)

Board evaluation

A Board effectiveness assessment is undertaken on an annual
basis and is guided by the nomination committee. The evaluation
is normally conducted by an independent assessor. The aim is to
identify shortcomings that could prevent the Board from executing
its mandate or aspects that could negatively influence the efficacy
of the Board.

During the financial year, the performance and functioning of the
Board was assessed collectively.

Delegation of authority

Even though the Board delegates authority on certain matters to
its subcommittees and management, it reserves the right to attend
to matters such as determining the Group’s long-term strategy
and that of monitoring executive management’s implementation of
approved plans and strategies.

The Board fulfils its duties in terms of a decision-making framework
which is reviewed from time to time, whereas the mandates

and functional responsibilities of the Board’s subcommittees are
described in the respective charters approved and endorsed by

the Board.

Board committees

The Board delegates some of its functional responsibilities to
subcommittees by means of clearly defined mandates. During the
financial year, these committees were:

— the audit and risk committee

— the human capital committee

— the nomination committee

Subcommittees are expected to report to the Board on their
respective directives and deliverables, on a continuous basis in
accordance with their annual work plans. Below is a summary of
content contained in the subcommittees’ charters.
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Mandates of the subcommittees of the Board

Human capital
committee

Audit and risk committee

Nomination committee

Dr MI Survé AH Sangqu JF Mouton
Chairman Independent non-executive Independent non-executive Non-executive
Non-executive directors, of which : Non-executive directors of which the

the majority is independent majority is independent Non-executive directors
Composition 4 4 3

Met three times during this Met four times during this Met two times during this
Frequency of meetings financial year financial year financial year
Board approved charter Yes Yes Yes

Primary responsibilities

— Maintain and approve human
resources policies;

— Enable and recommend
succession planning of
the managing director and
executive management;

— Monitor the implementation of
relevant labour legislation;

— Monitor and enable
transformation and
sustainability;

— Determine the remuneration
packages of directors and
executive management;

— Ensure that all remuneration
packages are fair and
responsible;

— Enable the Group to attract,
engage and retain talent to
drive performance;

— Ensure that directors’
remuneration is accurately,
completely and transparently
reported;

— Establish criteria to evaluate
the performance of executive
management and executive
directors;

— Evaluate and approve the
Group’s remuneration
philosophy, strategy and policy.

Appointment of external auditors
and overseeing the relevant annual
financial audit process;

Oversee integrated reporting and
ensuring the integrity of the report;
Review the annual financial
statements, interim reports,
preliminary or provisional result
announcements, summarised
integrated information, trading
statements and similar documents;
Review the disclosure of
sustainability issues in the
integrated report to ensure
reliability and accuracy;

Ensure that a combined assurance
model is applied to provide a
coordinated approach to all
assurance activities;

Review the expertise, resources
and experience of the company’s
finance function;

Oversee the internal audit function;
Oversee financial reporting risks,
internal financial controls, fraud
risks as it relates to financial
reporting as well as IT-related
risks;

Oversee the development, review
and implementation of a risk
management policy and plan;
Express the committee’s formal
opinion to the Board on the
effectiveness of the system and
process of risk management;
Ensures that risk management
procedures are adequate;

Ensures that appropriate standards
of reporting and compliance are
maintained; and

Ensure that the function operates
effectively and totally independent.

Ensure that the Board has
appropriate composition in
terms of structure, size, and
independence for it to execute its
duties effectively;

Identify and appoint suitable
members of the Board;

Oversee the development of a
formal induction programme for
new directors;

Ensure that formal succession
plans for the Board, managing
director and executive
management are developed and
implemented;

Consider the performance of
directors and take the necessary
steps to remove directors who
do not make an appropriate
contribution;

Make recommendations for the
reappointment of directors with
regard to retirements due to
rotation;

Oversee the development and
implementation of continuing
professional development
programme for directors;
Evaluate the performance of
the chairperson of the Board,
including the Board as a whole;
and

Consider proposals for the
appointment and removal of the
company secretary.




Mandates of the subcommittees of the Board (continued)

Invitees

Human capital
committee

' The managing director, finance

director, executive: human
resources or other members of
senior management, as may be
required, assurance providers,
professional advisors and Board
members may be in attendance
at committee meetings, but by
invitation only; and they may
not vote.

Corporate governance (continued)

Audit and risk committee

' Meetings are attended as invitees by

the managing director, the financial
director, the lead external auditing
team, Group internal audit, Group
risk management and compliance
as well as the relevant members of
management.

Nomination committee

' The managing director, members

of senior management as well as
assurance providers may attend the
meetings, but as invitees only.

Access

The committee has reasonable
access to the Group’s records,
facilities and any other resources
necessary to fulfil its role

and discharge its duties and
responsibilities.

— The committee has reasonable

access to the Group’s records,
facilities and any other resources
necessary to discharge its duties
and responsibilities

— All auditors have unlimited access

to the audit and risk committee
members, thereby ensuring
independence is not compromised
in any way

— Afixed agenda item is a closed

session discussion without
management being in attendance.

The committee has reasonable
access to the Group’s records,
facilities and any other resources
necessary to discharge its duties
and responsibilities.
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Social and ethics committee Group’s social and ethics committee had already been approved by
As per the new Companies Act, it is a statutory requirement the Board, whereas the membership and composition had not yet
to establish a social and ethics committee, functioning as a been finalised.

subcommittee of the Board.
Meeting attendance during the financial year

Therefore, the Board is in the process of establishing its social and The table below depicts a snapshot of the attendance of the
ethics committee as per the applicable legislative requirements. members serving on the Board of directors and its subcommittees,
At the time of finalising this report, the terms and reference of the during the financial year.

Directors’ |  Directors’ |
meetings meetings i Auditandrisk : Humancapital ;: Nomination

i (scheduled)  (unscheduled) : committee | committee | committee
Board of directors 5 4 3 :

ZL Combi (Chairman) 5 1 3 2

Dr MI Survé (Vice-chairman) 5 1 3

MM du Toit 5 1 3

GD Eksteen 5 1 3 2

AE Jacobs 5 1 4

ASM Karaan 5 1 3

NS Mijoli-Mncube 4 1 4

JF Mouton 5 1 2

AH Sangqu 5 1 4

WA Hanekom

(Managing director) 5 1

LR Cronjé 5 1

TA Carstens 5 1

Dates of scheduled meetings 14/10/2010 21/07/2011 24/11/2010 11/11/2010 12/10/2010
25/11/2010 02/08/2011*** 16/03/2011 17/02/2011 24/03/2011**
17/02/2011 19/05/2011 19/05/2011 04/08/2011
19/05/2011 03/08/2011 20/09/2011*
04/08/2011

*  The human capital committee meeting scheduled for 20 September 2011 was postponed until October 2011.

**The nomination committee meeting scheduled for 24 March 2011, did not take place.

*** The unscheduled board meeting held on 21 July 2011 was not adjourned on that day and was postponed to 2 August 2011
for completion.




Insider trading

Closed periods for trading in the Group’s shares are being
maintained to prevent insider trading. The norm relevant to
closed periods apply at least every six months from 15 March
or 15 September of each financial year respectively and until
publication of the interim or annual financial results on SENS.

All directors, members of executive management and other
affected employees are consequently prohibited from trading in
Pioneer Foods’ shares (i.e. directly or indirectly) in any other price
sensitive period.

The Group regularly reviews its insider trading policy and updates
the content where necessary.

Going concern

The Board is of the view that, after considering and scrutinising
factual and substantiated information including assumptions, the
business will continue as a going concern in the new financial year.
The Board, under the auspices and recommendations of the Group’s
audit and risk committee, considered this aspect at both the interim
reporting stage and at the end of September 2011. Reference

is made to the statement in this regard, as per the report of
chairperson of the audit and risk committee. The latter is contained
in this integrated report as part of the financial statements.

Risk management

To enable the Group to be a leading food and beverage company
through globally trusted brands, it is a business imperative to
entrench an integrated risk management culture within the Group.

This is achieved by undertaking a structured and comprehensive
approach to the effective management of risks — i.e. at both
divisional and operational level — and by aligning strategy,
processes, people, technology and knowledge for the purpose of
evaluating and managing the uncertainties in creating value. This
ensures that the Group’s holistic response to risks remains current
and dynamic.

The Board has considered and approved an enterprise risk
management policy, on recommendation of the audit and risk
committee, which is currently under review. The Group has also
recently embarked on a process review in the identification of risks.

Detail about the Group’s approach and methodology is set out on
page 48 in the sustainability report.

Corporate governance (continued)

In addition, the Group developed a standardised risk management

framework over the past few years, which aims to create a platform

to attain the following objectives:

— to identify, manage and control potential risks and/or
uncertainties that the Group might be exposed to;

— to minimise potential loss; and

— to protect the Group’s stakeholders’ interests.

Even though the Group’s risk management framework has been
customised at divisional and operational level, its core purpose is to
assist the Group from a reporting and monitoring perspective, whilst
enhancing efficacy.

Internal audit fulfils the role of reviewing and assessing the
effectiveness of internal controls and evaluating the adequacy of
the risk management processes implemented. Therefore, the risk
management framework also influences the Group’s annual internal
audit plan.

Accountability towards risk management

Even though the Board of directors, through the audit and risk
committee, is ultimately accountable and responsible for the risk
management process implemented within the Group, the day-to-day
managing of risks rest with the senior and line management of each
division and business unit within the Group.

Senior management approves procedures and controls that give
effect to the Group’s enterprise risk management policy, and line
management at all levels enforce these controls to enable the
Group to identify, assess, manage and treat risks proactively and
appropriately.

Combined assurance

The Group is considering the development and implementation of a
combined assurance model, which aims to optimise the assurance
coverage obtained from management, and internal and external
assurance providers on the risks affecting the Group.

Challenges of a material nature

Even though the Group acknowledges the diverse range of risks
that it is exposed to, the key challenge is converting these risks
into opportunities that create value for all stakeholders and, in
essence, creating an appropriate balance between performance
and compliance.
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The challenges that the Group has been experiencing during the
financial year enabled it to revisit and update its risk management
framework per division. The Board is pleased to report that risk
management is now more formalised and standardised across the
Group irrespective of the diversity among the business divisions and
the complexity of its operating model.

Business continuity and disaster management

Business continuity is a core element of the Group’s sustainability
agenda. Therefore, management has partnered with the Group’s
external auditors to develop business continuity capability plans for
each division within the Group.

As a result, crisis management simulation exercises were
conducted at all the divisions. Crisis management teams have also
been established who will in turn be able to make strategic and/
or operational decisions as and when necessary, to ensure that
recovery priorities are put into action.

Group internal audit

The Group’s internal audit department is an independent appraisal
and assurance function which fulfils a core role within the Group’s
governance structures. It aims to provide autonomous and objective
assurance to the Group, and rendering consulting services that are
designed to add value and improve the Group’s operations.

To ensure its independence, the Group internal audit functionally
reports to the managing director, whereas administratively it reports
to the financial director. The head of the department has, in addition,
regular and unrestricted access to the chairperson of the audit and
risk committee and attends all audit and risk committee meetings
as a standard invitee.

The role and responsibilities of the Group internal audit are
contained in its terms of reference, as approved by the audit and
risk committee.

Group internal audit’s mandate can be summarised as follows:

— Review systems and operations to assess the extent to which
the Group’s objectives are achieved, including the adequacy of
controls over activities leading to such achievement.

— Evaluate the relevance, reliability and integrity of management
and financial information.

— Appraise the utilisation of resources with regards to economy,
efficiency and effectiveness.

Assess the means of safeguarding resources and at the same

time, verifying its existence.

Ascertain the degree of compliance with established Group

policies, standards, procedures, instructions and applicable laws

and regulations.

— Evaluate and recommend improvements in procedures and
systems to prevent waste, extravagance and fraud.

— Advise on appropriate systems of controls and other accounting
and operational matters.

— Draw attention to any failure and recommend remedial/corrective
actions.

— Perform ad hoc investigations, inspections, appraisals,

examinations or reviews as requested by management and/or

the audit and risk committee.

Findings and recommendations of all internal audit processes are
reported to management and the audit and risk committee.

The assurance services required for specialised information
technology and the SAP ERP system environment has been
outsourced to the Group’s external auditors, i.e. other than the
division that has been appointed to fulfil the external auditing
function as per the Listing Requirements of the JSE Limited and
the new Companies Act.

The Group internal audit liaises on a continuous basis with the
Company’s external auditors to create synergies and, in particular,
to prevent duplication of auditing and/or assurance services.

Remuneration

Remuneration strategies aim to attract, motivate and retain
competent and committed managers who provide strategic direction
and drive sustainable shareholder value. Therefore, it seeks to
reward employees at market-related levels according to their
contribution to the Group’s operating and financial performance. This
covers basic pay and short and long-term incentives which include
share incentives — a critical element of executive incentive pay.

Pioneer Foods usually structures packages on a total cost-to-
company basis which incorporates base pay, car allowance, medical
and retirement benefits. Remuneration packages are reviewed
annually according to a formal system that includes job evaluation,
performance assessment and market comparisons.




Remuneration policy
The Group remuneration philosophy, strategy and policy have been
approved by the human capital committee of the Board.

The Group remuneration philosophy is anchored in the World at
Work total rewards approach. This comprises a combination of
career growth opportunities and recognition, culture and values,
compensation, benefits and work environment.

The remuneration strategy’s main aim is to enable the Group to
develop, motivate, maintain and retain an internal human capital
pipeline; and when necessary, attract the requisite skills from the
labour market to enable the business’ growth strategy.

The remuneration policy codifies the remuneration principles,
processes, practices and procedures to give effect to the Group’s
remuneration philosophy and strategy.

The pay mix may comprise a combination of guaranteed pay (total
cost to company) and variable pay (short-term incentives and long-
term incentives). This will depend on the level of seniority in the
organisational hierarchy.

Guaranteed pay
Guaranteed pay is generally referenced to the job family market
median.

Short-term incentive

The short-term incentive is essentially a performance bonus that is
designed to incentivise management to drive business performance
and increase shareholder value.

Annual performance bonuses are based on a combination of
performance achieved for profit growth and return on average net
assets. Depending on seniority, this amount is limited to an amount
that varies between 8.33% and 75% of a year’s remuneration
package.

An additional incentive, limited to one month’s remuneration
package, is payable to executive management, general managers
and senior functional managers based on the formula approved by
the human capital committee, if predetermined broad-based black
economic empowerment goals are achieved.

Corporate governance (continued)

Long-term incentive

The purpose of the long-term incentive scheme is to align
management and shareholder interests, and to enable attraction and
retention of key managers over the long term (at least five years).

A proportion of the shares vest to employees annually to ensure that
the long-term incentive keeps employees productively engaged for
the duration of this period.

The human capital committee determines the share allocation to
qualifying managers annually for the share appreciation rights
scheme. The number of share appreciation rights allocated is based
on the multiple of the total remuneration package per year that
varies from half a year’s package to up to three years’ package. The
total value of share appreciation rights allocated takes into account
the value of share options and share appreciation rights allocated in
any past five years.

The last allocation under this scheme was made in February 2011
at R49.96. Share options and share appreciation rights that have
been accepted may be traded at 20% per annum within a maximum
period of 10 years.

The total number of ordinary shares that may be transferred to
employees under the share appreciation rights scheme is limited
to 14.5 million shares and represented approximately 7.5% of the
issued ordinary shares at the date of approval of the scheme by
shareholders.
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Directors’ responsibility

In accordance with the requirements of the Companies Act, Act 61 of 1973, and the Companies Act, Act 71 of 2008, the directors are responsible
for the preparation of the annual financial statements and Group annual financial statements which conform with International Financial
Reporting Standards (“IFRS”) and which fairly present the state of affairs of Pioneer Food Group Limited and its subsidiaries at the end of the
financial year and the financial performance and cash flows for that period. The directors are also responsible for the other information included
in the annual report and for both its accuracy and its consistency with the financial statements.

It is the responsibility of the independent external auditors to report on the fair presentation of the financial statements.

The directors are ultimately responsible for the internal control processes. Management enables the directors to meet their responsibilities in
this regard. Standards and systems of internal control are designed and implemented by management to provide reasonable assurance as to
the integrity and reliability of financial records and of the financial statements and to adequately safeguard, verify and maintain accountability
for the Group’s assets. Appropriate accounting policies, supported by reasonable and prudent judgements and estimates, are applied on
a consistent and going concern basis. Systems and controls include the proper delegation of responsibilities, effective accounting procedures
and adequate segregation of duties.

Based on the information and explanations given by management and the internal auditors, the directors are of the opinion that the accounting
controls are adequate and that the financial records may be relied on for preparing the financial statements and maintaining accountability for
the Group’s assets and liabilities. Nothing has come to the attention of the directors to indicate that any breakdown in the functioning of these
controls, resulting in material loss to the Group, has occurred during the year and up to the date of this report. The directors have a reasonable
expectation that the Group and its subsidiaries have adequate resources to continue in operational existence for the foreseeable future and
continue to adopt the going concern basis in preparing the financial statements.

The annual financial statements which appear on pages 84 to 191 were approved by the board of directors on 24 November 2011 and are
signed on behalf of the board by:

Iy A

ZL Combi WA Hanekom
Chairman Managing Director

Notice in terms of section 29 of the Companies Act, Act 71 of 2008,
(“the Act”)

These annual financial statements have been audited in compliance with the Act. These annual financial statements have been prepared under
the supervision of LR Cronjé, CA(SA), group financial director.

Secretarial certification

In accordance with section 268G(d) of the Companies Act, Act 61 of 1973 and section 88 of the Companies Act, Act 71 of 2008, where applicable;
for the year ended 30 September 2011, it is hereby certified that the Company and its subsidiaries have lodged with the Registrar of Companies
all such returns that are required of a public company in terms of both these Acts and that such returns are true, correct and up to date.

ol

J Jacobs
Company Secretary
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Report of the audit and risk committee

The audit and risk committee (“the committee”) has pleasure in submitting this report, as required by section 94 of the new Companies Act,
Act 71 of 2008 (hereafter referred to as “the new Companies Act”).

The committee is a statutory committee appointed by the board of directors, in terms of section 269A of the Companies Act, Act 61 of 1973, and
whose duties were delegated to it by the board during the financial year under review.

The committee acknowledges its responsibilities assigned by the board as well as its mandated task, to entrench the Group’s enterprise risk
management approach and corporate governance processes and procedures across the Group. The introduction of the King Code of Governance
Principles for South Africa 2009 (“King IlI"), which became effective on 1 March 2010, signalled a new dimension with regard to the functional
responsibility of the Group’s audit and risk committee. This report includes both these sets of duties and responsibilities.

The committee’s charter has been revised and the revisions were approved by the board to ensure alignment with King Ill. As per the King IlI
gap analysis that was conducted during the previous financial year, the committee took the necessary steps to ensure that its mandate and
functional responsibilities were aligned with the recommendations outlined in King Il and those recorded in the Companies Act, Act 61 of 1973.
The committee is pleased to report that the Group has made good progress in this regard. In respect of the committee’s composition, three of
the four members were independent during the year under review.

The charter is referred to in further detail on page 70 and is also available on request.

Audit and risk committee charter

The terms of reference that governs the mandate and functional responsibilities of the committee, has been revised and is compliant with the
recommendations as per King lll. This document is up for review on an annual basis.

The committee’s roles and responsibilities include the statutory duties as required by the relevant provisions of the Companies Act, Act 61 of
1973 as well as the new Companies Act. Further responsibilities were also assigned to the committee by the board of directors and executed
accordingly.

In addition, the committee also developed an annual work plan. The intent is to ensure completeness in respect of executing the committee’s
responsibilities within a given period of time. The latter is, however, not excluding pertinent issues that are being tabled by the committee and/or
management during the course of a particular reporting period, nor those matters that are being addressed by the business on an ongoing basis.

Members of the audit and risk committee and attendance at meetings

The committee consists of the non-executive directors listed in the table hereunder and meets at least four times per annum, as prescribed in
the committee’s charter.

As part of the financial year under review was governed by the Companies Act, Act 61 of 1973, committee members will, going forward, be
appointed at the next annual general meeting in terms of section 94(2) of the new Companies Act that came into effect on 1 May 2011.

During the year under review, four meetings were held:

Number of
Name of member meetings attended 24-Nov-10 16-Mar-11 19-May-11 03-Aug-11
AH Sangqu (Chairman) 4 Present Present Present Present
N Mjoli-Mncube 4 Present Present Present Present
ASM Karaan 3 Present Apology Present Present
AE Jacobs* 4 Present Present Present Present

* AE Jacobs (reappointed on 18 October 2010)

All members were required to act independently, as described in the Companies Act, Act 61 of 1973.

The internal and external auditors, in their capacity as assurance providers to the Group, also attended and reported to all meetings of the
committee. The managing director, financial director, the head of group internal audit and the head of group risk and compliance are permanent
invitees. In addition, executive directors and relevant senior managers have also attended meetings on invitation.

Only the official members of the committee were, however, allowed to exercise their respective voting rights and partake in decision-making
exercises as prescribed in the charter.
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Report of the audit and risk committee (continued)

Roles and responsibilities of the audit and risk committee

Moreover, the committee has discharged the functions outlined in its charter and ascribed to it in terms of the new Companies Act as follows:

e Reviewing the interim, preliminary and abridged results as well as the year-end financial statements, culminating in a recommendation to
the board for approval. In the course of its review, the committee:

— took the necessary steps to ensure that the financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS) and the requirements of the Companies Act;

— considered and, when appropriate, made recommendations on internal financial controls;

— ensured that a process is in place to be informed of any reportable irregularities (as per the Auditing Professions Act, 2005) identified
and reported by the external auditor; and

— received and dealt appropriately with any concerns or complaints, whether from within or outside the company, or on its own initiative,
relating to the accounting practices and internal audit of the Group, the content of the financial statements, the internal financial
controls of the company or any related matter. During the financial year under review, no such material concerns or complaints
were raised.

e Reviewed the external audit reports on the Group’s annual financial statements.

e Nominated and verified the independence of the external auditors, PricewaterhouseCoopers Inc. as the auditors for the year under review,
noting that Mr Hugo Zeelie (accredited as such on the JSE List of Auditors and registered in accordance with the Auditing Professions Act,
2005) was appointed as the designated auditor until 18 February 2011. Mr Richard Jacobs (also accredited on the JSE List of Auditors and
registered in accordance with the Auditing Professions Act, 2005) has been appointed as lead auditor as from 19 February 2011, given the
five-year rotation principle applied by PricewaterhouseCoopers Inc.

e Determined and approved the audit fees and the terms of engagement of the external auditors.

Determined, subject to the provisions of the new Companies Act, the nature and extent of allowable non-audit services and approved the

contract terms for the provision of non-audit services rendered by the external auditors.

Pre-approved any proposed agreement with the external auditors for the provision for non-audit services to the Group.

Confirmed and approved the internal audit charter and annual internal audit year plan.

Ensured that risk management procedures are adequate and appropriate.

Reviewed the internal audit and risk management reports, and where relevant, made recommendations to the board concerning the

Group’s accounting policies, financial control, records and reporting.

Evaluated the effectiveness of risk management, controls and the governance processes.

e Qversee the integrated reporting process. The committee has, at its meeting held on 23 November 2011, recommended the integrated
report for approval by the board of directors.

e The committee considered the Group’s information pertaining to its non-financial performance as disclosed in the integrated report
and has assessed its consistency with operational and other information known to committee members, and for consistency with the
annual financial statements. The committee is satisfied that the sustainability information presented, is reliable and consistent with the
financial results.

Internal audit
The committee fulfils an oversight role in respect of the Group’s system of internal financial control.

The committee is also responsible for ensuring that the Group’s internal audit function remains independent and has the necessary resources,
standing and authority within the organisation to enable it to discharge its duties.

Furthermore, the committee oversees the cooperation between the internal and external auditors as assurance providers, as well as serving as
a link between the board of directors and these respective functions.

Confidential meetings

All committee agendas provide for confidential meetings between the committee members, the internal and external auditors and invitees
allowed to attend meetings.

Independence of external auditors

During the year under review, the committee reviewed a representation by the external auditors and after conducting its own review, confirmed
the independence of the auditors.

Expertise and experience of financial director and financial function

As required by JSE Listings Requirement 3.84(h), as well as the recommended practice as per King Ill, the committee has satisfied itself that
the financial director has the appropriate expertise and experience.

In addition, the committee also considered and has satisfied itself of the appropriateness of the expertise and adequacy of resources of the
finance function and experience of the senior members of management responsible for the financial function.

Integrated Report 2011 81 Pioneer Foods



Report of the audit and risk committee (continued)

Going concern

The committee has reviewed a documented assessment, including key assumptions, as prepared by management of the going concern status of
the Group and has made recommendations to the board in accordance. The board’s statement regarding the going concern status of the Group,
as supported by the committee, is included in the directors’ responsibility report on page 79.

Combined assurance

The Group attains assurance from external and internal auditors regarding internal financial controls. A more comprehensive combined
assurance model will be developed in due course.

Internal financial controls

The committee has overseen a process by which internal audit performed a written assessment of the effectiveness of the Group’s system of
internal control and risk management, including internal financial controls. This written assessment by internal audit formed the basis for the
committee’s recommendation in this regard to the board, in order for the board to report thereon. The board’s report on the effectiveness of the
system of internal controls is included under the directors’ responsibility report on page 79. The committee supports the opinion of the board
in this regard.

AH Sangqu
Chairman: audit and risk committee
Paarl, 24 November 2011

Integrated Report 2011 82  rioneer Foods



Independent auditor’s report to the
shareholders of Pioneer Food Group Limited

We have audited the consolidated annual financial statements and annual financial statements of Pioneer Food Group Limited, which comprise
the consolidated and separate statements of financial position as at 30 September 2011, and the consolidated and separate statements of
comprehensive income, changes in equity and cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information, and the directors’ report, as set out on pages 84 to 191.

Directors’ Responsibility for the Financial Statements

The Company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards and the requirements of the Companies Act of South Africa, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatements, whether due to fraud
Or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’'s judgement, including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

Opinion
In our opinion, the financial statements present fairly, in all material respects, the consolidated and separate financial position of Pioneer Food
Group Limited as at 30 September 2011, and its consolidated and separate financial performance and its consolidated and separate cash

flows for the year then ended in accordance with International Financial Reporting Standards and the requirements of the Companies Act of
South Africa.

Pl M

PricewaterhouseCoopers Inc.
Director: R Jacobs

Registered Auditor

Paarl, 24 November 2011
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Directors’ report
for the year ended 30 September 2011

Principal activities and business review

Pioneer Food Group Limited and its subsidiaries are involved in the manufacturing of food, beverages and related products for human and
animal consumption. The various segments are highlighted in the operational review on pages 28 to 43.

Financial results

The annual financial statements on pages 84 to 191 set out fully the financial position, results of operations and the cash flows for the year
ended 30 September 2011. Further information is provided in the financial review on pages 24 to 27.

Share capital

The authorised share capital consists of 400,000,000 (2010: 400,000,000) ordinary shares of 10 cents each and 18,130,000 (2010: 18,130,000)
class A ordinary shares of 10 cents each. At year-end 201,236,929 (2010: 201,191,970) ordinary shares and 9,294,530 (2010: 10,408,650)
class A ordinary shares are in issue.

The movement in issued share capital is disclosed in note 22 to the annual financial statements. During the year the Company issued 44,959
(2010: 8,072) listed ordinary shares of 10 cents each at an average of R58.06 (2010: R42.58) per share.

There was no movement (2010: Nil) in the treasury shares held by a subsidiary. This subsidiary held 17,982,056 (2010: 17,982,056) ordinary
shares at year-end.

The number of ordinary shares held by the share incentive trust at year-end is 3,881,401 (2010: 5,111,905). A net number of 1,230,504
(2010: 1,646,200) ordinary shares were sold by the share incentive trust for R18,660,810 (2010: R18,061,454). No ordinary shares were issued
to the trust (2010: Nil).

The Company bought back and cancelled 1,114,120 (2010: 988,540) class A ordinary shares during the year at a premium of R27.50
(2010: R11.24) per share.

Borrowings

The following Group companies entered into new borrowing agreements: Ceres Fruit Juices (Pty) Limited (R120,000,000),
Bokomo Foods (UK) Limited (R14,678,738) and the Group’s share of the new borrowings obtained by Bokomo Namibia (Pty) Limited is
R14,374,980. These additional borrowings were obtained to fund expansions at these legal entities.

For further detail of the borrowings obtained refer to notes 25 and 48 to the annual financial statements. For the carrying amounts of property,
plant and equipment, inventories, biological assets and trade and other receivables encumbered refer to notes 12, 18 and 20 to the annual
financial statements respectively.

Dividends

A final dividend of 40 cents (2010: Nil cents) per ordinary share was declared. This is in addition to the interim dividend of 40 cents
(2010: Nil cents) per ordinary share.

The interim dividend for the year amounted to R80,487,571 and the final dividend for the year will be approximately R80,494,772. The exact
amount will be dependent on the number of shares in issue at the record date.

The dividend is payable on 6 February 2012 to shareholders recorded as such in the share register of the Company on 3 February 2012
(the record date). The last date of trading cum dividend will be 27 January 2012.

Subsidiaries and joint ventures

The detail on interest in subsidiaries and loans to joint ventures are presented in note 49 to the annual financial statements. The interest of the
holding company in the profits and losses of subsidiaries and joint ventures, after income tax expense and profit attributable to non-controlling
interest, is as follows:

2011 2010
R’000 R’000
Subsidiaries
Profits 741 349 225843
Losses (40 298) (27 031)
Joint ventures
Profits 36 272 39 059
Losses (2 296) (174)
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Directors’ report
for the year ended 30 September 2011 (continued)

Directors
The directors of the holding company, Pioneer Food Group Limited, are responsible for the activities and reports related to the Group. Full details
of the directors appear on pages 14 to 15.

Special resolutions passed
No special resolutions with a material impact on the Group were passed by Pioneer Food Group Limited or any of the Group subsidiaries.

Litigation statement

Refer to note 32 (contingent liabilities) to the annual financial statements for detail on the status of the disputes with the egg contract growers
and with the broiler and breeder farms. No other litigation matters with potential material consequences exist at the reporting date.

Events after the reporting period
Other than the matters raised in note 46 to the annual financial statements, no other events occurred after the reporting date that may have
a material effect on the Group.

Auditors
PricewaterhouseCoopers Inc. will continue in office in accordance with section 90(6) of the Companies Act, Act 71 of 2008.
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Accounting policy
for the year ended 30 September 2011

1.1

Basis of preparation
The principle accounting policies applied in the preparation of these consolidated annual financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

The consolidated annual financial statements of the Group have been prepared in accordance with, and comply with, International
Financial Reporting Standards (“IFRS”) and International Reporting Interpretations Committee (“IFRIC”) interpretations issued and
effective at the time of preparing these financial statements. The consolidated annual financial statements are prepared on the historic
cost convention, as modified by the revaluation of biological assets, available-for-sale financial assets and financial assets and liabilities
(including derivative instruments) at fair value through profit or loss.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated annual financial statements
are disclosed in note 2 to the consolidated annual financial statements.

New and amended accounting standards and interpretations effective in 2011
The following standards, amendments and interpretations, none of which had a material impact on the operations of the Group, became
effective for the current reporting period beginning on 1 October 2010:

Amendment to IFRS 1 - First-time Adoption of International Financial Reporting Standards

The amendment addresses the retrospective application of IFRSs to particular situations and aims to ensure that entities applying
IFRSs will not face undue cost or effort in the transition process. The amendment exempts entities using the full cost method from
retrospective application of IFRSs for oil and gas assets and it also exempts entities with existing leasing contracts from reassessing the
classification of those contracts in accordance with IFRIC 4 when the application of their national accounting requirements produced
the same results.

The amendment relieves first-time adopters of IFRSs from providing the additional disclosures introduced through amendments to
IFRS 7 in March 2009.

Amendment to IFRS 2 — Share-based payment
The amendments relate to group cash-settled share-based payment transactions. It seeks to clarify the definition of the term “group”
and where in a group share-based payments must be accounted for.

Amendment to IAS 32 — Classification of Rights Issues
The amendment addresses the accounting for rights issues (including rights, options or warrants) that are denominated in a currency
other than the functional currency of the issuer.

Improvements to IFRSs 2009

This is a collection of amendments to IFRSs. These amendments are the result of conclusions the International Accounting Standards
Board (“IASB”) reached on proposals made in its annual improvements project for 2009. The annual improvements project provides
a vehicle for making non-urgent, but necessary amendments to IFRSs. Certain amendments resulted in consequential amendments to
other IFRSs.

Improvements to IFRSs 2010

This is a collection of amendments to IFRSs. These amendments are the result of conclusions the IASB reached on proposals made in
its annual improvements project for 2010. The annual improvements project provides a vehicle for making non-urgent, but necessary
amendments to IFRSs. Certain amendments resulted in consequential amendments to other IFRSs.

Some of the amendments to IFRSs that resulted from the 2010 annual improvements project of the IASB became effective for the Group
from 1 October 2010.

IFRIC 19 — Extinguishing Financial Liabilities with Equity Instruments

IFRIC 19 considers that equity instruments issued to settle a liability (referred to as a “debt for equity swap”) represent ‘consideration
paid’ and therefore requires a gain or loss to be recognised in profit or loss. The amount of the gain or loss recognised in profit or loss
is determined as the difference between the carrying value of the financial liability and the fair value of the equity instruments issued.
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Accounting policy
for the year ended 30 September 2011 (continued)

Basis of preparation (continued)

New and amended accounting standards and interpretations that are not yet effective and have not been early
adopted by the Group

The following standards, amendments and interpretations are not yet effective and have not been early adopted by the Group (the
effective dates stated below refer to periods beginning on or after the stated dates):

Amendments to IFRS 1 — First-time Adoption of International Financial Reporting Standards (effective 1 July 2011)

The amendment creates an additional exemption. An entity subject to severe hyperinflation can elect to measure certain assets and
liabilities at fair value; and to use the fair value as the deemed cost in the opening IFRS statement of financial position if it resumes
presenting or presents for the first-time financial statements in accordance with IFRS.

The amendment removes the fixed date of 1 January 2004 relating to the retrospective application of the derecognition requirements of
IAS 39 - Financial Instruments: Recognition and Measurement, and provides relief for first-time adopters from calculating day one gains
on transactions that occurred before the date of adoption.

Amendment to IFRS 7 — Financial Instruments: Disclosures (effective 1 July 2011)

Amendments require additional disclosure on transfer transactions of financial assets, including the possible effects of any residual
risks that the transferring entity retains. The amendments also require additional disclosures if a disproportionate amount of transfer
transactions are undertaken around the end of a reporting period.

IFRS 9 - Financial Instruments (effective 1 January 2013)
This is a new standard that represents the first part of a three-part project to ultimately replace IAS 39 — Financial Instruments:
Recognition and Measurement.

The standard replaces the multiple classification and measurement models for financial assets under IAS 39 with a single model that
has only two classification categories: amortised cost and fair value. Classification under IFRS 9 is driven by the entity’s business model
for managing the financial assets and the contractual characteristics of the financial assets.

The new standard also removes the requirement to separate embedded derivatives from financial asset hosts. It requires a hybrid
contract to be classified in its entirety at either amortised cost or fair value.

The requirements in IAS 39 regarding the classification and measurement of financial liabilities have been retained, including related
application and implementation guidance.

IFRS 10 - Consolidated Financial Statements (effective 1 January 2013)

IFRS 10 replaces all of the guidance on control and consolidation in SIC 12 — Consolidation — Special Purpose Entities and 1AS 27 —
Consolidated and Separate Financial Statements. IAS 27 is renamed “Separate Financial Statements” and it continues to be a standard
dealing solely with separate financial statements.

IFRS 10 changes the definition of control so that the same criteria are applied to all entities to determine control. It also provides
additional guidance to assist in the determination of control where this is difficult to assess.

IFRS 11 - Joint arrangements (effective 1 January 2013)

This new standard deals with the accounting for joint arrangements. Changes in the definitions have reduced the “types” of joint
arrangements to two: joint operations and joint ventures. The existing policy choice of proportionate consolidation for jointly controlled
entities has been eliminated. Equity accounting is mandatory for participants in joint ventures.

IFRS 12 - Disclosure of interest in other entities (effective 1 January 2013)
This standard includes the disclosure requirements for all forms of interests in other entities, including joint arrangements, associates,
special purpose vehicles and other off statement of financial position vehicles.

IFRS 13 - Fair value measurement (effective 1 January 2013)
This standard aims to improve consistency and reduce complexity by providing a precise definition of fair value and a single source of
fair value measurement and disclosure requirements for use across IFRSs.

Amendments to IAS 1 — Presentation of financial statements (effective 1 July 2012)
The amendment requires entities to separate items presented in other comprehensive income (“OCI”) into two groups, based on whether
or not they may be recycled to profit or loss in the future.

The title used by IAS 1 for the statement of comprehensive income has changed to ‘statement of profit or loss and other comprehensive
income’. However, IAS 1 still permits entities to use other titles.
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Accounting policy
for the year ended 30 September 2011 (continued)

Basis of preparation (continued)

New and amended accounting standards and interpretations that are not yet effective and have not been early
adopted by the Group (continued)

Amendments to IAS 12 — Income taxes (effective 1 January 2012)

The 1ASB has added another exception to the principles in IAS 12: the rebuttable presumption that investment property measured at
fair value is recovered entirely by sale. The rebuttable assumption also applies to the deferred tax liabilities or assets that arise from
investment properties acquired in a business combination, if the acquirer subsequently uses the fair value model to measure those
investment properties.

Amendments to IAS 19 — Employee benefits (effective 1 January 2013)

Recognition of actuarial gains and losses

Actuarial gains and losses are renamed ‘remeasurements’ and will be recognised immediately in OCI. These gains and losses will no
longer be deferred using the corridor approach and no longer be recognised in profit or loss.

Recognition of past-service cost and curtailment

Past-service costs will be recognised in the period of a plan amendment; unvested benefits will no longer be spread over a future-
service period. A curtailment now occurs only when an entity significantly reduces the number of employees. Curtailment gains or losses
are accounted for as past-service costs.

Measurement of pension expenses

Annual expenses for a funded benefit plan will include net interest expense or income, calculated by applying the discount rate to the
net defined benefit asset or liability. This will replace the finance charge and expected return on plan assets and will increase benefit
expenses for most entities.

Presentation in the statement of other comprehensive income

There will be less flexibility in the presentation of the statement of OCI. Benefit costs will be split between (i) the cost of benefits accrued
in the current period (service cost) and benefit changes (past-service cost, settlements and curtailments); and (ji) finance expenses or
income. This analysis can be in the statement of OCI or in the notes.

Disclosure requirements
Additional disclosure is required to present the characteristics of benefit plans, the amounts recognised in the financial statements and
the risk arising from defined benefit plans and multi-employer plans.

The distinction between ‘short-term’ and ‘other long-term’ benefits

The distinction between ‘short-term’ and ‘other long-term’ benefits for measurement purposes is based on when payment is expected,
not when payment can be demanded. An obligation measured as a long-term benefit could therefore be presented as a current liability
when the entity expects to settle after more than one year, but does not have the unconditional ability to defer settlement for more than
one year.

Treatment of expenses and taxes relating to employee benefit plans

Taxes related to benefit plans should be included either in the return on assets or the calculation of the benefit obligation, depending on
their nature. Investment management costs should be recognised as part of the return on assets and other costs of running a benefit
plan should be recognised as period costs when incurred.

Termination benefits

Any benefit that has a future-service obligation is not a termination benefit. This will reduce the number of arrangements that meet the
definition of termination benefits. A liability for a termination benefit is recognised when the entity can no longer withdraw the offer of
the termination benefit or recognises any related restructuring costs.

Risk or cost-sharing features
The measurement of obligations should reflect the substance of arrangements where the employer’s exposure is limited or where the
employer can use contributions from employees to meet a deficit. This may reduce the defined obligation in some situations.

Amendments to IAS 24 — Related party disclosures (effective 1 January 2011)

The amendments clarify and simplify the definition of a related party. A subsidiary is now required to disclose transactions with an
associate of its parent. Disclosure is also required for transactions between two entities where both entities are joint ventures (or one is
an associate and the other is a joint venture) of a third entity.

In addition, an entity that is controlled by an individual that is part of the key management personnel of another entity is now required
to disclose transactions with that second entity.
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Accounting policy
for the year ended 30 September 2011 (continued)

1.3

1.4

Basis of preparation (continued)

New and amended accounting standards and interpretations that are not yet effective and have not been early
adopted by the Group (continued)

Amendment to IAS 27 — Separate financial statements (effective 1 January 2013)

IAS 27 has been renamed ‘Separate financial statements’ and it continues to be a standard dealing solely with separate financial
statements. The existing guidance for separate financial statements is unchanged.

Amendment to IAS 28 — Investments in associates and joint ventures (effective 1 January 2013)
IAS 28 now includes the requirements for joint ventures, as well as associates, to be equity accounted following the issue of IFRS 11
— Joint arrangements.

Amendment to IFRIC 14 — Prepayments of a minimum funding requirement (effective 1 January 2011)

An unintended consequence of this interpretation, prior to the amendment, was that IFRIC 14 could prevent the recognition of an asset
for any surplus arising from such voluntary pre-payment of minimum funding contributions in respect of future service. This has been
amended to require an asset to be recognised in these circumstances.

AC 504: IAS 19 (AC 116) — The limit on a defined benefit asset, minimum funding requirements and their interaction in the South
African pension fund environment (effective 1 January 2011)
A revised version of AC 504 has been issued to reflect the editorial changes brought about by the amendments to IFRIC 14.

Improvements to IFRSs 2010 (effective 1 January 2011)

This is a collection of amendments to IFRSs. These amendments are the result of conclusions the IASB reached on proposals made in
its annual improvements project for 2010. The annual improvements project provides a vehicle for making non-urgent, but necessary
amendments to IFRSs. Certain amendments resulted in consequential amendments to other IFRSs.

Use of adjusted measures

The measure explained below (items of a capital nature) is presented as management believes it to be relevant to the understanding of
the Group’s financial performance. This measure is used for internal performance analysis and provide additional useful information on
underlying trends to equity holders. This measure is not a defined term under IFRS and may therefore not be comparable with similarly
titled measures reported by other entities. It is not intended to be a substitute for, or superior to, measures as required by IFRS.

Items of a capital nature

Income or expenditure of a capital nature on the face of the statement of comprehensive income, being all profit or loss items of a capital
nature, is excluded in the calculation of headline earnings per share. The principal items that will be included under this measurement
are: profits or losses on disposal and scrapping of property, plant and equipment, intangible assets and assets held-for-sale; impairments
or reversal of impairments of property, plant and equipment, intangible assets and available-for-sale financial assets and loans; and any
non-trading items such as profits or losses on disposal of available-for-sale financial assets, operations and subsidiaries.

Basis of consolidation

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to govern the financial and operating
policies, generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential
voting rights that are currently exercisable or convertible are considered when assessing whether the Group controls another entity.
Subsidiaries are consolidated from the date on which control is transferred to the Group and are deconsolidated from the date that
control ceases.

The acquisition method of accounting is used to account for business combinations by the Group. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred and the equity interests issued by the Group.
The consideration transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred. Identifiable assets acquired and liabilities and contingent liabilities assumed in
a business combination are measured initially at their fair values at the acquisition date. On an acquisition-by-acquisition basis, the
Group recognises any non-controlling interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share
of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree over the fair value of the Group’s share of the identifiable net assets acquired, is
recorded as goodwill. If this is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the
difference is recognised directly in the statement of comprehensive income.
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2. Basis of consolidation (continued)
Subsidiaries (continued)
Subsidiaries are excluded from consolidation when control is intended to be temporary because the subsidiary is acquired and held
exclusively with the view to its subsequent disposal in the next twelve months.

Intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised losses
are also eliminated. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

In the stand-alone financial statements of the holding company, the investments in subsidiaries are accounted for at cost less
impairment. Cost is adjusted to reflect changes in consideration arising from contingent consideration amendments. Cost also includes
direct attributable costs of investments.

Interest-free loans to subsidiaries, with no specific terms of repayment and with a definite intent not to demand repayment, are
considered to be capital distributions to the subsidiary and are included in the carrying amount of the investment.

Treasury shares
The cost of treasury shares is presented as a deduction from equity. Shares under option already allocated to staff and unallocated
shares are considered as treasury shares and are consolidated as such as part of the Group’s results.

Transactions and non-controlling interest

The Group treats transactions with non-controlling interests as transactions with equity owners of the Group. For purchases from non-
controlling interests, the difference between any consideration paid and the relevant share acquired of the carrying value of net assets
of the subsidiary is recorded in equity. Gains and losses on disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in the entity is remeasured to its fair value, with
the change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture or financial asset. In addition, any amounts previously recognised in
other comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the related assets or
liabilities. This may mean that amounts previously recognised in other comprehensive income are reclassified to profit or loss.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income are reclassified to profit or loss where appropriate.

Joint ventures

The Group’s interest in jointly controlled entities is accounted for by proportionate consolidation. The Group combines its share of the joint
ventures’ individual income and expenses, assets and liabilities and cash flows on a line-by-line basis with similar items in the Group financial
statements. The Group recognises the portion of gains and losses on the sale of assets by the Group to the joint venture to the extent that it is
attributable to other venturers. The Group does not recognise the share of profits or losses from the joint venture that result from the Group’s
purchase of assets from the joint venture until it resells the assets to an independent party. However, a loss on the transaction is recognised
immediately if the loss provides evidence of a reduction in the net realisable value of current assets, or an impairment loss. Accounting
policies of joint ventures have been changed, where necessary, to ensure consistency with the policies adopted by the Group.

Associates

Associates are all entities over which the Group has significant influence, but not control, generally accompanying a shareholding of
between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity method of accounting and are
initially recognised at cost. The Group’s investment in associates includes goodwill (net of any accumulated impairment loss) identified
on acquisition.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in profit or loss, and its share of post-acquisition
movements in reserves is recognised in other comprehensive income. The cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When the Group’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not recognise further losses, unless it has incurred obligations or made
payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the
associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Dilution gains and losses arising in investments in associates are recognised in profit or loss. Accounting policies of associates have
been changed, where necessary, to ensure consistency with the policies adopted by the Group.
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3. Property, plant and equipment
Land and buildings mainly comprise factories, depots, warehouses, offices and silos. All property, plant and equipment are stated at
historical cost less depreciation. Historical cost includes expenditure that is directly attributable to the acquisition of the items. Cost
may also include transfers from equity of any gains or losses on qualifying cash flow hedges of foreign currency purchases of property,
plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss during the financial
period in which it is incurred.

Land is not depreciated. Depreciation on buildings, machinery, vehicles, furniture and equipment is calculated on a straight-line basis at
rates deemed appropriate to write off the cost of the assets to their residual values over their expected useful lives.

The expected useful lives are as follows:

 Buildings 10 — 25 years
 Poultry houses 25 years

e Plant, machinery and equipment 330 years
¢ \/ehicles 320 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposals of property, plant and equipment are determined by comparing proceeds with the carrying amounts.
These are included within ‘items of a capital nature’ in profit or loss.

4 Intangible assets
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the
acquired entity at the date of the acquisition. Goodwill arising from business combinations is included in ‘intangible assets’ whereas
goodwill on acquisition of associates is included in ‘investments in associates’ and is tested for impairment as part of the overall balance.

The excess of the purchase price over the carrying amount of non-controlling interest, when the Group increases its interest in an
existing subsidiary, is recognised in equity. Goodwill is tested annually for impairment and carried at cost less accumulated impairment
losses. Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an entity include the carrying amount of
goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-generating
units or groups of cash-generating units that are expected to benefit from the business combination in which the goodwill arose.

Trademarks and intellectual property

Trademarks and intellectual property are shown at historical cost. Subsequently these intangible assets are carried at cost less any
accumulated amortisation and accumulated impairment losses. Intellectual property has finite useful lives. The useful lives of trademarks
are either finite or indefinite.

Intellectual property and trademarks with finite useful lives are amortised over their useful lives and assessed for impairment when there
is an indication that the assets may be impaired. Amortisation is calculated using the straight-line method over these intangible assets’
estimated useful lives of between 5 to 25 years.

Certain trademarks have been assessed to have indefinite useful lives, as presently there is no foreseeable limit to the period over which
the assets can be expected to generate cash flows for the Group. Trademarks with indefinite useful lives are not amortised, but tested
annually for impairment, either on an individual basis or as part of a cash-generating unit. The useful lives of these intangible assets are
reviewed at the end of each reporting period to determine whether events and circumstances continue to support an indefinite useful
life assessment for those trademarks.
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Intangible assets (continued)

Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific software.
These costs are amortised over their estimated useful lives of between two and five years.

Costs associated with maintaining computer software programmes are recognised as an expense as incurred. Development costs that
are directly attributable to the production of identifiable and unique software products controlled by the Group, and that will probably
generate economic benefits exceeding costs beyond one year, are recognised as intangible assets when the following criteria are met:
— it is technically feasible to complete the software product so that it will be available for use;

— management intends to complete the software product and use or sell it;

— there is an ability to use or sell the software product;

— it can be demonstrated how the software product will generate probable future economic benefits;

— adequate technical, financial and other resources to complete the development and to use or sell the software product are available;
— the expenditure attributable to the software product during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software product include the software development employee costs and an
appropriate portion of relevant overheads. Other development expenditure that do not meet these criteria are recognised as an expense
as incurred. Development costs previously recognised as an expense are not recognised as an asset in a subsequent period. Computer
software development costs recognised as assets are amortised over their estimated useful lives of between two and five years.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets that are subject
to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.

The recoverable amount is the higher of an asset’s fair value less costs to sell and value-in-use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets, other than goodwill, that have suffered impairment, are reviewed for possible reversal of the impairment at each
reporting date.

Financial assets

Classification

The Group classifies its financial assets in the following categories:
— at fair value through profit or loss

— loans and receivables

— available-for-sale financial assets

The classification depends on the purpose for which the financial assets were acquired. Management determines the classification of
its financial assets at initial recognition and re-evaluates this designation at each reporting date.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category
if acquired principally for the purpose of selling in the short term. Derivatives are also categorised as held-for-trading unless they are
designated as hedges. The Group’s financial instruments at fair value through profit or loss comprise ‘derivative financial instruments’
not earmarked for hedging. Assets in this category are classified as current assets if expected to be settled within twelve months;
otherwise, they are classified as non-current.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
They are included in current assets, except for maturities greater than twelve months after the reporting date. These are classified as
non-current assets. The Group’s loans and receivables comprise ‘trade and other receivables’, ‘loans to joint ventures’ and ‘cash and
cash equivalents’ in the statement of financial position.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other
categories. They are included in non-current assets unless management intends to dispose of the investment within twelve months of
the reporting date.
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6.3

Financial assets (continued)

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade date, the date on which the Group commits to purchase
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value and transaction
costs are expensed in profit or loss.

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have been transferred
and the Group has transferred substantially all risks and rewards of ownership. Available-for-sale financial assets and financial assets
at fair value through profit or loss are subsequently carried at fair value. Loans and receivables are carried at amortised cost using the
effective interest rate method.

Gains or losses arising from changes in the fair value of financial assets at fair value through profit or loss are presented in profit or loss
in the period in which they arise.

Gains or losses arising from changes in the fair value of available-for-sale financial assets are presented in other comprehensive
income in the period in which they arise. When securities classified as available-for-sale are sold or impaired, the accumulated fair
value adjustments recognised in equity are included in profit or loss as ‘items of a capital nature’. Dividend income from available-
for-sale equity instruments is recognised in profit or loss as part of ‘investment income’ when the Group’s right to receive payments is
established.

The fair values of quoted investments are based on current bid prices. The Group establishes fair value by using valuation techniques
if the market for a financial asset is not active and for unlisted securities. These include the use of recent arm’s length transactions,
reference to other instruments that are substantially the same, discounted cash flow analysis and option pricing models, making
maximum use of market inputs and relying as little as possible on entity-specific inputs.

Impairment

The Group assesses at the end of each reporting date whether there is objective evidence that a financial asset or a group of financial
assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there is
objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a “loss event”)
and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that
can be reliably estimated.

Loans and receivables

For the loans and receivables category, the amount of the loss is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognised in profit
or loss. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract. As a practical expedient, the Group may measure impairment on the basis
of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal of the previously
recognised impairment loss is recognised in profit or loss.

Impairment testing on trade receivables is described in note 10 of the accounting policy.

Available-for-sale financial assets

In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of the security below
its cost is considered as an indicator that the securities are impaired. If any such evidence exists for available-for-sale financial assets,
the cumulative loss, measured as the difference between the acquisition cost and the current fair value, less any impairment loss on
that financial asset previously recognised in profit or loss, is removed from equity and recognised in profit or loss. Impairment losses on
equity instruments recognised in profit or loss are not reversed through profit or loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and settle the
liability simultaneously.
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10.

1.

12.

Biological assets

Biological assets are measured on initial recognition and at the end of each reporting period at fair value less cost to sell. Changes
in the measurement of fair value less cost to sell are included in profit or loss for the period in which they arise. All costs incurred in
maintaining the assets are included in profit or loss for the period in which they arise.

Fair values of livestock held for breeding, lay-hens, broilers and hatching eggs are determined with reference to market prices of
livestock of similar age, breed and genetic material.

Fair value of vineyards is calculated as the future expected net cash flows from the asset, discounted at a current market-determined
rate, over the remaining useful lives of the vineyards.

Inventories

Inventories are valued at the lower of cost or net realisable value. Cost in each category is determined as follows:

— Raw material at actual cost on a weighted average cost basis.

— Own manufactured products at direct raw material and labour cost plus an appropriate portion of production overheads, on a weighted
average cost basis.

— Consumable and trading stock at actual cost on a weighted average cost basis.

— Eggs purchased and pulp are valued at actual cost on a weighted average cost basis.

The cost of finished goods and work in progress comprises raw materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity). It excludes borrowing costs. Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses. Costs of inventories include the transfer from equity of any gains
or losses on qualifying cash flow hedges relating to purchases of raw materials.

Trade receivables
Trade receivables are amounts due from customers for merchandise sold or services performed in the normal course of business.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest rate
method, less provision for impairment. A provision for impairment of trade receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due according to the original terms of receivables. Significant financial difficulties
of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments are
considered indicators that the trade receivable is impaired.

The amount of the provision for impairment of trade receivables is the difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the effective interest rate. The amount of the provision is recognised in profit or loss
within ‘other operating expenses’. The carrying amount of the asset is reduced through the use of an allowance account. When trade
receivables are uncollectible, it is written off as ‘other operating expenses’ in profit or loss. Subsequent recoveries of amounts previously
written off, are credited against ‘other operating expenses’ in profit or loss.

Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid investments and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities on the statement of financial position.

Deposits held at call with banks and other short-term highly liquid investments are held for the purpose of meeting short-term cash
commitments rather than for investment or other purposes. These deposits are readily convertible to known amounts of cash and
subject to an insignificant risk of changes in value.

Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary shares or options are shown
in equity as a deduction, net of income tax, from the proceeds.

Where any Group company purchases the Company’s equity share capital (treasury shares), the consideration paid, including any
directly attributable incremental costs (net of income taxes), is deducted from equity attributable to the Group’s equity holders until the
shares are cancelled, reissued or disposed of. Where such shares are subsequently sold or reissued, any consideration received, net of
any directly attributable incremental transaction costs and the related income tax effects, is included in equity attributable to owners
of the parent.
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13.

14.

15.

16.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at amortised
cost. Any difference between the proceeds (net of transaction costs) and the redemption value is recognised in profit or loss over the
period of the borrowings using the effective interest rate method. Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least twelve months after the year-end reporting date.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is more likely than
not that an outflow of resources will be required to settle the obligation and the amount has been reliably estimated. Restructuring
provisions comprise lease termination penalties and employee termination payments. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering
the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any one item included
in the same class of obligations may be small.

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision
due to passage of time is recognised as ‘finance costs’.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers.
Accounts payable are classified as current liabilities if payment is due within twelve months (or in the normal operating cycle of the
business, if longer). If not, they are presented as non-current liabilities.

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

Current and deferred income tax

The income tax expense for the period comprises current and deferred income tax. Income tax is recognised in profit or loss, except
to the extent that it relates to items recognised in other comprehensive income or directly in equity. In this case, the income tax is also
recognised in other comprehensive income or directly in equity, respectively.

The current income tax expense is calculated on the basis of the tax laws enacted or substantively enacted at the reporting date in the
countries where the Group’s subsidiaries, joint ventures and associates operate and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions, where appropriate, on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided, using the liability method, for all temporary differences arising between the tax bases of assets and
liabilities and their carrying values. However, deferred income tax is not accounted for if it arises from initial recognition of an asset
or liability in a transaction other than a business combination that, at the time of the transaction, affects neither accounting profit or
loss nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantively
enacted by the reporting date and are expected to apply when the related deferred income tax asset is realised or the deferred income
tax liability is settled.

Deferred income tax assets relating to unused tax losses are recognised to the extent that it is probable that future taxable profits will
be available against which the unused losses can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates, except where the Group
controls the timing of the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current

tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the same taxation authority on
either the taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.
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17.

18.

19.

Secondary taxation on companies

South African resident companies are subject to a dual corporate tax system. One part of the tax being levied on taxable income and
the other, secondary tax on companies (“STC”), on distributed income. A company incurs a STC charge on the declaration or deemed
declaration of dividends, as defined in the Income Tax Act, to its shareholders. STC is not a withholding tax on shareholders, but a tax
on companies.

The STC consequence of dividends is recognised as a taxation charge in profit or loss in the same period that the related dividend is
accrued as a liability. The STC liability is reduced by dividends received during the dividend cycle. Where dividends declared exceed the
dividends received during a cycle, STC is payable on the net amount at the current STC rate. Where dividends received exceed dividends
declared within a cycle, there is no liability to pay STC. The potential tax benefit related to excess dividends received, is carried forward
to the next dividend cycle as a STC credit. Deferred tax assets are recognised on unutilised STC credits to the extent that it is probable
that dividends will be declared against which the unutilised STC credits will be utilised.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course
of the Group’s activities. Revenue is shown, net of value-added tax, estimated returns, rebates and discounts and after elimination of
sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will
flow to the entity and when specific criteria have been met for each of the Group’s activities as described below. The amount of revenue
is not considered to be reliably measurable until all contingencies relating to the sale have been resolved. The Group bases its estimates
on historical results, taking into consideration the type of customer, the type of transaction and the specifics of each arrangement.

Revenue is recognised as follows:

Sale of goods

Sale of goods are recognised when a Group entity has delivered products to the customer, the customer has accepted the products and
the collectability of the related receivables are reasonably assured. No element of financing is deemed present as sales are made within
credit terms which are consistent with market practice.

Sale of services
Sale of services are recognised in the accounting period in which the services are rendered, by reference to the completion of services
provided as a proportion of the total services to be provided.

Interest income

Interest income is recognised on a time-proportion basis using the effective interest rate method. When a loan and receivable is
impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash flows discounted at the
original effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest income on impaired
loans and receivables are recognised using the original effective interest rate. Interest income is included in ‘investment income’ in
profit or loss.

Dividend income
Dividend income is recognised when the right to receive payment is established. Dividend income is included in ‘investment income’
in profit or loss.

Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on development projects (relating to the design and
testing of new or improved products) are recognised as intangible assets when it is probable that the project will be a success,
considering its commercial and technical feasibility, and its costs can be measured reliably. Other development expenditure that does
not meet these criteria is recognised as an expense as incurred.

Development costs previously recognised as an expense are not recognised as an asset in a subsequent period. Capitalised development

costs are recorded as intangible assets and amortised, from the point at which the asset is ready for use, on a straight-line basis over
its useful life, not exceeding five years.
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20.

21.

Foreign currency translation

Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which that entity operates (“the functional currency”). The consolidated financial statements are presented in South
African rand, which is the Group’s presentation currency.

Transactions and balances

Transactions in foreign currency are translated into the functional currency using the exchange rates prevailing at the transaction
dates or valuation dates where items are remeasured. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation of monetary assets and liabilities denominated in foreign currencies at year-end exchange rates,
are recognised in profit or loss, except when deferred in other comprehensive income as qualifying cash flow hedges and qualifying
net investment hedges.

All other foreign exchange gains and losses are presented in profit or loss within ‘other gains and losses — net’.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are analysed between
translation differences resulting from changes in the amortised cost of the security, and other changes in the carrying amount of the
security. Translation differences are recognised in profit or loss, and other changes in the carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial assets and liabilities, such as equities held at fair value through profit or loss, are
recognised in profit or loss as part of the fair value gain or loss. Translation differences on non-monetary items, such as equities
classified as available-for-sale financial assets, are included in other comprehensive income.

Group entities

The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary economy) that have

a functional currency different from the presentation currency of South African rand are translated into South African rand as follows:

—Assets and liabilities for each statement of financial position presented (including comparatives) are translated at the closing rate at
the reporting date.

—Income and expenditure included in profit or loss for each statement of comprehensive income are translated at average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates,
in which case income and expenditure are translated at the dates of the transactions).

— All resulting exchange differences are recognised as a separate component of other comprehensive income.

Exchange differences arising from the translation of the net investment in foreign entities, and of borrowings and other currency
instruments designated as hedges of such investments, are taken to other comprehensive income on consolidation. When a foreign
operation is partially disposed of or sold, such exchange differences are recognised in profit or loss as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity
and translated at the closing rate.

Accounting for leases: Group company is the lessee

Finance leases

Leases of property, plant and equipment, where the Group has substantially all the risks and rewards of ownership, are classified as
finance leases. Finance leases are capitalised at the lease’s commencement at the lower of the fair value of the leased property and the
present value of the minimum lease payments. Each lease payment is allocated between the liability and the finance charges.

The corresponding rental obligations, net of finance charges, are included in borrowings. The interest element of the finance cost is
charged to profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the
liability for each period.

Property, plant and equipment acquired under finance lease contracts are depreciated over the shorter of the lease term or the useful
life of the assets.

Operating leases

Leases of assets in which a significant portion of the risks and rewards of ownership are effectively retained by the lessor, are classified
as operating leases. Payments made under operating leases (net of any incentive received from the lessor) are charged to profit or loss
on a straight-line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by way of
penalty, is recognised as an expense in the period in which termination takes place.
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22,

23.

Accounting for leases: Group company is the lessor

Operating leases

Operating lease assets are included in property, plant and equipment in the statement of financial position. These assets are depreciated
over their expected useful lives on a basis consistent with similar property, plant and equipment. Rental income is recognised on
a straight-line basis over the period of the lease.

Employee benefits

Retirement scheme arrangements

The policy of the Group is to provide retirement benefits for all its employees in the form of a defined contribution plan. A defined
contribution plan is a retirement scheme under which the Group pays fixed contributions into a separate entity. The Group has no legal
or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employees the retirement
benefits relating to employee service in the current and prior periods.

For defined contribution plans, the Group pays contributions to publicly or privately administered retirement schemes on a mandatory,
contractual or voluntary basis. The Group has no further payment obligations once the contributions have been paid. The contributions
are recognised as an employee benefit expense when they are due. Prepaid contributions are recognised as an asset to the extent that
a cash refund or a reduction in the future payments is available.

Post-retirement medical benefits

The Group provides post-retirement medical benefits to some employees, some employed prior to 31 December 1994 and others prior
to 31 March 1997, by way of a percentual contribution to their monthly costs. Such benefits are not available to employees employed
after these dates. Provision is made for the total accrued past service cost.

Independent actuaries annually determine the accumulated post-retirement medical aid obligation and the annual cost of these benefits.
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are recognised in profit or loss
over the expected remaining working life of the related existing employees, if such gains and losses exceed the closing balance of the
prior year provision by more than 10%. Actuarial gains and losses relating to former employees are recognised immediately in profit or
loss. The liability is calculated using the projected unit credit method.

Other long-term employee benefits

The Group provides for long-service awards that accrue to employees. Independent actuaries calculate the liability recognised in
the statement of financial position in respect of long-service awards annually. Actuarial gains and losses arising from experience
adjustments, and changes in actuarial assumptions, are recognised immediately in profit or loss.

Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. The Group recognises termination benefits when it is demonstrably committed
to: either terminating the employment of current employees according to a detailed formal plan without possibility of withdrawal; or
providing termination benefits as a result of an offer made to encourage voluntary redundancy.

Benefits falling due more than twelve months after the year-end reporting date are discounted to present value using the effective
interest rate method.

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.

Leave pay

Annual leave entitlement is provided for over the period that the leave accrues. In terms of the Group’s policy, employees with up to
ten years of service are entitled to accumulate vested leave benefits not taken to a cap of 42 days. Employees with more than ten years
of service are entitled to accumulate vested leave benefits not taken to a cap of 44 days. Any leave days vesting in excess of the cap
are forfeited in the vesting month.

Statutory leave may not be converted to cash except at termination of employment. Non-statutory leave may be converted to cash
twice a year.
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Accounting policy
for the year ended 30 September 2011 (continued)

24,

25.

Share-based payments

Share-based compensation

The Group operates equity-settled, share-based compensation plans. The fair value of the employee services received in exchange for
the grant of the options or share appreciation rights is recognised as an expense. The total amount to be expensed over the vesting period
is determined by reference to the fair value of the options or share appreciation rights granted, excluding the impact of any non-market
vesting conditions (for example, profitability and sales growth targets). Non-market vesting conditions are included in assumptions about
the number of options or share appreciation rights that are expected to become exercisable. At each reporting date, the Group revises
its estimates of the number of options or share appreciation rights that are expected to become exercisable. It recognises the impact of
the revision of original estimates, if any, in profit or loss, with a corresponding adjustment to other comprehensive income.

The proceeds received, net of any directly attributable transaction costs, are credited to share capital (nominal value) and share premium
when the options or share appreciation rights are exercised.

Broad-based employee share scheme

The Group introduced a broad-based employee share scheme for all employees, other than management qualifying for the share-based
compensation plan. The share scheme is accounted for as a cash-settled share-based payment. In terms of the scheme, employees
received class A ordinary shares with full voting rights and limited dividend rights until such time as a notional debt has been repaid.
Once the notional debt has been repaid, class A ordinary shares will have all the rights similar to ordinary shares.

The cost of cash-settled transactions is measured initially at fair value at the grant date using the Actuarial Binomial Pricing Option
Model, taking into account the terms and conditions upon which the instruments were granted. For further detail refer to note 23.2 to
the consolidated annual financial statements.

The fair value of the employee services received in exchange for the issue of class A ordinary shares is recognised as an expense over
the period until vesting with recognition of a corresponding liability. The liability is remeasured at each reporting date up to and including
the settlement date with changes in fair value recognised in profit or loss.

Derivative financial instruments and hedging activities

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 remeasured
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 19 to the consolidated annual financial
statements. For further detail on movements in the hedging reserve refer to note 52 to the consolidated annual financial statements.
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 twelve months, and as a current asset or liability if the remaining maturity of the hedged item is less than twelve 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 profit or loss, together with
any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk. The Group only applies fair value
hedge accounting to hedge changes in the fair value of fixed price commodity purchase commitments, due to changes in the forward
price in the market of the related commaodity.

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 of maturity.
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Accounting policy
for the year ended 30 September 2011 (continued)

25.

26.

27.

28.

29,

Derivative financial instruments and hedging activities (continued)

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 other comprehensive income. The gain or loss relating to the ineffective portion is recognised immediately within ‘other gains or
losses — net’.

Amounts accumulated in other comprehensive income are recycled to profit or loss 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 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. The deferred amounts are ultimately recognised in cost of goods sold in the case of inventory or in depreciation in the case of
property, plant and equipment. The gain or loss relating to the effective portion of interest rate swaps and interest rate collar agreements
hedging variable interest rate borrowings is recognised in profit or loss within ‘finance costs’. The gain or loss relating to the ineffective
portion is recognised in profit or loss within ‘other gains or losses — net’.

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 in equity at that time remains in equity and is recognised in profit or loss when the forecast transaction is ultimately recognised
in profit or loss. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is
transferred immediately to ‘other gains or losses — net’.

Embedded derivatives

Embedded derivatives are derivative instruments that are embedded in another contract or host contract. The Group separates an
embedded derivative from its host contract and accounts for it separately, when its economic characteristics are not clearly and closely
related to those of the host contract. These separated embedded derivatives are classified as trading assets or liabilities and marked
to market through profit or loss, provided that the combined contract is not measured at fair value with changes through profit or loss.

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 profit or loss within ‘other gains or losses — net'.

Government grants
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 profit or loss 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 profit or loss on a straight-line basis over the expected useful lives of the related assets.

Dividend distribution
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.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-makers. The
chief operating decision-makers, who are responsible for allocating resources and assessing performance of the operating segments,
have been identified as both the managing and financial directors.

Borrowing costs

Borrowing costs are interest and other costs that the Group incurs in connection with the borrowing of funds. These include interest
expenses calculated using the effective interest rate method, finance charges in respect of finance leases and exchange differences
arising from foreign currency borrowings’ interest cost.

Borrowing costs are expensed as incurred, except for borrowing cost directly attributable to the acquisition, construction or production
of a qualifying asset in which case it is capitalised as part of the cost of that asset. The Group defines a qualifying asset as an asset that
takes more than a year to prepare for its intended use or sale.

Capitalisation of borrowing costs commences when expenditure for the asset and borrowing costs are being incurred and the activities

to prepare the asset for its intended use are in progress. Borrowing costs are capitalised up to the date when the project is completed
and ready for its intended use.
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Accounting policy
for the year ended 30 September 2011 (continued)

29.

30.

Borrowing costs (continued)

To the extent that funds are borrowed specifically for the purpose of obtaining a qualifying asset, the amount of borrowing costs eligible
for capitalisation is determined as the actual borrowing costs incurred on that borrowing during the period less any investment income
on the temporary investment of those borrowings.

To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the amount of borrowing
costs eligible for capitalisation is determined by applying a capitalisation rate to the expenditure on that asset. The capitalisation rate
is the weighted average of the borrowing costs applicable to the borrowings of the Group that are outstanding during the period, other
than borrowings made specifically for the purpose of obtaining a qualifying asset. The amount of borrowing costs capitalised during
a period should not exceed the amount of borrowing cost incurred during that period. Other borrowing costs are recognised as expenses
when incurred.

Amortised costs

Finance cost is recognised on a time-proportion basis using the effective interest rate method. When determining the amortised cost
amount of financial liabilities, the Group reduces the carrying amount to the amount payable, being the estimated future cash flows
discounted at the original effective interest rate of the instrument, and continues unwinding the discount as accretions of discount. This
accretions of discount on financial liabilities carried at amortised cost is included in ‘finance costs’ in profit or loss.
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Statement of comprehensive income
for the year ended 30 September 2011

Revenue

Cost of goods sold

Gross profit

Other income

Other gains/(losses) — net

Distribution costs

Administrative expenses

Other operating expenses

Competition Commission penalties

Items of a capital nature

Operating profit

Investment income

Finance costs

Share of profit of associated companies

Profit before income tax

Income tax expense

Profit for the year

Other comprehensive income/(loss)

Fair value adjustments to cash flow hedging reserve

For the year
Current income tax effect
Deferred income tax effect
Reclassified to profit or loss

Current income tax effect
Deferred income tax effect

Net fair value adjustments on available-for-sale financial assets
For the year
Deferred income tax effect
Reclassified to profit or loss

Movement on foreign currency translation reserve
Currency translation differences
Total comprehensive income for the year

Profit for the year attributable to:
Owners of the parent
Non-controlling interest

Total comprehensive income for the year attributable to:
Owners of the parent
Non-controlling interest

Earnings per ordinary share (cents)
Diluted earnings per ordinary share (cents)

28

~N o w

[o<]

©

GROUP

2011 2010
Notes R’000 R’000

16 853 125 15731 322
(11 804 123) (10 720 387)
5 049 002 5010 935
108 209 111 654
183 512 149714
(1463 447) (1 325 221)
(334 917) (313 126)
(2351 110) (2226 777)
= (654 151)
(839) (10 291)

1190 410 742737
19175 33433
(160 006) (156 597)
267 92

1 049 846 619 665
(319 889) (383 921)
729 957 235 744
36 737 31549
118 570 (44 083)
(40 235) 4558
7035 7785

(67 546) 87 902
36 251 (9 801)

(17 338) (14 812)
1952 3186
3899 5 666
(296) (697)

(1 651) (1783)

25 220 (17 214)
793 866 253 265
728 624 234 545
1333 1199

729 957 235 744
792 533 252 066
1333 1199

793 866 253 265
408.4 1325
399.7 130.2
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Statement of financial position
as at 30 September 2011

GROUP

Notes R’000 R’000
ASSETS
Non-current assets 5 037 760 4 365 205
Property, plant and equipment 12 4 192 356 3564 955
Intangible assets 13 732 489 689 512
Biological assets 14 16 765 16 843
Loans to joint ventures 15 25 094 28 204
Investments in associates 16 4815 7031
Available-for-sale financial assets 17 43 612 39079
Trade and other receivables 20 19 990 16 931
Deferred income tax 26 2 639 2650
Current assets 4 825 255 4512 022
Inventories 18 2313 371 1936 585
Biological assets 14 210 134 187 632
Derivative financial instruments 19 14 082 5197
Trade and other receivables 20 1836 079 1669 148
Current income tax 11 225 3544
Cash and cash equivalents 21 440 364 709 916
Total assets 9 863 015 8 877 227
EQUITY AND LIABILITIES
Capital and reserves attributable to owners of the parent 5 488 228 4751433
Share capital 22 20 124 20119
Share premium 1 186 565 1210 486
Treasury shares (220 328) (232 108)
Other reserves 24 115 236 28 251
Retained earnings 4 386 631 3724685
Non-controlling interest 7 501 6 543
Total equity 5495 729 4757 976
Non-current liabilities 1891 077 2073993
Borrowings 25 848 999 946 158
Derivative financial instruments 19 - 5660
Deferred income tax 26 580 613 519124
Share-based payment liability 29 146 013 102 181
Provisions for other liabilities and charges 27 113 312 109 105
Accrual for Competition Commission penalties 28 202 140 391 765
Current liabilities 2 476 209 2 045 258
Trade and other payables 30 1 871 544 1732507
Current income tax 22 092 8420
Borrowings 25 348 388 169 484
Loan from joint venture 15 7 850 10 333
Derivative financial instruments 19 10 440 57 352
Dividends payable 413 495
Accrual for Competition Commission penalties 28 215 482 66 667
Total liabilities 4 367 286 4119 251
Total equity and liabilities 9 863 015 8 877 227
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Statement of changes in equity
for the year ended 30 September 2011

Share

capital
R’000

Balance as at 1 October 2010

Profit for the year

Other comprehensive income for the year
Cash flow hedging

Fair value adjustments to cash flow hedging
reserve:

For the year
Current income tax effect
Deferred income tax effect
Reclassified to profit or loss
Current income tax effect
Deferred income tax effect

Net fair value adjustments on available-for-sale
financial assets:

For the year
Deferred income tax effect
Reclassified to profit or loss
Currency translation differences
Statutory transfer

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

Disposal of shares of management share incentive
scheme

Income tax effect of disposal of shares of
management share incentive scheme

Dividends paid — net
Dividend paid to non-controlling interest

Employee share scheme — transfer tax on share
transactions

Recognition of share-based payments —
management scheme

Recognition of share-based payments —

share appreciation rights

Deferred income tax on share-based payments
Ordinary shares issued — share appreciation rights

Movement of ordinary shares on share incentive
trusts

20 119

Share
premium
R’000
1210 486

GROUP

Treasury

shares
R’000
(232 108)

Statutory
reserve
R’000
4111

Translation
reserve
R’000

(23 775)

25 220

(26 526)

2 605

11 780

Balance as at 30 September 2011

20 124

1186 565

(220 328)

4 463

1445
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GROUP

Equity Other Non-
Fair value Hedging compensation reserves: Retained controlling
reserve reserve reserve Total earnings interest
R’000 R’000 R’000 R’000 R’000 R’000
17 367 (31 999) 62 547 28 251 3 724 685 6 543 4 757 976
- - - - 728 624 1333 729 957
1952 36 737 - 63 909 - - 63 909
- 118 570 - 118 570 - - 118 570
- (40 235) - (40 235) - - (40 235)
- 7 035 - 7 035 - - 7 035
- (67 546) - (67 546) - - (67 546)
- 36 251 - 36 251 - - 36 251
- (17 338) - (17 338) - - (17 338)
3 899 - - 3 899 - - 3 899
(296) - - (296) - - (296)
(1 651) - - (1 651) - - (1 651)
- - - 25 220 - - 25 220
- - - 352 (352) - -
- - - - - - (26 526)
- - - - 6 880 - 6 880
- - - - (1 486) - (1 486)
- - - - (71 569) - (71 569)
- - - - - (375) (375)
- - - - (151) - (151)
- - 320 320 - - 320
- - 14 729 14 729 - - 14 729
- - 10 285 10 285 - - 10 285
- - (2610) (2610) - - -
- - - - - - 11 780
19 319 4738 85 271 115 236 4 386 631 7 501 5 495 729
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Statement of changes in equity
for the year ended 30 September 2010

GROUP

Share
capital
R’000

Share
premium
R’000

Treasury

shares
R’000

Statutory
reserve
R’000

Translation
reserve
R’000

Balance as at 1 October 2009

Profit for the year

Other comprehensive income for the year
Cash flow hedging

Fair value adjustments to cash flow hedging
reserve:

For the year
Current income tax effect
Deferred income tax effect
Reclassified to profit or loss
Current income tax effect
Deferred income tax effect

Net fair value adjustments on available-for-sale
financial assets:

For the year
Deferred income tax effect
Reclassified to profit or loss
Currency translation differences
Statutory transfer

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

Disposal of shares of management share incentive
scheme

Income tax effect of disposal of shares of
management share incentive scheme

Dividends paid — net
Dividend paid to non-controlling interest

Employee share scheme — transfer tax on share
transactions

Recognition of share-based payments —
management scheme

Recognition of share-based payments —

share appreciation rights

Deferred income tax on share-based payments
Ordinary shares issued — share appreciation rights

Movement of ordinary shares on share incentive
trusts

20118

1215640

(246 490)

4483

(6 561)

(17 214)

343

14 382

Balance as at 30 September 2010

20119

1210 486

(232 108)

4111

(23 775)
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GROUP

Equity Other Non-

Fair value Hedging compensation reserves: Retained controlling Total
reserve reserve reserve Total earnings interest equity
R’000 R’000 R’000 R’000 R’000 R’000 R’000
14181 (63 548) 44 379 (7 066) 3645758 5792 4633 752
- - - - 234 545 1199 235744
3186 31549 - 17 521 - - 17 521
- (44 083) - (44 083) - - (44 083)

- 4558 - 4558 - - 4 558

- 7785 - 7785 - - 7785

- 87 902 - 87 902 - - 87 902
- (9 801) - (9 801) - - (9 801)
- (14 812) - (14 812) - - (14 812)
5666 - - 5666 - - 5 666
(697) - - (697) - - (697)
(1783) - - (1783) - - (1783)
- - - (17 214) - - (17 214)

_ - - (372) 372 - -
- - - - - (5497)

- - - - 3679 - 3679
- - - - (1633) - (1633)
- - - - (157 940) - (157 940)
- - - - - (448) (448)
- - - - (96) - (96)

- - 682 682 - - 682

- - 12519 12519 - - 12519

- - 5311 5311 - - 5311

- - (344) (344) - - -

- - - - - - 14 382

17 367 (31 999) 62 547 28 251 3724685 6 543 4757 976
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Statement of cash flows
for the year ended 30 September 2011

GROUP

Notes R’000 R’000
NET CASH FLOW FROM OPERATING ACTIVITIES 802 598 1370 699
Net cash profit from operating activities 37 1563 321 1609 861
Excluding Competition Commission penalties paid 1 563 321 1805 580
Competition Commission penalties paid - (195 719)
Working capital changes 38 (446 761) 95 147
Cash effect from hedging activities 14 229 18724
Accrual for Competition Commission penalties paid (66 667) -
Net cash generated from operations 1064 122 1723732
Income tax paid 40 (261 524) (353 033)
NET CASH FLOW FROM INVESTMENT ACTIVITIES (933 439) (805 254)
Additions to property, plant and equipment (587 890) (563 834)
Replacements of property, plant and equipment (201 604) (141 206)
Additions to intangible assets (25 072) (45 943)
Proceeds on disposal of property, plant, equipment and intangible assets 41 33 710 41 589
Proceeds on disposal of available-for-sale financial assets 42 4 821 4737
Disposal of subsidiaries 43 - 3500
Business combinations 44 (171 176) (144 692)
Loans repaid by joint ventures 627 17 595
Investment in available-for-sale financial assets and associates (6 076) (10 432)
Loans granted to other parties (3 059) (1)
Interest received 18 039 31362
Dividends received 1136 2071
Dividends received from associates 3 105 -
NET CASH FLOW FROM FINANCING ACTIVITIES (232 386) (448 609)
Repayments of borrowings (11 930) (137 561)
Treasury shares — share incentive trusts 11 780 14 382
Employee share scheme — transfer tax on share transactions (151) (96)
Disposal of management share incentive scheme shares 6 880 3679
Employee share scheme — repurchase of class A ordinary shares from leavers (26 526) (5497)
Interest paid (139 640) (162 983)
Dividends paid to Group ordinary shareholders 39 (71 651) (157 592)
Dividends paid to class A ordinary shareholders 29 (1 148) (2941)
Net (decrease)/increase in cash, cash equivalents and bank overdrafts (363 227) 116 836
Net cash, cash equivalents and bank overdrafts at beginning of year 708 952 592 116
Net cash, cash equivalents and bank overdrafts at end of year 21 345 725 708 952
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Notes to the annual financial statements
for the year ended 30 September 2011

GROUP

2011
R’000

Accounting policies

The principal accounting policies incorporated in the preparation of these financial
statements are set out on pages 86 to 101.

2010
R’000

Critical accounting estimates and judgements

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 annually tests 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 13 for key assumptions used.

Provisions for post-retirement medical benefits and long-service awards
These provisions are determined by annual actuarial calculations. Refer to note 27 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.

Intangible assets with finite useful lives
These items are amortised over their useful lives that are based on industry
knowledge and past experience with similar assets.

Intangible assets with indefinite useful lives

Indefinite useful lives are allocated to intangible assets if there is no foreseeable limit
to the period over which the Group expects to consume the future economic benefits
embodied in the intangible asset. In making this assessment, management follows
the guidance in /AS 38 — Intangible Assets. The Group has classified a number of its
trademarks as indefinite life, as indicated in note 13, by considering among other
factors these brands’ history, current market share, brand development strategy and
expected future benefits to be derived from these 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 23 for assumptions used in these
calculations.
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Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP
2011 2010
2. Critical accounting estimates and judgements (continued)
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 contract grower.
Contingent liabilities — Disputes with egg contract producers, broiler and
breeder farms
Based on legal opinion obtained, the Group determined that these disputes, as
described in note 32, are contingent liabilities and no provision was raised. The
Group considers the guidance in IAS 37 — Provisions, Contingent Liabilities and
Contingent Assets to distinguish between provisions and contingent liabilities.
3. Operating profit
Operating profit is calculated after taking into account other gains/(losses) — net
(refer to note 4) and items of a capital nature (refer to note 5), as well as the following:
3.1 Operating income
Administration fees received 207 19
Change in allowance for outstanding credit notes - 4276
Government grant amortisation 819 794
Post-retirement medical benefits (refer to note 27)
Actuarial gain 2434 -
Reversal of inventory previously written off 15 753 10 052
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Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

Operating profit (continued)
Operating expenditure
Staff costs
Wages and salaries
Termination benefits
Other personnel costs
Pension costs
Share-based payments
Technical services from non-employees
Auditors’ remuneration
Audit — current year
Audit — (over)/under provision previous year
Tax-related services
Other consultation services
Machine rental
Rental of vehicles
Rental of premises
Competition Commission penalties (refer to note 28)
Administrative penalties paid
Accrual for administrative penalties
Depreciation and amortisation (refer to note 51)
Own assets
Intangible assets
Inventory written off
Change in provision for impairment of trade receivables
Change in allowance for outstanding credit notes
Research and development costs
Administration fees paid
Post-retirement medical benefits (refer to note 27)
Actuarial loss
Other losses
Long-service awards (refer to note 27)
Actuarial loss
Other losses
Share-based payments
Broad-based share incentive scheme
Share options
Share appreciation rights

GROUP
2011 2010
2 373 988 2185713
2 041 599 1881 446
4 852 2069
124 104 112 836
143 404 128 146
60 029 61216
45 045 37 662
16 130 13373
10 899 10130
(52) 93
2013 1034
3 270 2116
23 328 24915
12 230 9125
70 398 78 973
- 654 151
- 195719
- 458 432
301 529 298 422
280 956 280 856
20 573 17 566
140 004 138 782
1130 3077
5580 -
33 931 31183
1213 1098
208 982
- 793
208 189
7 834 28 081
1124 22 461
6710 5620
60 029 61216
44 980 48 015
320 682
14729 12519
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for the year ended 30 September 2011 (continued)

GROUP
2011 2010
4. Other gains/(losses) — net

Net gains
Biological assets fair value adjustment 152 118 140 072

Unrealised — reflected in carrying amount of biological assets (8 872) 18 412

Realised — reflected in cost of goods sold 160 990 121 660
Foreign exchange differences 3104 24 835
Financial assets at fair value through profit or loss

Foreign exchange contract fair value adjustments 23 991 28 669

Fair value adjustment on embedded derivative financial instruments 135 -

Fair value adjustment on futures = 6
Cash flow hedging ineffective gains

Ineffective cash flow hedges: fair value adjustment on interest rate collars 2 814

Ineffective cash flow hedges: fair value adjustment on options 1502 -
Fair value hedging

Fair value hedges: futures 491 -
Agricultural produce fair value adjustment 25 745 21951
Total net gains 207 088 216 347
Net losses
Foreign exchange differences (18 867) (31 282)
Financial assets at fair value through profit or loss

Foreign exchange contract fair value adjustments (254) (35115)

Fair value adjustment on embedded derivative financial instruments - (181)

Fair value adjustment on interest rate collars - (55)
Cash flow hedging ineffective losses

Ineffective cash flow hedges: fair value adjustment on futures (3 968) -
Fair value hedging

Fair value hedged item: firm commitment (487) -
Total net losses (23 576) (66 633)
Other gains/(losses) — net 183 512 149714

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 reflected in the carrying amount
of biological assets in the statement of financial position and the realised portion is
reflected in cost of goods sold.
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GROUP
2011 2010
5. Items of a capital nature

Net profit on disposal of property, plant, equipment and intangible assets 6 325 12 499
Gross 5 368 11 830
Tax effect 957 669

Net profit on disposal of available-for-sale financial assets 1401 1535
Gross 1651 1783
Tax effect (250) (248)

Net profit on disposal of subsidiaries - 1194
Gross - 293
Tax effect - 901

Impairment of property, plant and equipment (refer to note 12) (4 097) (17 422)
Gross (5 690) (24 197)
Tax effect 1593 6775

Impairment of intangible assets (refer to note 13) (2 168) -
Gross (2 168) -
Tax effect - -

Impairment of available-for-sale financial assets and loans 824 -
Gross - -
Tax effect 824 -

Utilisation of net capital loss to reduce capital gains effect 278 379
Gross - -
Tax effect 278 379

Total 2 563 (1815)
Gross (839) (10 291)
Tax effect 3 402 8 476

During the current year an amount of R2,341,062 (2010: R15,177,448) was received

as insurance compensation for property, plant and equipment impaired in the

previous year. The amount is included in net profit on disposal of property, plant,

equipment and intangible assets.

6. Investment income

Interest income on financial assets: loans and receivables 18 039 31362
Joint ventures 2 239 2212
Accretions of discount 303 456
Call accounts and other 15 497 28 694

Dividend income on available-for-sale financial assets 1136 2071
Listed shares 1136 1887
Unlisted shares - 184

19175 33433
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for the year ended 30 September 2011 (continued)

GROUP

2011 2010
R’000 R’000

7. Finance costs
Interest cost on financial liabilities measured at amortised cost

Joint ventures 756 576
Borrowings 74 094 98 818
Accretions of discount 3167 95
Competition Commission penalties: unwinding of discount 25 857 -
Provisions: unwinding of discount 9 264 8 054
Call loans and bank overdrafts 19 625 6188

Fair value loss on financial liabilities measured at fair value through profit or loss
Interest rate collars: transfers from equity 41 998 39239
Interest rate swaps: transfers from equity - 10013
Borrowing costs capitalised (14 755) (6 386)
160 006 156 597

8. Income tax expense

Current income tax 252 941 340 907
Current year 252 848 340 299
Under provision previous years 93 608

Deferred income tax 57 844 25 348
Current year 58 006 24739
Over provision previous years (162) -
Rate change - 609

Secondary taxation on companies 9 104 17 666
Current year 9104 | | 17 666

319 889 383 921

The income tax on the Group’s profit before income tax differs from the theoretical
amount that would arise using the statutory rate of 28% (2010: 28%) as follows:

% %
Standard rate for companies 28.0 28.0
Increase/(decrease) in rate:
Exempt income (0.1) 0.1)
Effect of assessed losses 0.2 0.7
Secondary taxation on companies 0.9 2.8
Non-deductible expenditure 2.5 3.2
Effect of capital gains tax (0.3) 0.7)
Effect of Competition Commission penalties - 29.6
Under provision previous years - 0.1
Other differences (0.7) (1.6)
Effective rate 30.5 62.0
R’000 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 363 872 303 252
Less: Utilised in reduction of deferred income tax (141 147) (86 527)
Net calculated tax losses carried forward 222 725 216 725
Tax relief at current tax rates 62 377 60 683

Utilisation of tax losses is dependent on sufficient taxable income being earned in the
future by the subsidiaries concerned.
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GROUP
2010
9. Earnings per ordinary share
Basic
The calculation of basic earnings per ordinary share is based on earnings
attributable to owners of the parent of R728,623,838 (2010: R234,544,806) divided
by the weighted average ordinary shares in issue during the year of 178,405,011
(2010: 177,040,288).
Diluted
Diluted earnings per share is calculated by adjusting the weighted average number
of ordinary shares outstanding to assume conversion of all dilutive potential ordinary
shares. Share options and appreciation rights issued in terms of share incentive
schemes have a dilutive effect on earnings per ordinary share. A calculation is made
to determine the number of shares that could have been acquired at fair value
(determined at 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 share appreciation rights.
The calculation of diluted earnings per ordinary share is based on earnings
attributable to owners of the parent of R728,623,838 (2010: R234,544,806) divided
by the weighted average ordinary shares in issue during the year of 182,288,421
(2010: 180,153,137).
Reconciliation of weighted average ordinary shares in issue during the year
Weighted average ordinary shares 178 405 011 177 040 288
Adjusted for share options and appreciation rights 3883 410 3112849
Weighted average ordinary shares for diluted earnings 182 288 421 180 153 137
R’000 R’000
Reconciliation between earnings and headline earnings
Earnings attributable to owners of the parent 728 624 234 545
Remeasurement of items of a capital nature (refer to note 5) (2 563) 1815
Gross 839 10 291
Tax effect (3402) (8 476)
Headline earnings 726 061 236 360
Adjusted for Competition Commission penalties - 654 151
Adjusted headline earnings 726 061 890 511
Headline earnings per ordinary share (cents) 407.0 133.5
Adjusted headline earnings per ordinary share (cents) 407.0 503.0
Diluted earnings per ordinary share (cents) 399.7 130.2
Diluted headline earnings per ordinary share (cents) 398.3 131.2
10.  Dividend per ordinary share
Interim
40.0 cents (2010: Nil cents) per ordinary share 80 488 -
Final
40.0 cents (2010: Nil cents) per ordinary share 80 495 -
160 983 -

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 will be accounted for as an appropriation of
retained earnings in the following year. Secondary taxation on companies (STC) will
be applicable to the dividend paid at a rate of 10.0%.
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for the year ended 30 September 2011 (continued)

11.  Directors’ remuneration
Non-executive directors
Fees
Executive directors
Salaries
Retirement benefits
Bonuses and incentives

Annual remuneration
Paid by subsidiaries
Paid by the Company

Refer to note 56 for further detail.

Executive directors’ share incentive scheme

At beginning of year

Change in directorship

Redeemed

New offer at R34.74 per share (share appreciation rights)
At end of year

At R8.65 per share, exercisable up to 26 May 2014

At R14.05 per share, exercisable up to 23 December 2014

At R21.86 per share, exercisable up to 24 January 2016

At R31.42 per share, exercisable up to 11 February 2017

At R25.00 per share, payable by 26 May 2014 (originating from rights offer)

At R25.48 per share, exercisable up to 8 June 2018 (share appreciation rights)

At R24.20 per share, exercisable up to 26 February 2019 (share appreciation rights)
At R34.74 per share, exercisable up to 8 February 2020 (share appreciation rights)

Shares under option and share appreciation rights

Refer to note 58 for further detail.

GROUP

R’000 R’000
5 058 2087
14 884 11 364
8 335 9341
1588 1275
4 961 748
19 942 13 451
(14 884) (11 364)
5 058 2087
Number Number
’000 ’000
1935 2006
- (316)
(204) (201)

- 446
1731 1935
599 773
118 118
112 142

91 91
135 135
124 124
106 106
446 446
1731 1935
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12.

Property, plant and equipment
Land and buildings

Plant, machinery and equipment
Vehicles

Net book value

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 year

Additions

Transfers

Disposals

Accumulated depreciation
As at beginning of year
Charge for the year
Transfers

Disposals

Net book value
Refer to note 51 for further detail.

Property, plant and equipment in the course of construction amounts to R344,958,834
(2010: R326,699,998).

Land and buildings amounting to R15,395,000 (2010: R29,375,000) was in the
process of being transferred in the name of the Group.

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

Refer to note 25 for detail of property, plant and equipment encumbered as security
for borrowings from financial institutions.

No major change in the nature of property, plant and equipment or change in the
policy regarding the use thereof took place during the financial year.

During the current financial year borrowing costs of R14,754,216 (2010: R6,386,420)
were capitalised against qualifying items of property, plant and equipment. The
capitalisation rate used varied between 6.9% and 8.5% (2010: 7.9% and 8.9%).

GROUP
2011 2010
R’000 R'000
1426 414 1172528
2 485 746 2124 594
280 196 267 833
4192 356 3 564 955
81994 88 302
4472 5285
(2 707) (10 696)
(838) (897)
82 921 81994
31 707 31580
3870 3975
(200) (3337)
(507) (511)
34 870 31707
48 051 50 287
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12.

Property, plant and equipment (continued)

Impairment losses on property, plant and equipment

The recoverable amount of a cash-generating unit (CGU) is the higher of its value-
in-use or fair value less cost to sell. Value-in-use calculations are pre-tax 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 in note 13. Fair value less cost to sell is the amount
obtainable from the sale of an asset or cash-generating unit in an arm’s length
transaction between knowledgeable, willing parties, less the cost of disposal.

During the year the Group reassessed and impaired the carrying values of property,
plant and equipment of the Heinz chilled business (Spartan) and the KwaZulu-Natal
dilutables business, with amounts of R1,137,648 and R4,552,504 respectively,
before income tax. The impairment loss for the Heinz chilled business was calculated
by comparing the carrying amount of the CGU to the value-in-use of this CGU.
The impairment loss for the Kwazulu-Natal dilutables business was calculated by
comparing the carrying amount of the CGU to its fair value less cost to sell.

During 2010 the Group reassessed and impaired the carrying values of property,
plant and equipment of the Kwality, Werda and Hooch businesses with amounts of
R9,125,004, R8,858,818 and R6,213,257 respectively, before income tax. These
impairment losses, with the exception of the Kwality business, were calculated by
comparing the carrying amount of the CGUs to the value-in-use of these CGUs. The
impairment loss for the Kwality business was calculated by comparing the carrying
amount of the CGU to its fair value less cost to sell.

Impairment losses on property, plant and equipment can be ascribed to the following
operating segments:

Bokomo Foods

Ceres Beverages

Change in estimates

During the current financial year, the Group reassessed the useful lives and residual
values of items of property, plant and equipment in line with the accounting policy and
IAS 16 — Property, Plant and Equipment.

The useful lives are estimated by management based on historic analysis,
benchmarking and other available information. The residual values are based on the
assessment of useful lives and other available information.

Based on the latest available and reliable information there was a change in the
estimated useful lives and residual values of certain items of property, plant and
equipment. The effect of these changes on the depreciation expense in the current year
is a decrease in the annual charge of R6,221,694 (2010: increase of R10,244,197).

GROUP
2011 2010
R’000 R’000
1138 17 984
4 552 6213
5 690 24197
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13.

Intangible assets
Trademarks

Goodwill

Intellectual property
Computer software
Net book value

Refer to note 51 for further detail.

Included in trademarks are the following trademarks with their carrying values:

Ceres trademarks

Moir’s

Marmite

Bovril

Pecks

Redro

Smash

Maizena

Wild Island

W Daly and W Daly & Sons — 18 years (2010: 19 years)
ProNutro

Nature’s Source

Tower

Other — nil to 15 years (2010: nil to 16 years)

All of the above-mentioned trademarks have indefinite remaining useful lives unless

specifically indicated otherwise.

Impairment test for goodwill and intangible assets

Goodwill arising from a business combination is allocated, at acquisition, to the
Company’s CGUs that are expected to benefit from the business combination. The
carrying amount of goodwill has been allocated as follows:

Sasko

Agri Business
Bokomo Foods
Ceres Beverages

GROUP

2011 2010
361 570 362 906
265 118 221120
25 879 32122
79 922 73 364
732 489 689 512
121 654 121 654
55 741 55741
33 288 33 288
33 886 33 886
19 245 19 245
14 239 14239
21 506 21506
18 820 18 820
17 144 17 144
7375 7773

3 450 3450

2 650 2650
2116 2116
10 456 11 394
361 570 362 906
3 846 3833
41 279 -
163 598 160 892
56 395 56 395
265 118 221120
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GROUP
2011 2010
13. Intangible assets (continued)
Impairment test for goodwill and intangible assets (continued)
The recoverable amount of a CGU is determined based on value-in-use calculations.
These calculations use pre-tax 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.
During 2011 the Group reassessed and impaired the carrying values of the intangible
assets of the Heinz chilled business (Spartan) with an amount of R2,168,155. This
impairment loss was calculated by comparing the carrying amount of the CGU to the
value-in-use of this CGU. No impairment losses on goodwill and intangible assets
were recognised during 2010.
Impairment losses on intangible assets can be ascribed to the following operating
segment:
Bokomo Foods 2168 -
Key assumptions used for value-in-use calculations:
Growth rates from 2.7% to 8.0% (2010: 2.7% to 5.8%)
Discount rates from 4.9% to 27.0% (2010: 4.8% to 26.2%)
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 growth rates used
represent the long-term growth rate based on a medium-term outlook on forecasted
inflation rates. The discount rates represent a pre-tax rate based on the weighted
average cost of capital.
14. Biological assets
Vineyards 16 765 16 843
Livestock — poultry 210 134 187 632
226 899 204 475
For the purposes of the statement of financial position, biological assets are presented
as follows:
Non-current assets 16 765 16 843
Current assets 210 134 187 632
226 899 204 475

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

The fair value of vineyards is calculated as the future expected net cash flows from
the asset, discounted at a current market-determined rate, over the remaining useful
lives of the vineyards. A discount rate of 11.2% (2010: 13.5%) was used.
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GROUP
Number
14. Biological assets (continued)
At 30 September, the Group held the following biological assets:
Chickens — laying 5206 780 4 482 529
Chickens — broilers 5 329 767 4113150
Chickens — grand parents 206 979 6127
Hatching eggs 6 086 853 6098 791
Game 241 -
Land (vineyards) — hectares 118 118
Cattle 200 -
The following is the agricultural produce of the Group for the year ended 30 September:
Dozens of eggs 69 165 278 50 789 567
Number of day-old chicks 60 438 699 57 352 791
Kilograms of meat 71 499 678 57 865 603
Number of point-of-lay hens 5 977 826 5592 744
Number of culls 2796 190 2070378
Kilograms of fresh grapes produced 1728 919 2179741
R’000 R’000
15. Loans to/(from) joint ventures
Non-current assets 25 094 28 204
Current liabilities (7 850) (10 333)
Net loans to joint ventures 17 244 17 871
Unsecured loans:
Unsecured loans 17 244 17 871
Provision against loans - -
17 244 17 871
Proportionately consolidated amounts of joint ventures included in the financial
statements:
Property, plant, equipment and intangible assets 228 753 203 824
Non-current trade and other receivables 215 202
Deferred income tax assets 25 28
Non-current borrowings (4 589) (19 624)
Deferred income tax liabilities (17 786) (18 199)
Current assets 223 414 188 592
Current liabilities (156 812) (104 945)
Net assets 273 220 249 878
Revenue 723 965 686 983
Expenses (689 989) (648 098)
Profit for the year 33 976 38 885
Net cash generated/(utilised) 13 386 (3 525)

Refer to note 49 for further detail.
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for the year ended 30 September 2011 (continued)

GROUP
2011 2010
R’000 R’000
16. Investment in associates
Unlisted shares at cost 5710 5710
Interest in retained earnings and reserves (895) 1321
4815 7031
Refer to note 50 for further detail.
17. Available-for-sale financial assets
Shares in other companies
Listed
At cost 21 004 19 003
Fair value balance at end of year 12 682 13150
Fair value balance at beginning of year 13 150 9570
Fair value adjustment for the year 1211 5340
Fair value adjustment reclassified to profit or loss (1679) (1 760)
33 686 32153
Unlisted
At cost 470 186
Fair value balance at end of year 9 456 6 740
Fair value balance at beginning of year 6 740 6 437
Fair value adjustment for the year 2688 326
Fair value adjustment reclassified to profit or loss 28 (23)
9 926 6 926
Available-for-sale financial assets at fair value 43 612 39 079

A register with full detail is available at the Company’s registered office.

Available-for-sale financial assets are denominated in the Group’s functional currency
and no significant risk concentrations exist outside South Africa. The fair values of
listed shares are based on their current bid prices in an active market. The fair values
of unlisted shares are based on quoted prices in an “over-the-counter” market for
these shares.
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GROUP
2011 2010
R’000 R’000
18. Inventories
Raw materials 1 339 664 1084 326
Manufactured products 744 731 662 810
Packaging and consumables 228 976 189 449
2 313 371 1936 585
Inventory carried at net realisable value amounts to R13,998,888 (2010: R31,285,937).
Inventories and biological assets, with carrying values of R2,395,251,276
(2010: R2,021,769,734), of certain Group companies are pledged as security for
general and revolving banking facilities of some of the Group’s subsidiaries.
Refer to note 25 for more detail.
19. Derivative financial instruments
Embedded derivatives 135 (181)
Foreign exchange contracts — not earmarked for hedging 13 768 (8 694)
Futures — fair value hedges (487) -
Interest rate collars — cash flow hedges (9 774) (48 940)
3 642 (57 815)
For the purposes of the statement of financial position derivative financial instruments
are presented as follows:
Current assets 14 082 5197
Non-current liabilities - (5660)
Current liabilities (10 440) (57 352)
3 642 (57 815)

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 twelve months, and as a current asset
or liability, if the maturity of the hedged item is less than twelve months. The
carrying values of derivative financial instruments represent their fair values at the
reporting date.

Refer to note 52 for further detail.
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GROUP
2011 2010
20. Trade and other receivables
Trade receivables 1767 021 1597 362
Allowance for outstanding credit notes (48 035) (42 455)
Provision for impairment (11 037) (9907)
Net trade receivables 1707 949 1545000
Staff 1273 1111
Prepayments 20 992 17 923
Receivables from related parties (refer to note 36) 49 184 41 565
Value-added tax 38 400 42 921
Loans 19 990 16 931
Other 18 281 20 628
1 856 069 1686 079
For the purposes of the statement of financial position trade and other receivables
are presented as follows:
Non-current assets 19 990 16 931
Current assets 1 836 079 1669 148
1 856 069 1686 079
The carrying value of trade and other receivables approximates their fair value at the
reporting date.
An allowance for outstanding credit notes is accounted for based on past experience.
At year-end trade receivables with a carrying value of R1,580,309,923
(2010: R1,665,819,515) of certain Group companies were pledged as security for
general and revolving banking facilities of some of the Group’s subsidiaries.
Refer to note 25 for more detail.
Financial assets that are neither past due nor impaired are considered to be fully
performing. The carrying amounts of fully performing financial assets included in
trade and other receivables at year-end are:
National customers 823 696 792 020
Other customers 887 241 759 539
1710937 1551 559

The credit quality of fully performing financial assets included in trade and other
receivables is supported by the high proportion of the carrying value that can be
ascribed to national customers, especially in the formal retail sector. The credit quality
of the customer base is considered to be good based on historical default rates.
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20.

Trade and other receivables (continued)

Financial assets included in trade and other receivables that are outside their normal
payment terms are considered to be past due. The following represents an analysis
of the past due number of days of financial assets that are past due but not impaired:

National customers
Up to 30 days
31 to 60 days
61 to 90 days
91 to 120 days
More than 120 days

Other customers
Up to 30 days
31 to 60 days
61 to 90 days
91 to 120 days
More than 120 days

Staff
Up to 30 days
31 1o 60 days

Loans to other parties
Within 12 months

Total

Individually impaired receivables where indicators of impairment are present,
comprise of a number of non-material customers. The following trade receivables

were impaired at year-end:
National customers

Other customers

Total

Interest charged on impaired trade receivables amount to R1,188,230 (2010: Rnil).

GROUP
2011 2010
R’000 R’000
5603 7289
12 029 13 489
1446 2137
981 909
1302 3663
21 361 27 487
26 478 17 407
12747 13 326
3074 4039
1 366 1651
19 317 7417
62 982 43 840
2 1
5 4
7 5
1390 2 344
85 740 73 676
11 037 9907
11 037 9907
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20.

Trade and other receivables (continued)

Movements on the Group’s provision for impairment of trade receivables are as
follows:

At 1 October

Provision for impairment of receivables raised

Provision utilised during the year

Unused amounts reversed

At 30 September

The renegotiation of customer balances is considered on a case-by-case basis by
the relevant credit managers. The carrying amount of trade receivables that would
otherwise be past due or impaired whose terms have been renegotiated is as follows:
National customers

Other customers

Total

The Group holds a number of categories of collateral as security for trade receivable
balances. These collateral categories include mortgage bonds and notarial bonds,
cession of trade receivables, various guarantees and letters of credit.

Fair value of collateral held on past due and impaired trade receivables:
National customers
Other customers

The carrying amount of the Group’s trade receivables is denominated in the following
currencies:

Covered by means of foreign exchange contracts:
Euro
US Dollar

Uncovered:
Euro

British Pound
Botswana Pula
US Dollar

SA Rand

Other currencies

Total

The following balances, included in the summary above, are denominated in the
functional currencies of the relevant entities:

British Pound
Botswana Pula

Other receivables are largely denominated in the Group’s functional currency and no
significant risk concentrations exist outside South Africa.

GROUP

2011 2010
R’000 R'000
9907 6830

5 860 6516
(1075) (464)
(3 655) (2 975)

11 037 9907

14 608 1434

14 608 1434
26 600 15 819
26 600 15819
53775 8028
6047 -

47 728 8028
1713 246 1589 334
3734 6319

56 475 25 600
28 445 20 062

16 208 30 253

1 595 045 1494 277
13 339 12823

1 767 021 1 597 362
49 402 25211
28 445 20 062
77 847 45273
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21,

Cash and cash equivalents
Cash at bank and on hand
Short-term bank deposits

The effective interest rate at reporting date on short-term bank deposits was between
4.0% and 5.8% (2010: 1.2% and 5.8%).

For the purposes of the statement of cash flows, the year-end cash, cash equivalents
and bank overdrafts comprised of the following:

Cash and short-term deposits
Short-term borrowings

Bank overdrafts

Call loans

The Group’s cash equivalents and short-term deposits are placed with creditable
financial institutions with appropriate credit ratings.

The carrying amounts of the Group’s cash and cash equivalents are denominated in
the following currencies:

Euro

British Pound

Botswana Pula

US Dollar

SA Rand

Other currencies

Total

The following balances, included in the summary above, are denominated in the
functional currencies of the relevant entities:

British Pound

Botswana Pula

The majority of the Group’s cash and cash equivalents is denominated in the Group’s
functional currency and no significant risk concentrations exist outside South Africa.

The carrying amounts of cash and cash equivalents approximate their fair values at
the reporting date.

Restricted balances:

Cash and cash equivalents include restricted balances of R16.1 million
(2010: R12.2 million). Restricted cash balances consist of initial margin balances
with the JSE Limited which serve as collateral for derivative positions held at year-
end. This cash will only be accessible by the subsidiary company when the related
derivative positions are closed.

GROUP

2011 2010
R’000 R’000
253 532 261 464
186 832 448 452
440 364 709 916
440 364 709 916
(94 639) (964)
(7 639) (964)
(87 000) -
345 725 708 952
210 939

12 095 19690
41 4432
5523 3771
419 179 675 355
3316 5729
440 364 709 916
11 780 18920
41 4432

11 821 23352
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GROUP
2011 2010
22. Share capital

Authorised — ordinary shares

400,000,000 (2010: 400,000,000) ordinary shares of 10 cents each 40 000 40 000
Authorised — class A ordinary shares

18,130,000 (2010: 18,130,000) class A ordinary shares of 10 cents each 1813 1813
Issued and fully paid — ordinary shares

At beginning of year: 201,191,970 (2010: 201,183,898) ordinary shares of

10 cents each 20 119 20118

44,959 (2010: 8,072) ordinary shares of 10 cents each issued during the year to

management in terms of share appreciation rights scheme 5 1

At end of year: 201,236,929 (2010: 201,191,970) ordinary shares of

10 cents each 20 124 20119
During the year the Company issued 44,959 (2010: 8,072) ordinary shares of
10 cents each for R58.06 (2010: R42.58) per share in terms of the share appreciation
rights scheme.
Net treasury shares held by management share incentive trust

At beginning of year: 5,111,905 (2010: 6,758,105) ordinary shares of

10 cents each 511 676

Net treasury shares sold: 1,230,504 (2010: 1,646,200) ordinary shares of

10 cents each (123) (165)

At end of year: 3,881,401 (2010: 5,111,905) ordinary shares of 10 cents each 388 511
Net treasury shares held by subsidiary

At beginning and at end of year: 17,982,056 (2010: 17,982,056) ordinary shares

of 10 cents each 1798 1798

Integrated Report 2011 128 rioncer Foods



Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP
R’000 R’000
22. Share capital (continued)
Net listed ordinary share capital
Issued and fully paid ordinary shares 20124 20119
Net treasury shares held by management share incentive trust (388) (511)
Net treasury shares held by subsidiary (1 798) (1798)
17 938 17 810
20,000,000 (2010: 20,000,000) unissued ordinary shares are under control of the
directors until the next annual general meeting.
Issued and fully paid — unlisted class A ordinary shares of 10 cents each
At beginning of year: 10,408,650 (2010: 11,397,190) treasury shares held by
employee share scheme trust 1 041 1140
1,114,120 (2010: 988,540) bought back and cancelled (112) (99)
At end of year: 9,294,530 (2010: 10,408,650) treasury shares held by employee
share scheme trust 929 1041
Class A ordinary shares are not listed on the JSE Limited. These shares have full
voting rights, similar to those of ordinary shares.
Number Number
’000 ’000
23. Share-based payments
23.1 Management share incentive scheme
Number of shares made available
Unallocated under control of directors 612 608
Shares under option in terms of option scheme:
Number at end of year 3 269 4 504
Number at beginning of year 4 504 6 208
Redeemed (1 230) (1 646)
Expired (5) (58)
3 881 5112
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GROUP
2011 2010
Number Number
’000 ’000
23. Share-based payments (continued)
23.1 Management share incentive scheme (continued)
Number of options
At R8.65 per share, exercisable up to 26 May 2014 1241 1810
At R14.05 per share, exercisable up to 23 December 2014 754 995
At R21.86 per share, exercisable up to 24 January 2016 639 896
At R31.42 per share, exercisable up to 11 February 2017 323 421
At R25.00 per share, payable by 26 May 2014 312 382
3 269 4504
The weighted average share price at the exercise date, for share options exercised
during the year, was R57.10 (2010: R39.89).
The fair values were calculated using the Actuarial Binomial Option Pricing Model.
The principal assumptions for the last grant (during 2007) were as follows:
Number Number
Weighted average share price at grant date (cents per share) 1269 1269
Weighted average exercise price (cents per share) 1214 1214
Expected volatility 20.0% to 33.8% 20.0% to 33.8%
Expected life (years) 4to6 4106
Risk free rate 7.2% t0 9.7% 7.2%109.7%
Expected dividend yield 2.7% to 4.4% 2.7% 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.

The cost accounted for during the current year amounts to R320,000
(2010: R682,000).
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23.
232

Share-based payments (continued)

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.

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 five years

An employee is considered to be an “other leaver” in the event that termination takes
place within a period of five years for any reason other than that constituting a “good
leaver”, or an employee fails to adhere to the provisions of the scheme. The period of
five years ended at 31 January 2011, therefore subsequent to this date every leaver
will be regarded as a “good leaver”.

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 be
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” were purchased by the Company
at R0.01.

Reconciliation of number of class A ordinary shares
Balance at beginning of year

Good leavers — purchased by the Company

Other leavers — purchased by the Company

Balance at end of year

GROUP
2010
Number
10 408 650 11397 190
(961 170) (484 610)
(152 950) (503 930)
9 294 530 10 408 650
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GROUP
2010
23. Share-based payments (continued)
23.2 Broad-based employee share scheme (continued)
The estimated fair value of a class A ordinary share on 30 September 2011 was
R32.01 (2010: R21.36). The fair value per class A ordinary share was used to calculate
the total cost of the scheme in terms of /FRS 2 — Share-based Payments. The cost
accounted for during the current year amounts to R44,980,380 (2010: R48,015,171).
These fair values were calculated using the Actuarial Binomial Option Pricing Model.
The principal assumptions were as follows:
Ordinary share price at 30 September (cents per share) 5900 4760
Notional loan amount at 30 September (cents per share) 2 956 2792
Prime rate at 30 September 9.0% 9.5%
Expected volatility 14.8% to 25.4% 17.4% 10 28.1%
Expected duration to repay notional debt (years) Note 1 15.5
Expected dividend yield 3.0% 4.0%
Risk free rate 5.8% to 8.9% 6.1% 10 7.8%
Expected volatility was determined by calculating the volatility of a share price of
a similar JSE-listed entity 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” (per annum) Note 1 5%
Expected rate of “leavers” (including “other leavers”) (per annum) Note 1 10%
Note 1: All employees to have left the scheme by 2026 with an equal number leaving
each year.
23.3 Management share appreciation rights scheme
The Group adopted a share appreciation rights scheme for qualifying management
during the year ended 30 September 2008. The share appreciation rights vest over
a five-year period. Share appreciation rights that remain unexercised after a period of
ten years from the date of grant, expire.
The exercise of vested share appreciation rights entitles the employee to ordinary shares
in Pioneer Food Group Limited. This number of shares is calculated by dividing the
amount by which the share price, relating to the exercised share appreciation rights,
appreciated from grant date to exercise date, by the share price at the exercise date.
Number Number
’000 ’000
Number of share appreciation rights made available
Number at the beginning of year 4 427 1986
Expired/forfeited (11) (83)
Redeemed (84) (20)
New allocation at R34.74 per share - 2544
New allocation at R49.96 per share 321 -
Number at the end of year 4 653 4 427
Number of share appreciation rights
At R25.48 per share, exercisable up to 8 June 2018 1120 1163
At R24.20 per share, exercisable up to 26 February 2019 720 745
At R34.74 per share, exercisable up to 8 February 2020 2 493 2519
At R49.96 per share, exercisable up to 7 February 2021 320 -
4 653 4 427
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23. Share-based payments (continued)

23.3 Management share appreciation rights scheme (continued)
Share appreciation rights were granted on 8 February 2011 (2010: 9 February 2010)
at a strike price of R49.96 (2010: R34.74). Vesting takes place over a five-year
period with the first 20% of the share appreciation rights vesting on 8 February 2012
(2010: 9 February 2011).

The net estimated weighted average fair value per share appreciation right at
30 September 2011 is R10.87 (2010: R8.83). The fair value per share appreciation
right was used to calculate the total cost of the scheme in terms of /FRS 2 — Share-
based Payments. The cost accounted for in the current year amounts to R14,729,203
(2010: R12,518,700).

These fair values were calculated using the Actuarial Binomial Option Pricing Model.
The principal assumptions were as follows:

GROUP

2010
Number

Weighted average share price at grant date (cents per share) 3 480 3273
Expected volatility 22.0% to 30.9% 22.0% t0 30.9%
Expected dividend yield 2.0% to 4.1% 3.2%t0 4.1%
Risk free rate 7.0% to 8.9% 7.0% t0 8.9%
Expected life (years) 1to6 3106
Expected volatility was determined by calculating the volatility of the share price of
a similar JSE-listed entity in the food industry.
R’000 R’000
24. Other reserves

Statutory reserve (insurance captive) 4 463 4111
Fair value reserve 19 319 17 367
Foreign currency translation reserve 1445 (23 775)
Hedging reserve 4738 (31 999)
Equity compensation reserve 85 271 62 547

115 236 28 251

The statutory reserve relates to a wholly owned subsidiary of the Group and in-house
insurance company, Sasguard Insurance Company Limited. In terms of the Short-term
Insurance Act the subsidiary is required to retain certain minimum statutory reserves.

The fair value reserve relates to the difference between the fair value and book value of
investments in listed and unlisted shares, classified as available-for-sale financial assets.

The foreign currency translation reserve relates to exchange differences arising from
translation of foreign subsidiaries’ and joint ventures’ statements of comprehensive
income at average exchange rates for the year and their statements of financial position
at the ruling exchange rates at the reporting date if the functional currency differs.

The hedging reserve relates to the change in fair value of derivative financial
instruments. These derivative financial instruments include futures, forward exchange
contracts and interest rate derivatives.

Refer to note 52 for more detail.

The fair value of share options and share appreciation rights issued to qualifying
management are accounted for in the equity compensation reserve over the
respective vesting periods. The reserve is adjusted at each reporting date when the
entity revises its estimates of the number of share options and share appreciation
rights that are expected to become exercisable. It recognises the impact of the
revision of original estimates, if any, in profit or loss, with a corresponding adjustment
to this reserve for equity-settled plans.
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25.

Borrowings

Non-current

Secured financing
Syndicated and other

Unsecured financing

Total non-current

Current

Secured financing
Syndicated and other

Unsecured financing

Bank overdrafts

Call loans

Total current

Total borrowings
Refer to note 48 for further detail.

The level of borrowings is within the limits prescribed by the articles of association of
the Company and its subsidiaries.

During 2008 the Group obtained syndicated financing of R1,3 billion in the form
of bullet and amortising loans. These loans are secured by mortgages over certain
immovable properties with carrying values of R601,204,786 (2010: R558,304,838)
at year-end as well as notarial bonds over certain items of plant and equipment
with carrying values of R690,055,313 (2010: R757,092,381) at year-end. These
loan facilities are also secured by general notarial bonds over all movable assets of
Pioneer Foods (Pty) Limited, Ceres Fruit Juices (Pty) Limited, Continental Beverages
(Pty) Limited and Retail Brands Interafrica (Pty) Limited.

Short-term facilities utilised of R141,692,000 (2010: R84,040,227) are secured
by pledges over certain Group companies’ inventories, biological assets and trade
receivables (outstanding for less than 90 days). Per the syndicated financing
agreement, the carrying value of the specified inventories and trade receivables
should at all times, be at least twice the value of these facilities utilised. At year-
end inventories (including biological assets) and trade receivables pledged as
security for this purpose amounted to R2,391,962,676 (2010: R2,016,386,000) and
R1,557,671,245 (2010: R1,631,228,000) respectively.

The carrying values of borrowings approximate their fair values at the reporting date
and are denominated in the following currencies:

Euro

British Pound

Botswana Pula

US Dollar

SA Rand

Total

The following balances, included in the summary above, are denominated in the
functional currencies of the relevant entities:

British Pound
Botswana Pula

2011 2010
R’000 R’000
844 410 934722
4 589 11 436
848 999 946 158
237 351 153 043
16 398 15 477

7 639 964

87 000 -
348 388 169 484
1197 387 1115642
297 -

24 350 10 766

6 121 12 556

3 247 -
1163 372 1092 320
1197 387 1115 642
23 827 10 766

6 121 12 556

29 948 23 322
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26.

Deferred income tax

Balance at beginning of year

Charge in profit or loss

Foreign exchange translation adjustment

Rate change

Deferred income tax on foreign exchange contracts charged to equity
Deferred income tax on swaps and collars charged to equity

Deferred income tax on share-based payment of share appreciation rights

Deferred income tax on fair value adjustments of available-for-sale financial assets
charged to equity

Business combinations

Due to the following temporary differences:

Capital allowances, including trademarks

Inventories

Biological assets

Provision for post-retirement medical benefits and long-service awards
Leave accrual

Prepaid expenses

Provision for impairment of trade receivables

Rebates, growth incentives and settlement discount accruals
Assessed losses

Reinsurance commission received in advance

Fair value adjustments on available-for-sale financial assets
Allowance for credit notes

Deferred income

Derivative financial instruments

Share-based payments

Other

For the purpose of the statement of financial position deferred income tax is
presented as follows:

Non-current assets
Non-current liabilities

GROUP
R’000 R'000
516 474 488 558
57 844 24739
238 156
= 609
= 1021
10 303 6005
(10 285) (5311)
296 697
3104 -
577 974 516 474
700 323 623 532
(3192) (6 024)
48 951 40 350
(31 728) (30 550)
(33 809) (29 748)
6847 5723
(2 490) (1 201)
(18 391) (16 480)
(40 123) (24 573)
(606) (525)
2815 2520
(13 265) (11 725)
(6 227) (5992)
(1 501) (13 857)
(25 711) (11 301)
(3919) (3 675)
577 974 516 474
2639 2650
(580 613) (519 124)
(577 974) (516 474)
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27.
27.1

Provisions for other liabilities and charges
Post-retirement medical benefits

Balance at beginning of year

Interest cost

Actuarial (gain)/loss

Service cost

Payments

Post-retirement medical benefits

The amount recognised in the statement of financial position was determined
as follows:

Present value of unfunded obligations
Unrecognised actuarial gain

The historical present values for the previous three years of the unfunded obligation
were as follows:

2009 - R57,142,000
2008 - R55,200,000
2007 —R52,697,000

The Group expects to pay R4,290,000 (2010: R4,102,423) in terms of the post-
retirement medical benefit plan within the next 12 months.

Existing provisions are based on the following important assumptions:
Post-retirement medical benefits

Medical inflation rate: 7.3% (2010: 9.1%) p.a.

Investment rate of return: 8.1% (2010: 9.1%) p.a.

The date of the most recent actuarial valuation is 1 October 2011.

The effect of a 1% increase in the assumed health cost trend is as follows:
Increase in the defined benefit obligation
Increase in the aggregate of current service and interest cost

The effect of a 1% decrease in the assumed health cost trend is as follows:
Decrease in the defined benefit obligation
Decrease in the aggregate of current service and interest cost

GROUP

2011 2010
R’000 R'000
59 826 57 142
5292 5531
(2 434) 793
208 189
(4 453) (3 829)
58 439 59 826
54 655 58 410
3784 1416
58 439 59 826
5819 7265
511 710
5021 6027
439 585
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27.
27.2

27.3

Provisions for other liabilities and charges (continued)
Long-service awards

Balance at beginning of year

Interest cost

Actuarial loss

Service cost

Payments

Long-service awards

The amount recognised in the statement of financial position was determined
as follows:

Present value of unfunded obligations

Existing provisions are based on the following important assumptions:
Long-service awards

Discount rate: 8.1% (2010: 8.1%) p.a.

Salary increases: 7.3% (2010: 8.0%) p.a.

Normal retirement age: 60 (2010: 60) years

The date of the most recent actuarial valuation is 1 October 2011.

Total provision for other liabilities and charges
Consists of:

Post-retirement medical benefits

Long-service awards

For the purpose of the statement of financial position the total provision for other
liabilities and charges is presented as follows:

Non-current liabilities

Current liabilities

GROUP

2011 2010
R’000 R'000
49 279 25172
3972 2523
1124 22 461
6710 5620
(6 212) (6 497)
54 873 49279
54 873 49 279
58 439 59 826
54 873 49 279
113 312 109 105
113 312 109 105
113 312 109 105
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28.

Accrual for Competition Commission penalties
Balance at beginning of year

Accrued during the year

Amounts paid during the year

Unwinding of discount

For the purpose of the statement of financial position the accrual for Competition
Commission penalties is presented as follows:

Non-current liabilities

Current liabilities

Pioneer Foods and the Competition Commission (“the Commission”) agreed on
2 November 2010 to a full and final settlement on the bread, milling and other
investigations conducted by the Commission.

The salient provisions of the settlement agreement, which was approved by the
Competition Tribunal (“the Tribunal”) on 30 November 2010, are as follows:

1. Pioneer Foods will pay administrative penalties of R500 million to the Commission.
The Commission will pay this sum to the National Revenue fund.

2. Pioneer Foods has furthermore committed to a reduction in its gross profit,
amounting to R160 million when benchmarked against an agreed base period, in
respect of a selection of defined wheaten flour and bread products.

3. These figures exclude the administrative penalty of R195,718,614 imposed by the
Tribunal in the bread matter which was paid by Pioneer Foods in April 2010.

4. The settlement amount in paragraph 1 was provided for in the 2010 financial year
and became payable as follows:

R66,666,667 within five days of confirmation of the settlement agreement as
an order of the Tribunal (“the first payment date”), R216,666,667 on the first
anniversary of the first payment date and R216,666,667 on the second anniversary
of the first payment date. Payments have been discounted at a rate of 6.6%.

5. Pioneer Foods furthermore undertook not to reduce its committed cumulative
capital expenditure from 2010 to 2013 as a result of the settlement agreement,
and commits to increasing the capital expenditure by R150 million over the same
period. This R150 million commitment is included in the capital commitments at
30 September 2010 as disclosed in note 33.

GROUP

2011 2010
R’000 R'000
458 432 -
= 654 151
(66 667) (195 719)
25 857 -
417 622 458 432
202 140 391 765
215 482 66 667
417 622 458 432
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GROUP
2011 2010
29. Share-based payment liability
Balance at beginning of year 102 181 57 107
Share-based payment 44 980 48015
Dividends paid on class A ordinary shares (1 148) (2941)
146 013 102 181
30. Trade and other payables
Trade payables 1473 574 1315897
Accrued expenses 86 205 100 949
Related parties (refer to note 36) 5929 13 441
Deferred revenue 32 902 35078
Government grants 2420 3239
Value-added tax 2178 1357
Accrual for leave 123 664 113378
Accrual for 13th cheque 66 065 59 445
Other 78 607 89723
1871 544 1732507
The carrying amounts of the Group’s trade payables are denominated in the following
currencies:
Covered by means of foreign exchange contracts: 229 569 154 519
Euro 8 070 7 599
British Pound 489 1095
US Dollar 220 989 145 825
Other currencies 21 -
Uncovered: 1 244 005 1161378
Euro 5228 712
British Pound 39713 24 203
Botswana Pula 9072 5571
US Dollar 6 003 4245
SA Rand 1180 943 1125994
Other currencies 3 046 653
Total 1473 574 1315897
The following balances, included in the summary above, are denominated in the
functional currencies of the relevant entities:
British Pound 38 260 23069
Botswana Pula 9 072 5571
47 332 28 640

Other payables are mostly denominated in the Group’s functional currency and no
significant risk concentrations exist outside South Africa.
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31.
31.1

Financial risk management

Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including
interest rate risk, foreign exchange risk and price risk), credit risk and liquidity risk.
The Group’s overall risk management programme 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.

The board approved an overall decision-making framework in terms of which
financial risks are evaluated, managed and hedged by executive management.

(a) Market risk
(i) Interest rate risk
The Group’s interest rate risk arises from both financial assets and financial liabilities.

Financial liabilities exposed to interest rate risk include interest-bearing short- and
long-term borrowings, bank overdrafts and call loans. The Group only borrows at
variable interest rates. Borrowings issued at variable rates expose the Group to cash
flow interest rate risk. 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

Fixed rate

Total loans

Percentage of total loans:

Variable rate
Fixed rate
Total loans

Refer to note 48 for detail regarding interest rates.

Based on various scenarios the Group manages its interest rate risk by entering
into floating-to-fixed interest rate swaps, zero-cost interest rate collar contracts or
other applicable hedging instruments. The portion of interest-bearing borrowings to
be hedged is determined based on macro-economic factors. It is the Group’s policy to
hedge at least 50% of all its major interest-bearing borrowings for three years rolling
through appropriate hedging instruments. The main purpose of the Group’s hedging
strategy is to hedge the Group against a possible increase in interest rates; however,
the Group also contracts for sharing in the up-side of a possible decrease in interest
rates. Where such instruments qualify for hedge accounting, hedge accounting
principles are applied in accounting for these hedging instruments.

GROUP
2011 2010
R’000 R’000
1197 387 1115642
1197 387 1115 642
% %
100 100
100 100
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GROUP

2011
R’000

31.
31.1

Financial risk management (continued)

Financial risk factors (continued)

(a) Market risk (continued)

(i) Interest rate risk (continued)

Interest rate swaps have the economic effect of converting a portion of borrowings
from floating rates to fixed rates. Under the interest rate swap agreements, the Group
agrees with other parties to exchange, at specified intervals (primarily quarterly),
the difference between contracted fixed interest rates and floating interest rates
calculated by reference to agreed notional amounts.

A zero-cost interest rate collar contract is an instrument which combines the
purchase of a cap and the sale of a floor to specify a range in which an interest rate
will fluctuate. The instrument insulates the buyer against the risk of a significant
rise in a floating rate, but limits the benefits of a drop in that floating rate. Financing
costs are effectively “collared” between these upper and lower limits. Cash flows are
only settled, at specified intervals, if the benchmark rate was exceeded. Settlement
amounts are calculated by reference to the agreed notional amounts.

Financial assets exposed to interest rate risk include cash, short-term bank deposits,
loans to associates and joint ventures. The Group’s cash and cash equivalents are
placed with creditable financial institutions.

Cash and short-term bank deposits are invested at variable rates. At year-end
R186,832,053 (2010: R448,452,359) was invested at rates that varied from 4.0% to
5.8% (2010: 1.2% to 5.8%).

At year-end loans to joint ventures were granted interest free or at variable rates from
8.0% t0 9.0% (2010: 8.5% t0 9.5%).

(ii) Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to the Euro, US Dollar and
British Pound. Foreign exchange risk arises from future commercial transactions
denominated in foreign currencies, recognised assets and liabilities denominated
in foreign currencies and derivative financial instruments. Apart from the Group’s
exposure to trade receivables and payables denominated in foreign currencies, no
other financial assets or liabilities expose the Group to significant foreign currency risk.

The Group manages short-term foreign exchange exposure relating to trade imports
and exports, in terms of formal foreign exchange policies with prescribed limits.
Foreign exchange risk arising from capital imports is hedged in total by means of
foreign exchange contracts or other appropriate hedging instruments. On a case-
by-case basis, depending on potential profit or loss volatility caused by the fair value
movement of the derivative, management decides whether or not to apply hedge
accounting.

The Group has certain investments in foreign operations, whose net assets are
exposed to foreign currency translation risk. However, the Group’s exposure to this
risk is insignificant as the Group’s investments in foreign operations are not material.

Refer to note 52 for detail of foreign exchange contracts at year-end.

2010
R’000
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GROUP

2011
R’000

31.
31.1

Financial risk management (continued)

Financial risk factors (continued)

(a) Market risk (continued)

(iii) Price risk

The Group is exposed to price risk of equity securities due to investments held by
the Group that are classified on the consolidated statement of financial position as
‘available-for-sale financial assets’. To manage its price risk arising from investments
in equity securities, the portfolio is managed by three major professional fund
managers and investments are spread over a variety of industries in the market. The
Group’s investment in equity securities is not material.

The Group is further exposed to commaodity price risk. The risk arises from the Group’s
need to buy specific quantities and qualities of raw materials to meet its milling
requirements. These raw materials include wheat, maize, soya beans, sorghum,
barley and oats.

The Group uses exchange-for-physical contracts, options and futures to hedge
itself against the price risk of these commodities. These contracts hedge the future
purchase price of raw materials. Settlement of the physical contracts and local futures
are effected by physical delivery. To the extent that commaodity forward contracts

and futures qualify for hedge accounting under /AS 39 — Financial Instruments:

Recognition and Measurement, the effective portion of the movement in fair values
of these derivatives are accounted for as cash flow hedges in equity. Any ineffective
portion is recognised in profit or loss.

Commodities are hedged in terms of a formal procurement policy which includes
a raw material procurement hedging policy, pricing options and exposure limits,
approved by the board of directors. The policy is regularly reviewed by the
procurement committee under chairmanship of the managing director. The policy is
sufficiently flexible to allow management to rapidly adjust hedges following possible
changes in raw material requirements.

Refer to note 52 for detail of commodity instruments at year-end.

(iv) Sensitivity analysis

The following information summarises the impact on post-tax profit and equity of
changes in market risks relating to the Group’s financial instruments exposed to
foreign currency risk, interest rate risk and price risk.

Change in foreign currency

Derivative financial instruments affected by changes in exchange rates include
foreign exchange contracts. The summary below reflects the results of an expected
change in US Dollar of 6.0% (2010: 9.0%), British Pound of 5.0% (2010: 11.0%),
Botswana Pula of 1.0% (2010: 1.0%), Euro of 8.0% (2010: 4.0%) and Swedish
Kronen of Nil% (2010: 4.0%), with all other variables held constant.

2010
R’000
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GROUP

2011 2010
R’000 R’000

31. Financial risk management (continued)
31.1 Financial risk factors (continued)
(a) Market risk (continued)
(iv) Sensitivity analysis (continued)
Change in foreign currency (continued)
Rand depreciates against foreign currencies
— Increase/(decrease) in profit after tax

Trade receivables 3 476 4816
Trade payables (10 706) (1009)
Cash and cash equivalents 15 3
Derivative financial instruments not earmarked for hedging 13 852 19 662
Borrowings (176) -

6 461 23 472

If the SA rand appreciates against these currencies it will have an opposite effect on
reserves of the same amount.

Change in interest rate
The summary below reflects the results of an expected change in the prime interest
rate of 1.0% (2010: 0.5%) with all other variables held constant.

Interest rate increases
— Increase/(decrease) in profit after tax

Short-term bank deposits 3113 772
Interest-bearing borrowings (9 063) (3739

— Decrease in equity after tax
Derivative financial instruments earmarked for hedging - (2 489)
(5 950) (5 456)

If the prime interest rate decreases it will have an opposite effect on profit after tax of
the same amount for financial instruments other than interest rate swaps and collars.

Derivative financial instruments affected by changes in the interest rate include
interest rate swaps and interest rate collars. The effect of a decrease in the
prime interest rate of 1.0% (2010: 0.5%) on these derivative financial instruments
will result in an:

— Increase in equity after tax
Derivative financial instruments earmarked for hedging - 4723

- 4723

Change in commodity prices

Derivative financial instruments affected by changes in the commodity prices relate
to futures and options. The following summary reflects the results of an expected
change in the wheat price of 1.0% (2010: 2.0%) and a change in the maize price of
1.0% (2010: 1.0%), with all other variables held constant.
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31.
31.1

Financial risk management (continued)
Financial risk factors (continued)
(a) Market risk (continued)
(iv) Sensitivity analysis (continued)
Change in commodity prices (continued)
Commaodity price increases
— Increase in profit after tax
Derivative financial instruments
— Increase in equity after tax
Derivative financial instruments earmarked for hedging

If these prices would decrease it will result in a decrease in reserves of the same amount.

Change in security prices

Available-for-sale financial assets relate to investments in securities. The summary
below reflects the results of an expected change in the security prices of 13.0%
(2010: 14.0%), with all other variables held constant.

Security prices increase
— Increase in equity after tax
Available-for-sale financial instruments

If these prices would decrease it will result in a decrease in reserves of the same amount.

(b) Credit risk

Financial assets that potentially subject the Group to a concentration of credit risk
consist principally of cash and cash equivalents, derivative financial instruments and
deposits with financial institutions, as well as credit exposure to trade receivables,
including outstanding receivables and committed transactions.

The Group’s credit risk exposure relating to cash and cash equivalents, derivative
financial instruments and deposits with financial institutions is managed on
a Group level. Cash equivalents and short-term deposits are placed with a limited
group of creditable financial institutions, all of which have F1 to F2 short-term fitch
credit ratings.

The Group’s credit risk exposure relating to trade receivables is managed on
a decentralised basis. Trade receivables are subject to credit limits, control and
approval procedures. The credit quality of customers is assessed, taking into account
its financial position, past experience with the customer and other factors when
approving new customers and determining or revising individual credit limits. The
utilisation of credit limits is regularly monitored.

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.

The maximum exposure to credit risk is represented by the carrying amount of each
financial asset in the statement of financial position as well as financial guarantees of
R73,036,244 (2010: R99,343,843) issued.

2011 2010
R’000 R’000
65 134
2208 2606
2273 2740
3 797 3241
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31.
31.1

31.2

Financial risk management (continued)

Financial risk factors (continued)

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable
securities, the availability of funding through an adequate amount of committed
credit facilities and the ability to close out market positions.

The Group manages its liquidity risk by using reasonable and retrospectively assessed
assumptions to forecast the future cash-generating capabilities and working capital
requirements of the businesses it operates and by maintaining sufficient reserves,
committed borrowing facilities and other credit lines as appropriate. The Group’s
policy has been to maintain substantial unutilised banking facilities and reserve
borrowing capacity as well as significant liquid resources.

Surplus cash held by Group treasury over and above the balance required for working
capital management is invested in interest-bearing money market deposits with
sufficient liquidity to provide sufficient head-room as determined by the above-
mentioned forecasts. At the reporting date, the Group held short-term bank deposits
of R186,832,053 (2010: R448,452,358).

At year-end the Group has borrowing facilities in the form of committed borrowings
as well as overnight facilities at the four major South African banks. Sufficient
collateral in the form of inventory, biological assets, trade receivables and property,
plant and equipment are provided as security for the debt. The Group also has the
option to repay long-term debt as excess cash flow is available, without incurring
any penalties.

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

Refer to note 53 for a maturity analysis that analyses the Group’s non-derivative
financial liabilities into relevant maturity groupings based on the remaining period
at the reporting date to the contractual maturity date. Derivative financial liabilities
are included in the analysis if their contractual maturities are essential for an
understanding of the timing of the cash flows.

Capital risk management

For capital management purposes the current level of capital in the Group is defined
as the difference between the total assets and total liabilities of the Group. The capital
employed is managed on a basis that enables the Group to continue operating as
a going concern in order to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

The Group monitors capital on the basis of the debt to equity ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total
borrowings (including current and non-current borrowings and bank overdrafts as
disclosed in the consolidated statement of financial position) less cash and cash
equivalents. Total capital is calculated as capital and reserves attributable to owners
of the parent as shown in the consolidated statement of financial position.

The main focus of the Group’s capital management is to ensure liquidity, in the form
of short-term borrowing facilities, in order to have sufficient available funding for the
Group’s working capital requirements.

GROUP
2011 2010
R’000 R’000
3 941 597 3828700
(757 023) (405 726)
3 184 574 3422974
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2011
R’000

31.
31.3

Financial risk management (continued)

Fair values

Effective 1 October 2009 the Group adopted the amendment to /FRS 7 — Financial
Instruments: Disclosures for financial instruments that are measured at fair
value in the statement of financial position. This requires disclosure of fair value
measurements by level of the following fair value measurement hierarchy:

e Level 1 — Fair value measurements derived from quoted prices (unadjusted) in
active markets for identical assets or liabilities.

e Level 2 — Fair value measurements derived from inputs other than quoted prices
included within level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).

e |Level 3 —Fair value measurements derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

The fair value of financial instruments traded in active markets (such as publicly
traded derivatives and available-for-sale securities) is based on quoted market prices
at the reporting date. A market is regarded as active if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry group, pricing service,
or regulatory agency, and those prices represent actual and regularly occurring
market transactions on an arm’s length basis. The quoted market price used for
financial assets held by the Group is the current bid price. The appropriate quoted
market price for financial liabilities is the current ask price. These instruments are
included in level 1. Instruments included in level 1 comprise primarily of JSE-listed
equity investments classified as available-for-sale.

The fair value of financial instruments that are not traded in an active market
(for example, over-the-counter securities) is determined by using valuation
techniques. These valuation techniques maximise the use of observable market data
where it is available and rely as little as possible on entity specific estimates. If all
significant inputs required to fair value an instrument are observable, the instrument
is included in level 2.

The Group uses a variety of methods that make assumptions that are based on market
conditions existing at the reporting date. Quoted market prices or dealer quotes for
similar instruments are used for long-term debt instruments. Other techniques, such
as estimated discounted cash flows, are used to determine the fair value for the
remaining financial instruments. The fair values of interest rate swaps and collars
are calculated as the present value of the estimated future cash flows. The fair value
of foreign exchange contracts is determined using quoted forward exchange rates at
the reporting date.

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

2010
R’000
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GROUP
R’000 R’000
31.  Financial risk management (continued)
31.3 Fair values (continued)
The fair value of financial liabilities for disclosure purposes is estimated by discounting
the future contractual cash flows at the current market interest rate that is available
to the Group for similar financial instruments. The fair values of long-term investments
and long-term borrowings are not materially different from the carrying amounts.
Refer to note 55 for detail on fair value measurements by level of fair value
measurement hierarchy.
32. Contingent liabilities
Guarantees in terms of loans by third parties to contracted service providers 73 036 99 344
Other guarantees 250 549
Share of items of joint ventures 1054 5890
Third-party claims 1 546 881
75 886 106 664

Litigation

Land claims

Regional Land Claim Commissioners acknowledged claims against the land of
a Group company, in terms of the provisions of sections 2 and 11 of the Restitution of
Land Rights Act of 1994 (as amended), during 2007.

The valuations of the Commissioners were accepted for the two farms involved and
negotiations with the Commissioners regarding the proposed sale for R10.5 million
are ongoing. 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.

Dispute with egg contract producers
As previously reported, six contract egg producers are proceeding with their claims in
the Western Cape High Court: Cape Town.

Pioneer Foods filed pleas to all these claims and in four of these claims counter claims
have been filed to recover damages suffered by Pioneer Foods as a result of breach
of contract by the contract producers.

All six these matters have been set down for trial in the Cape High Court from
Monday, 5 March 2012. The court will in all likelihood not hear all six matters
simultaneously, but will direct a specific order in which the matters are to be heard.

Management remains convinced, based on legal advice regarding the merits of the
claims against the Group, that the Group will not incur any material liability in respect
of this matter.

Dispute with broiler farms and breeder farms

Several breeder farms and broiler farms (five in total) have also now filed claims
against Pioneer Foods for the alleged breach of the terms of their supply agreements
with Pioneer Foods.

Only letters of demand have been received thus far and these claims should eventually
be finalised by means of arbitration. Although a date for the arbitration has not yet
been finalised the arbitration will in all likelihood take place in the latter part of 2012.

Based on legal advice regarding the merits of these claims and at this early stage of
the proceedings, management is convinced that the Group will not incur any material
liability in respect of these matters.
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33. Commitments

33.1 Operating lease commitments
Not later than 1 year
Later than 1 year, but not later than 5 years
Later than 5 years

The Group leases various retail outlets, offices and warehouses under non-
cancellable operating lease agreements. The lease terms are between five and ten
years, and the majority of lease agreements are renewable at the end of the lease
period at market rates.

The Group also leases various items of plant and machinery under cancellable
operating lease agreements. The Group is required to give a six-month notice for
the termination of these agreements. The lease expenditure charged to profit or loss
during the year is disclosed in note 3.

33.2 Operating lease receivables

The future aggregate minimum lease payments receivable under non-cancellable
operating leases are as follows:

Not later than 1 year
Later than 1 year, but not later than 5 years

33.3 Future capital commitments
Contractually committed
Approved by the board, but not yet contractually committed
— for next financial year
— for year following next financial year
Share of items of joint ventures

Allocated as follows:
Property, plant and equipment

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

GROUP
2011 2010
R’000 R’000
49 080 43715
88 738 89 055
22 873 1593
160 691 134 363
558 2344
414 907
972 3 251
607 985 627 417
163 860 674 399
163 860 324 688
= 349 711
29 155 47 895
801 000 1349 711
801 000 1349 711

Integrated Report 2011 148 rioncer Foods




Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

2011 2010
34. Retirement benefits
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.
35. Government grants
Cumulative amounts received 7 661 7 661
Cumulative amounts amortised (5 241) (4 422)
Receipts deferred 2420 3239
The Group obtained and deferred as income a government grant of Rnil
(2010: R171,242). The Group benefits from such assistance for capital expenditure.
36. Related-party transactions
During the financial year the Company and its subsidiaries conducted the following
transactions with joint ventures, associates, parties exercising significant influence
and key management personnel.
Sale of goods
Key management personnel - 8 053
Joint ventures 211 733 165 162
Associates 36 493 36 592
Parties exercising significant influence 28 877 27 871
Rendering of services
Joint ventures 979 -
Purchase of goods
Key management personnel - 5464
Joint ventures 26 477 15782
Associates 42 485 45788
Parties exercising significant influence 66 538 46 385
Services bought
Joint ventures 5716 -
Net interest received
Joint ventures 1483 1637
Key management personnel compensation
Salaries and other short-term employee benefits 131 503 134127
Post-employment benefits 12 361 10 584
Other long-term benefits 1030 1191
Share-based payments 50 243 12078
195 137 157 980
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GROUP
2011 2010
36. Related-party transactions (continued)
Year-end balances arising from sales/purchases of goods/services
Receivable from related parties
Joint ventures 42 276 27 757
Associates 4 385 3068
Parties exercising significant influence 2 523 10740
49 184 41 565
Payable to related parties
Joint ventures 2 583 2146
Associates 2 864 8 581
Parties exercising significant influence 482 2714
5929 13 441
Loans to related parties
Loans to joint ventures
Beginning of year 17 871 35 466
Loans advanced during the year 78 415 65 061
Loan repayments received (80 525) (84 748)
Interest charged 2 239 2212
Interest received (756) (576)
Fair value adjustment - 456
End of year 17 244 17 871
Above-mentioned amounts represent the Group’s proportionate share.
37. Net cash profit from operating activities
Profit before income tax 1 049 846 619 665
Adjusted for:
Depreciation 301 529 298 422
Impairment of property, plant, equipment and intangible assets 7 858 24197
Net profit on disposal of property, plant, equipment and intangible assets (5 368) (11 830)
Net profit on disposal of available-for-sale financial assets (1 651) (1783)
Net profit on disposal of subsidiary - (293)
Unrealised (profits)/losses on foreign exchange contracts and on foreign exchange
differences (2 232) 6317
Fair value adjustment on interest rate swaps and collars (2) (814)
Fair value of embedded derivative financial instruments (135) 181
Fair value of commodity futures and options 487 -
Change in provision for impairment of trade receivables 1130 3077
Change in allowance for outstanding credit notes 5 580 (4 276)
Share-based payments 60 029 61216
Changes in provisions for post-retirement medical benefits and long-service awards 5 608 37117
Accrual for Competition Commission penalties - 458 432
Biological non-current asset adjustments 78 (2 839)
Dividends received (1136) (2 071)
Interest received (18 039) (31 362)
Interest paid 160 006 156 597
Share of profit of associated companies (267) (92)
1563 321 1609 861
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R’000 R’000
38. Working capital changes
(Increase)/decrease in inventory (373 831) 44 006
Increase in trade and other receivables (173 641) (130 111)
Increase in trade and other payables 147 792 230172
Increase in current biological assets (13 636) (35 900)
Changes to derivative financial instruments (assets and liabilities) (22 780) (2 694)
Provisions paid (10 665) (10 326)
(446 761) 95147
39. Dividends paid to Group ordinary shareholders
Amounts unpaid at beginning of year (495) (147)
As disclosed in statement of changes in equity (71 569) (157 940)
Dividends declared to ordinary shareholders (80 488) (179 054)
Dividends received on treasury shares of share incentive trusts 1726 5110
Dividends received on treasury shares of subsidiary 7 193 16 004
Amounts unpaid at end of year 413 495
(71 651) (157 592)
40. Income tax paid
Amounts unpaid at beginning of year (4 876) 7 540
As disclosed in profit or loss (262 045) (358 573)
Income tax effect of disposal of shares of management share incentive scheme (1 486) (1633)
Hedging reserve — reversal of previous year income tax to profit or loss 377 (4 866)
Hedging reserve — income tax current year (4 361) (377)
Amounts unpaid at end of year 10 867 4 876
(261 524) (353 033)
41.  Proceeds on disposal of property, plant, equipment and
intangible assets
Book value of property, plant, equipment and intangible assets 28 342 29759
Net profit on disposal of property, plant, equipment and intangible assets 5 368 11830
33710 41589
42. Proceeds on disposal of available-for-sale financial assets
Book value of available-for-sale financial assets 3170 2954
Net profit on disposal of available-for-sale financial assets 1651 1783
4 821 4737
43. Disposal of subsidiaries
Effect on movement of:
Property, plant and equipment - 3207
Net profit on disposal of subsidiaries - 293
Total proceeds - 3500

Integrated Report 2011 1 51

Pioneer Foods




Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP
2011 2010
44. Business combinations
Effect on movement of:
Property, plant and equipment 121 825 100 378
Intangible assets - 14 200
Goodwill 41 279 259
Inventories 2 955 30275
Biological assets (current) 8 866 -
Trade and other receivables - 4
Deferred income tax (3 104) -
Trade and other payables (645) (424)
171 176 144 692
Refer to note 47 for further detail.
45. Segment information

Management has determined the operating segments based on the reports reviewed
on a regular basis by the chief operating decision-maker (“CODM”) in order to make
strategic decisions.

Operating segments are divided into the following:
Sasko

Agri Business

Bokomo Foods

Ceres Beverages

Unallocated

Sasko includes products such as wheaten flour, maize meal, rice, pasta, bread, the
foreign African businesses and the business of Bowman Ingredients. Agri Business
includes eggs, broilers and animal feeds. Bokomo Foods include breakfast cereals,
dried fruit and other fast moving consumer goods and the Heinz Foods SA and
Bokomo Foods (UK) businesses. Ceres Beverages include fruit juices, fruit concentrate
mixtures and carbonated soft drinks.

The segment results disclosed per segment below is the CODM’s measure of each
segment’s operational performance. The measure represents adjusted operating
profit before items of a capital nature, after non-controlling interest before income
tax and includes dividend income.

External revenue and all other items of income, expenses, profits and losses reported
in the segment report is measured in a manner consistent with that in the statement
of comprehensive income.

Segment assets consist of property, plant and equipment, intangible assets,
inventories, biological assets, trade and other receivables and derivative financial
instrument assets and exclude cash and cash equivalents, available-for-sale financial
assets, loans to joint ventures, investment in associates, deferred and current income
tax assets and loans receivable.

Segment liabilities consist of trade and other payables, provisions for other liabilities
and charges, share-based payment liabilities and derivative financial instrument
liabilities, and exclude borrowings, current and deferred income tax liabilities, loans
to joint ventures and dividends payable.

Segment capital expenditure consists of additions and replacements of property,
plant, equipment and intangible assets.

Unallocated amounts include non-qualifying operating segments.
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45.

Segment information (continued)
Segment revenue

Sasko

Agri Business

Bokomo Foods

Ceres Beverages

Less: Internal revenue
Sasko
Agri Business
Bokomo Foods
Ceres Beverages

External revenue
Sasko
Agri Business
Bokomo Foods
Ceres Beverages

Operating profit/(loss) before items of a capital nature

Sasko

Agri Business
Bokomo Foods
Ceres Beverages
Unallocated

Add: Dividend income
Unallocated

Less: Non-controlling interest (before income tax)
Bokomo Foods

Adjusted operating profit/(loss) before items of a capital nature

Sasko

Agri Business
Bokomo Foods
Ceres Beverages
Unallocated

GROUP

R’000 R'000

17 106 896 15 934 236
9 054 624 8314 068
2714 605 2 453 181
2 760 266 2683248
2 577 401 2 483739
(253 771) (202 914)
(167 471) (117 659)
(29 397) (29 335)
(40 048) (36 275)
(16 855) (19 645)
16 853 125 15731 322
8887 153 8196 409
2 685 208 2423 846
2720218 2 646 973
2 560 546 2 464 094
1191 249 753 028
857 468 327 470
109 217 136 943
216 441 230 655
132 009 165 247
(123 886) (107 287)
1136 2071

(1 907) (1572)
1190 478 753 527
857 468 327 470
109 217 136 943
214 534 229 083
132 009 165 247
(122 750) (105 216)
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GROUP

2011 2010
R’000 R’000

45. Segment information (continued)

A reconciliation of the adjusted operating profit before items of a capital
nature to operating profit before income tax is provided below:

Adjusted operating profit before items of a capital nature per segment report 1190 478 753 527
Adjusted for:
Items of a capital nature (839) (10 291)
Interest income 18 039 31362
Finance costs (160 006) (156 597)
Share of profit of associated companies 267 92
Non-controlling interest before income tax added back 1907 1572
Profit before income tax per statement of comprehensive income 1 049 846 619 665
Total segment assets 9 315 276 8069 872
Sasko 3 846 117 3303029
Agri Business 1 446 351 1085 381
Bokomo Foods 2176 075 1901 479
Ceres Beverages 1682 149 1533872
Unallocated 164 584 246 111

A reconciliation of the segments’ assets to the Group’s assets is
provided below:

Segment assets per segment report 9 315 276 8069 872
Adjusted for:
Loans to joint ventures 25 094 28 204
Investment in associates 4815 7031
Available-for-sale financial assets 43 612 39079
Loans receivable 19 990 16 931
Current and deferred income tax assets 13 864 6194
Cash and cash equivalents 440 364 709 916
Total assets per statement of financial position 9 863 015 8 877 227
Total segment liabilities 2 558 931 2 465 237
Sasko 1263 316 1204 326
Agri Business 270 940 261240
Bokomo Foods 377 451 361 081
Ceres Beverages 405 761 375817
Unallocated 241 463 262 773

A reconciliation of the segments’ liabilities to the Group’s liabilities is
provided below:

Segment liabilities per segment report 2 558 931 2 465 237
Adjusted for:
Non-current and current borrowings 1197 387 1115642
Current and deferred income tax liabilities 602 705 527 544
Loan to joint venture 7 850 10 333
Dividends payable 413 495
Total liabilities per statement of financial position 4 367 286 4119 251
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45.

Segment information (continued)
Total segment capital expenditure (excluding business combinations)
Sasko
Agri Business
Bokomo Foods
Ceres Beverages
Unallocated

Total segment capital expenditure (business combinations)
Sasko
Agri Business
Ceres Beverages

Total segment depreciation and amortisation
Sasko
Agri Business
Bokomo Foods
Ceres Beverages
Unallocated

Items of a capital nature per segment
Profit/(loss) on disposal of property, plant and equipment before income tax
Sasko
Agri Business
Bokomo Foods
Ceres Beverages
Unallocated

Profit on available-for-sale financial assets and subsidiaries before income tax
Unallocated

Impairment of property, plant, equipment and intangible assets before income tax
Bokomo Foods
Ceres Beverages

ltems of a capital nature before income tax
Income tax effect
Items of a capital nature after income tax

GROUP
2011 2010
R’000 R'000
814 566 750 983
325 223 211573
91 186 88 407
178 295 192 230
171 766 180 967
48 096 77 806
163 104 114 837
= 6 527
163 104 83810
= 24 500
301 529 298 422
121 839 124 865
34936 24 280
61644 61636
47 133 60 673
35977 26 968
5368 11830
6422 316
(456) (888)
(1 683) 12 282
1164 (19)
(79) 139
1 651 2076
(7 858) (24 197)
(3 306) (17 984)
(4 552) (6213)
(839) (10 291)
3402 8476
2563 (1815)
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45.

Segment information (continued)
Other material items of income or expenses per segment
Inventory written-off per segment

Sasko

Agri Business

Bokomo Foods

Ceres Beverages

Share-based payments per segment
Sasko
Agri Business
Bokomo Foods
Ceres Beverages
Unallocated

Competition Commission penalties per segment
Sasko

Geographical information

The Group mainly operates in South Africa. Other operations are located in Africa with
one subsidiary in the United Kingdom. Due to the immaterial extent of operations in
individual foreign countries in relation to South Africa, these foreign countries were
grouped together as a single geographical segment.

Revenue derived by Group companies domiciled in the Republic of South Africa
are classified as revenue from South Africa. Revenue derived by Group companies
domiciled in other countries is disclosed as foreign revenue. The same principles
apply to segment assets and capital expenditure.

Segment revenue
South Africa
Foreign countries

Less: Internal revenue
South Africa
Foreign countries

External revenue
South Africa
Foreign countries

Total segment non-current assets
South Africa
Foreign countries

Total segment capital expenditure (excluding business combinations)
South Africa
Foreign countries

Total segment capital expenditure (business combinations)
South Africa
Foreign countries

GROUP

2011 2010
R’000 R'000

140 004 138 782
45 748 31489

15 562 14716

48 903 50 787

29 791 41790

60 029 61216

30 134 30 459

9 291 8 858
9528 9708
3694 4797

7 382 7394

= 654 151

17 020 022 15 863 496
16 359 014 15 286 875
661 008 576 621
(166 897) (132 174)
(166 897) (132 174)
16 853 125 15731 322
16 192 117 15 154 701
661 008 576 621

5 037 760 4 365 205
4831894 4224730
205 866 140 475
814 566 750 983
761 137 720 684
53 429 30 299
163 104 114 837
163 104 108 589

= 6248
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for the year ended 30 September 2011 (continued)

GROUP
2011 2010
R’000 R’000
45. Segment information (continued)
Information regarding major customers
During the period under review, revenue from certain customers exceeded 10% of
Group revenue:
Customer A 2 877 060 2658 160
Customer B 1905 381 1741 507
Revenue from these customers is reported within all operating segments except
unallocated.
46. Events after the reporting period

Dividend

Afinal dividend of 40 cents (2010: Nil cents) per ordinary share has been declared for
the year. Refer to note 10. This will only be reflected in the statement of changes in
equity for the next reporting period.

Proposed Broad-based Black Economic Empowerment (“B-BBEE”) transaction
Shareholders are referred to the cautionary announcement published on
4 August 2011 and an update on this matter on 19 September 2011.

The Company concluded a B-BBEE transaction with its employees in 2006 which
effectively equated to 10% black ownership of the Company at the time. Pioneer
Foods now proposes to increase and broaden the black ownership of the Company to
include a broad-based educational and community trust, strategic B-BBEE partners
and black members of the board of the Company (“proposed B-BBEE transaction”).

The proposed B-BBEE transaction will be implemented by way of vendor and third-
party finance, pursuant to which the B-BBEE shareholders will acquire a direct equity
interest in the Company of approximately 13.5% at market related values. Third-party
BEE parties will be issued 8.5% and a broad-based educational and community trust
approximately 5%. Finalisation of funding is at an advanced stage.

Following the implementation of the proposed B-BBEE transaction, the Company will
have an effective black ownership of about 18% (including the initial Pioneer Foods
employees’ scheme) as measured in terms of the DTl Codes of Good Practice on
B-BBEE.

The proposed B-BBEE transaction will be subject to various conditions including
shareholder approval. Further details including salient dates and the pro forma
financial effects will be announced in due course, once finalised.

Other events

No other events that may have a material effect on the Group occurred after the
end of the reporting period and up to the date of approval of the annual financial
statements by the board.
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for the year ended 30 September 2011 (continued)

47.
47.1

47.2

Business combinations

Mynsar poultry farm

The assets and liabilities of this business were acquired on 1 November 2010 and
can be summarised as follows:

Fair value

Land and buildings

Plant and equipment

Goodwill

Vehicles

Current biological assets

Inventory

Trade and other payables

Deferred income tax

Purchase consideration - settled in cash

Carrying value

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

Contribution since acquisition:
Revenue
Operating profit before finance cost and income tax

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

Revenue

Operating profit before finance cost and income tax

Tonko abattoir

The assets and liabilities of this business were acquired on 1 February 2011 and can
be summarised as follows:

Fair value

Land and buildings

Plant and equipment

Goodwill

Vehicles

Inventory

Current biological assets

Trade and other payables

Purchase consideration - settled in cash

Carrying value

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

Contribution since acquisition:
Revenue
Operating loss before finance cost and income tax

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

Revenue

Operating loss before finance cost and income tax

2011
R’000

6 650
14 812
11 279
363

4 466
698
(261)
(3 104)

GROUP

2010
R’000

34 903

1434

1565

38 275
59 169
30 000
2556
2257
4 400
(384)

136 273

141 514
(10 441)

212 271
(15 662)
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for the year ended 30 September 2011 (continued)

Interest rate
Year of at year-end

redemption

(%)

48. Borrowings
48.1 Secured financing
Syndicated loans:

Quarterly payments (amortising loans) 2013 7.1-7.3

Instalments from R6,151,650 to R15,342,484
(2010: R6,193,204 to R15,446,191).

Quarterly payments (bullet loans) 2013 7.3-7.4

Instalments (interest only) from R2,739,349
to R5,456,260 (2010: from R2,915,116 to
R5,807,795).

Secured by mortgages over immovable property,
special notarial bonds over specific items of
property, plant and equipment and general notarial
bonds over all movable assets of specific Group
subsidiaries. Refer to note 25 for further detail.

Other loans:

Monthly payments 2012
Instalment of R134,943 (2010: R10,813).

Secured by mortgages over land and buildings of

Plot 10, Brakwater which had a carrying value of

R29 million at year-end.

Monthly payments 2012
Instalment of R275,400 (2010: R268,927).

Secured by mortgage bonds over plot 22031,

Gaborone West, extension 13, over plot 31425,

Gaborone and a first mortgage bond over portion 1

of the Kees farm No 5 Mr, Tuli Block. All movable

assets, including inventories and trade and other

receivables, of this foreign joint venture are

encumbered by a deed of hypothecation.

Semi-annual payments 2013
Instalment of R1,577,288 (2010: R1,462,188).

Secured by a charge over specific freehold assets
of the subsidiary company.

Monthly payments 2016
Instalment of R233,161 (2010: Rnil).

Secured by a charge over specific assets of the

subsidiary company.

Quarterly payments 2013
Instalment of R16,196,460 (2010: Rnil).

Secured by special notarial bonds over specific

items of property, plant and equipment and general

notarial bonds over all movable assets of specific

Group subsidiaries. Refer to note 25 for further

detail.

8.4

8.5

2.8

2.7

7.3

GROUP

2010
R’000

1081 761 1087 765
319 368 462 827
602 648 602 690
13 368 1002
2 550 10 480
9148 10 766
14 679 -
120 000 -
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for the year ended 30 September 2011 (continued)

GROUP
Interest rate
Year of at year-end 2010
redemption (%) R’000

48. Borrowings (continued)

48.2 Unsecured financing 20 987 26 913
Loans 5 339 9964
Variable interest rates with no fixed terms of
repayment.

Loans 11 360 11 360
Interest-free loans with no fixed terms of repayment.
Quarterly payments (bullet loans) 2019 8.0 4 288 5589
Instalments interest only.
Total amount owing 1102 748 1114678
Portion of liabilities payable within one year
included in current liabilities (253 749) (168 520)
Secured financing

Syndicated and other (237 351) (153 043)
Unsecured financing

Loans (16 398) (15 477)

848 999 946 158
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for the year ended 30 September 2011 (continued)

GROUP
Name of Subsidiary Country of Issued share capital Percentage
(Pty) Ltd (except where indicated otherwise) incorporation of subsidiary interest
2010 2010
R %
cated otherwise)
49. Interest in subsidiaries and loans to joint ventures
49.1 Subsidiaries
49.1.1 Manufacturing
Belso’s Holdings Ltd United Kingdom GBP1 GBP1 100 100
Belso’s Properties Ltd United Kingdom GBP1 GBP1 100 100
Belso’s (UK) Cereals Ltd United Kingdom GBP1 GBP1 100 100
Bokomo Foods (UK) Ltd United Kingdom GBP3 000 120 GBP2 500 120 100 100
Bokomo Uganda Uganda UShs335 400 500 UShs335 400 500 100 100
Bokomo Zambia Ltd Zambia
— Ordinary shares K1 800 000 K1 800 000 100 100
— Preference shares K200 000 K200 000 100 100
Ceres Fruit Juices South Africa 100 000 100 000 100 100
Continental Beverages South Africa 1000 1000 100 100
Grain Health Foods (UK) Ltd United Kingdom GBP1 GBP1 100 100
Maitland Vinegar Works South Africa 460 593 460 593 74.8 74.8
Pioneer Foods South Africa 252 252 100 100
Retail Brands Interafrica South Africa 1000 1000 100 100
Sasko Pasta South Africa 1000 1000 100 100
Sosoy South Africa 4 400 000 - 100 -
49.1.2 Properties and letting
Saslink Leasing South Africa 1 1 100 100
Sasned South Africa 2 2 100 100
49.1.3 Investments
Ceres Fruit Juices Investment
Holdings South Africa 200 200 100 100
Ceres Investment Company South Africa 195 000 195 000 100 100
Pioneer Foods Holdings Ltd South Africa 220 220 100 100
49.1.4 Services
Sasguard Insurance Company Ltd South Africa 30 000 30 000 100 100

Notes:

# Dormant at 30 September 2011.
&  This legal entity became a wholly owned subsidiary during the year. Subsequent to that this legal entity became dormant after its business
was sold to another Group entity during the year.
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for the year ended 30 September 2011 (continued)

GROUP
Name of Joint Venture Country of Percentage
(Pty) Ltd incorporation interest Loans
2011 2010 2011 2010
% % R’000 R’000
49. Interest in subsidiaries and loans
to joint ventures (continued)
49.2 Joint ventures
49.2.1 Manufacturing
Alpen Food Company South Africa South Africa 50 50 4 589 4193
Bokomo Botswana Botswana 50 50 134 -
Bokomo Namibia Namibia 50 50 1 006 -
Bowman Ingredients (SA) South Africa 50 50 (4 845) (7 056)
Interest-free loan 3 005 3277
Interest-bearing loan (7 850) (10 333)
Heinz Foods SA South Africa 50 50 15610 16 949
Interest-bearing loan 4 250 5589
Interest-free loan 11 360 11 360
Lohmann Breeding SA South Africa 50 50 750 750
Interest-free loan
Sosoy & South Africa - 50 - 2945
49.2.2 Properties and letting
Amigear Ventures Botswana 49 49 - 90
17 244 17 871

Loans are unsecured and interest-bearing, except where indicated otherwise, with no fixed terms of repayment.

Financial assets that are neither past due nor impaired are considered to be fully performing. The total carrying amount of loans to
joint ventures was fully performing at year-end. The credit quality of these fully performing loans is considered to be good based on
historical default rates.

Note:
& This legal entity became a wholly owned subsidiary during the year.
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GROUP
Name of associate Country of Percentage Cost of
(Pty) Ltd incorporation interest shares Loans
2011 2010 2011 2011 2010
) % R’000 R’000 R’000 R’000
50. Investment in associates
Farming
Bergsig Breeders South Africa 28% 28% 1700 1700 - -
Mynsar Eggs South Africa 35% 35% 4010 4010 - -
Cost of shares 5710 5710 - -
Interest in retained earnings
Balance at beginning of year 1321 1229
Share of profit of associated companies 267 92
Inter-group unrealised profit on disposal of property,
plant and equipment deferred (6 779) -
Profit of associates for the year 7 046 92
Deferred unrealised profit on disposal of property,
plant and equipment recognised 622 -
Dividends paid (3 105) -
Balance at end of year (895) 1321
Investment in associates 4 815 7031
The following is the summarised statement of
financial position of the above-mentioned associated
companies:
Non-current assets 16 046 25492
Current assets 11 528 24 403
Total assets 27 574 49 895
Non-current liabilities 9 937 26 825
Current liabilities 2277 19 310
Total liabilities 12 214 46 135
Capital and reserves 15 360 3760
Total equity and liabilities 27 574 49 895
The following is the summarised profit or loss of the
associated companies (after interest was acquired):
Revenue 40 262 47 641
Operating profit 23 999 4 472
Net profit after income tax 20 469 1051
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GROUP
51.  Property, plant, equipment and intangible assets
51.1 Property, plant and equipment
Own assets Leased assets
Plant,
Land and machinery &
buildings equipment Vehicles Vehicles
R’000 R’000 R’000 R’000
30 September 2011
Cost
At 1 October 2010 1410 098 3 652 345 479 059 -
Additions 200 871 541 152 47 471 -
Transfers 35 954 (32 908) 194 -
Business combinations 44 925 73 981 2919 -
Borrowing costs capitalised 7 503 7 252 - -
Foreign exchange adjustment 7 049 15 023 591 -
Disposals (14 644) (63 903) (16 243) -
At 30 September 2011 1691 756 4 192 942 513 991 -
Accumulated depreciation
At 1 October 2010 237 570 1527 751 211 226 -
Charge for the year 29 761 218 957 32 238 -
Impairments 396 5 250 44 -
Transfers (326) 305 21 -
Foreign exchange adjustment 1627 7 867 261 =
Depreciation on disposals (3 686) (52 934) (9 995) -
At 30 September 2011 265 342 1707 196 233 795 -
Net book value at 30 September 2011 1426 414 2 485 746 280 196 -
Total - 2011 4 192 356 -
Total property, plant and equipment - 2011 4 192 356
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for the year ended 30 September 2011 (continued)

GROUP

51.  Property, plant, equipment and intangible assets (continued)

51.1 Property, plant and equipment (continued)
Own assets Leased assets
Plant,
Land and machinery &
buildings equipment Vehicles Vehicles
R’000 R’000 R’000 R’000
30 September 2010
Cost
At 1 October 2009 1187 208 3192032 467 351 40
Additions 210772 460 570 33698 -
Transfers (5 745) 5747 605 (40)
Business combinations 37 495 59 767 3116 -
Disposal of subsidiaries (3023) (571) (105) -
Borrowing costs capitalised 2 527 3859 - -
Foreign exchange adjustment (8131) (9 627) (608) -
Disposals (11 005) (59 432) (24 998) -
At 30 September 2010 1410098 3652 345 479 059 -
Accumulated depreciation
At 1 October 2009 219658 1332257 196 007 40
Charge for the year 25811 223100 31945 -
Impairments 347 23415 435 -
Transfers 3 (3) 260 (40)
Disposal of subsidiaries (37) (383) (72) -
Foreign exchange adjustment (3501) (6 494) (446) -
Depreciation on disposals 4711) (44141) (16 903) -
At 30 September 2010 237 570 1527 751 211 226 -
Net book value at 30 September 2010 1172528 2124 594 267 833 -
Total - 2010 3564 955 -
Total property, plant and equipment - 2010 3564 955
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for the year ended 30 September 2011 (continued)

GROUP

51.  Property, plant, equipment and intangible assets (continued)
51.2 Intangible assets

Intellectual Computer
Trademarks Goodwill property software
R’000 R’000 R’000 R’000
30 September 2011
Cost
At 1 October 2010 477 361 283 468 39 147 175 049
Additions 181 - - 24 891
Transfers - - (2 162) (1 078)
Business combinations - 41 279 - -
Foreign exchange adjustment 82 2721 - 66
Disposals (6 771) (1 665) - (208)
At 30 September 2011 470 853 325 803 36 985 198 720

Accumulated depreciation

At 1 October 2010 114 455 62 348 7025 101 685
Charge for the year 1529 - 1913 17 131

Impairments - - 2168 -
Foreign exchange adjustment 50 2 - 43
Depreciation on disposals (6 751) (1 665) - (61)
At 30 September 2011 109 283 60 685 11 106 118 798
Net book value at 30 September 2011 361 570 265 118 25 879 79 922
Total intangible assets — 2011 732 489

30 September 2010

Cost

At 1 October 2009 477 505 284 977 22785 132018

Additions - - 2162 43 781

Transfers - - - (567)
Business combinations - 259 14 200 -
Foreign exchange adjustment (144) (1768) - (85)
Disposals - - - (98)
At 30 September 2010 477 361 283 468 39 147 175 049

Accumulated depreciation

At 1 October 2009 112 658 62 352 5681 87 685
Charge for the year 1922 - 1344 14 300
Transfers - - - (220)
Foreign exchange adjustment (125) (4) - (61)
Depreciation on disposals - - - (19)
At 30 September 2010 114 455 62 348 7025 101 685
Net book value at 30 September 2010 362 906 221120 32122 73 364
Total intangible assets — 2010 689 512
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for the year ended 30 September 2011 (continued)

52.
52.1

Derivative financial instruments
Derivative instruments
earmarked for hedging

(cash flow hedges)

52.1.1 Commodity instruments

Futures (refer to note)

52.1.2 Interest rate derivatives

52.2

Collars

Ineffective portion not designated for
hedging

Portion of next collar settlement
recognised

Hedging reserve (before income tax)
Derivative instruments

earmarked for hedging
(fair value hedges)

52.2.1 Commodity instruments

52.3

Futures

Other derivative instruments

52.3.1 Currency forward contracts

Purchases of foreign exchange contracts
US Dollar
British Pound
Swiss Franc
Euro
New Zealand Dollar
Sales of foreign exchange contracts
US Dollar
Euro

52.3.2 Embedded derivative financial

instruments
Options — supplier purchase contracts

2011
Foreign

amount
’000

30 712
649
152

9414
47

7 890
554

2011
Rand

amount
R’000

250 028
8 253
1361

103 572

307

64 024
6 051

GROUP

2010 2010 2010

Foreign Rand Fair

amount amount value

'000 R’000 R’000

15574 1345
(8 990) (45 785)
(9 774) (48 940)
- 2

784 3153

6 584 (44 440)
(487) -
13 947 (12 469)
7279 39605 280 191 (12 735)
470 211 2353 (72)
65 4050 29828 1053

6 093 8678 84 430 (709)
40 34 178 (6)
(179) 3775
(136) 5359 37703 3775
(43) - - -
135 (181)

Note: Disclosed as part of cash and cash equivalents.
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GROUP
Capital Interest Total
R’000 R’000 R’000
53. Maturity analysis of financial liabilities
30 September 2011
Not later than 1 year
Borrowings excluding bank overdrafts and call loans 237 351 68 503 305 854
Trade and other payables 1644 315 - 1644 315
Cash flow hedges earmarked for hedging 9774 - 9774
Other derivative financial instruments 666 - 666
Dividends payable 413 - 413
Loan from joint venture 7 850 393 8 243
Financial guarantees 73 036 - 73 036
1973 405 68 896 2 042 301
Between 1 and 2 years
Borrowings excluding bank overdrafts and call loans 855 012 55 978 910 990
855 012 55 978 910 990
Between 2 and 5 years
Borrowings excluding bank overdrafts and call loans 10 385 355 10 740
10 385 355 10 740
Total
Borrowings excluding bank overdrafts and call loans 1102 748 124 836 1227 584
Trade and other payables 1644 315 - 1644 315
Cash flow hedges earmarked for hedging 9774 - 9774
Other derivative financial instruments 666 - 666
Dividends payable 413 - 413
Loan from joint venture 7 850 393 8 243
Financial guarantees 73 036 - 73 036
2 838 802 125 229 2 964 031

Note: Financial liabilities do not include provisions, accruals for 13th cheque, deferred revenue, government grants, leave, accrual for
Competition Commission penalties and VAT amounts payable.
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for the year ended 30 September 2011 (continued)

GROUP
Capital Interest Total
R’000 R’000 R’000
53. Maturity analysis of financial liabilities (continued)
30 September 2010
Not later than 1 year
Borrowings excluding bank overdrafts and call loans 168 520 78 697 247 217
Trade and other payables 1520010 - 1520010
Cash flow hedges earmarked for hedging 43 280 - 43 280
Other derivative financial instruments 14072 - 14072
Dividends payable 495 - 495
Loan from joint venture 10333 583 10916
Financial guarantees 99 344 - 99 344
1856 054 79 280 1935334
Between 1 and 2 years
Borrowings excluding bank overdrafts and call loans 158 666 67 897 226 563
Cash flow hedges earmarked for hedging 5660 - 5660
164 326 67 897 232223
Between 2 and 5 years
Borrowings excluding bank overdrafts and call loans 787 492 55 897 843 389
787 492 55 897 843 389
Total
Borrowings excluding bank overdrafts and call loans 1114678 202 491 1317 169
Trade and other payables 1520010 - 1520010
Cash flow hedges earmarked for hedging 48 940 - 48 940
Other derivative financial instruments 14072 - 14 072
Dividends payable 495 - 495
Loan from joint venture 10 333 583 10916
Financial guarantees 99 344 - 99 344
2 807 872 203 074 3010 946

Note: Financial liabilities do not include provisions, accruals for 13th cheque, deferred revenue, government grants, leave, accrual for
Competition Commission penalties and VAT amounts payable.
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GROUP

Assets at
fair value
through

Loans and profit Available-
receivables or loss for-sale
R’000 R’000 R’000

54. Financial instruments by category

30 September 2011

Assets as per statement of financial position

Loans to joint ventures 25 094 - - 25 094
Available-for-sale financial assets - - 43 612 43 612
Derivative financial instruments - 14 082 - 14 082
Trade and other receivables (refer to note 1) 1796 677 - - 1796 677
Cash and cash equivalents 440 364 - - 440 364
Total 2 262 135 14 082 43 612 2 319 829

Liabilities

at fair

value
through  Derivatives Other

profit used for financial
or loss hedging liabilities
R’000 R’000 R’000

Liabilities as per statement of financial position

Borrowings - - 1197 387 1197 387
Derivative financial instruments 666 9774 - 10 440
Trade and other payables (refer to note 2) - - 1644 315 1644 315
Dividends payable - - 413 413
Loan from joint venture - - 7 850 7 850
Total 666 9774 2 849 965 2 860 405

Note 1: Financial assets do not include prepaid expenses and VAT amounts receivable.
Note 2: Financial liabilities do not include provisions, deferred revenue, government grants, accruals for 13th cheque, leave, accrual for
Competition Commission penalties and VAT amounts payable.
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for the year ended 30 September 2011 (continued)

GROUP
Assets at
fair value
through
Loans and profit Available-
receivables or loss for-sale Total
R’000 R’000 R’000 R’000
54. Financial instruments by category (continued)
30 September 2010
Assets as per statement of financial position
Loans to joint ventures 28 204 - - 28 204
Available-for-sale financial assets - - 39079 39079
Derivative financial instruments - 5197 - 5197
Trade and other receivables (refer to note 1) 1625 235 - - 1625235
Cash and cash equivalents 709 916 - - 709 916
Total 2 363 355 5197 39079 2 407 631
Liabilities
at fair
value
through Derivatives Other
profit used for financial
or loss hedging liabilities Total
R’000 R’000 R’000 R’000
Liabilities as per statement of financial position
Borrowings - - 1115642 1115642
Derivative financial instruments 14072 48 940 - 63012
Trade and other payables (refer to note 2) - - 1520010 1520010
Dividends payable - - 495 495
Loan from joint venture - - 10 333 10 333
Total 14 072 48 940 2 646 480 2709 492

Note 1: Financial assets do not include prepaid expenses and VAT amounts receivable.
Note 2: Financial liabilities do not include provisions, deferred revenue, government grants, accruals for 13th cheque, leave, accrual for

Competition Commission penalties and VAT amounts payable.
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GROUP
Level 1 Level 2 Level 3 Total
R’000 R’000 R’000 R’000
55.  Fair value categories of financial
instruments measured at fair
value
30 September 2011
Assets measured at fair value
Available-for-sale financial assets
— Listed securities 33 686 - - 33 686
— Unlisted securities (traded over-the-
counter) - 9 926 - 9 926
Derivative financial instruments
— Foreign exchange contracts - 13 947 - 13 947
— Embedded derivatives - 135 - 135
Total 33 686 24 008 - 57 694
Liabilities measured at fair value
Derivative financial instruments
— Futures - 487 - 487
— Foreign exchange contracts - 179 - 179
— Interest rate collars - 9774 - 9774
Total - 10 440 - 10 440
30 September 2010
Assets measured at fair value
Available-for-sale financial assets
— Listed securities 32153 - - 32153
— Unlisted securities (traded over-the-
counter) - 6 926 - 6 926
Derivative financial instruments
— Foreign exchange contracts - 4218 - 4218
— Embedded derivatives - 979 - 979
Total 32153 12123 - 44 276
Liabilities measured at fair value
Derivative financial instruments
— Foreign exchange contracts - 12912 - 12912
— Embedded derivatives - 1160 - 1160
— Interest rate collars - 48 940 - 48 940
Total - 63012 - 63012

Note: There were no transfers between level 1 and level 2 during the period.
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GROUP

Retirement
Bonuses fund
Basic Travel and contribu- Directors’

salary allowances incentives tions fees
R’000 R’000 R’000 R’000 R’000

56. Remuneration of directors

30 September 2011

Executive directors

WA Hanekom 3946 89 2 402 768 - 7 205
LR Cronjé 1925 152 1236 396 - 3709
TA Carstens 2114 109 1323 424 - 3970
Total executive directors 7 985 350 4 961 1588 - 14 884
Non-executive directors

ZL Combi** - 44 2 800 - 438 3282
Dr Ml Survé - 2 - - 250 252
MM du Toit - 9 - - 187 196
GD Eksteen - 10 - - 187 197
AE Jacobs (18 October 2010)* - 2 - - 182 184
Prof ASM Karaan - 2 - - 187 189
NS Mjoli-Mncube - 44 - - 187 231
JF Mouton - 2 - - 250 252
AH Sangqu - 25 - - 250 275
Total non-executive directors - 140 2800 - 2118 5058
Total directors 7 985 490 7 761 1588 2118 19 942

Notes:

* Appointed during the year.

** Bonuses and incentives represent an once-off payment to compensate the director for loss of office when accepting his position as director
of the Group.
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for the year ended 30 September 2011 (continued)

GROUP
Retirement
Bonuses fund
Basic Travel and contribu- Directors’
salary allowances incentives tions fees Total
R’000 R’000 R’000 R’000 R’000 R’000
56. Remuneration of directors
(continued)
30 September 2010
Executive directors
WA Hanekom 4128 89 371 494 - 5082
LR Cronjé 1941 152 182 297 - 2572
MT Swanepoel (19 February 2010)*** 783 77 - 100 - 960
TA Carstens 2040 131 195 384 - 2750
Total executive directors 8 892 449 748 1275 - 11 364
Non-executive directors
ZL Combi (29 March 2010)* - 5 - - 177 182
Dr Ml Survé - 10 - - 171 181
HE Blanckenberg (29 March 2010)*** - 20 - - 175 195
JA Louw (29 March 2010)*** - 14 - - 100 114
WA Agenbach (19 February 2010)*** - 10 - - 58 68
AW Bester ((29 March 2010)*** - 10 - - 75 85
MM du Toit (29 March 2010)* - 5 - - 73 78
GD Eksteen - 20 - - 150 170
AE Jacobs (29 March 2010)*** - 13 - - 75 88
Prof ASM Karaan (29 March 2010)* - 1 - - 73 74
NS Mijoli-Mncube - 69 - - 150 219
JF Mouton - 12 - - 149 161
AH Sangqu - 50 - - 200 250
AC Singleton (19 February 2010)*** - 19 - - 58 77
Dr FA Sonn (19 February 2010)*** - 1 - - 58 59
JH van Niekerk (29 March 2010)*** - 11 - - 75 86
Total non-executive directors - 270 - - 1817 2087
Total directors 8892 719 748 1275 1817 13 451
Notes:
* Appointed during the year.

*k

Kk

Represents incentives upon achieving predetermined BEE scorecard for 2009.

Resigned during the year.
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Direct

57.

Directors’ interest in shares

The direct and indirect interests of the
directors in the issued share capital
of the Company are reflected in the

table below:

30 September 2011
WA Hanekom

LR Cronjé

TA Carstens

ZL Combi

Dr MI Survé

MM du Toit

GD Eksteen

AE Jacobs (18 October 2010)*
Prof ASM Karaan

NS Mijoli-Mncube

JF Mouton

AH Sangqu

30 September 2010

WA Hanekom

LR Cronjé

TA Carstens

ZL Combi (29 March 2010)*
Dr MI Survé

MM du Toit (29 March 2010)*
GD Eksteen

Prof ASM Karaan (29 March 2010)*
NS Mijoli-Mncube

JF Mouton

AH Sangqu

724 999
395 000
417 291

Number of Shares

Indirect

GROUP

% of issued

ordinary share
capital

1166 889
450 000
417 291

573 927

1537 290

1070 817

2 608 107

624 999
395 000
405 999

441 890
55000

573 927

1066 889
450 000
405 999

573 927

1425998

1070817

2 496 815

There has been no change in the directors’ interest in shares from the last day of the financial year to the date of approval of the annual financial

statements.

Note:
*Appointed during the year.
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Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP

Fair value
per option at
Number of grant date

options Strike (for current
[ TETY Date Exercisable price year grants)
allocated awarded up to date Cents Cents

58. Directors’ share options
and share appreciation
rights

58.1 Share options
Detail of directors’ share
options are shown below:

30 September 2011
Directors
WA Hanekom 722 500 2004/05/27 2014/05/26 865 -
73 550 2004/12/24 2014/12/23 1 405 -
78 545 2006/01/25 2016/01/24 2 186 -
47 740 2007/02/12 2017/02/11 3142 -
68 122 2008/05/26 2014/05/26 2 500 -
LR Cronjé 367 900 2004/05/27 2014/05/26 865 -
43 950 2004/12/24 2014/12/23 1405 -
32716 2006/01/25 2016/01/24 2 186 -
21 006 2007/02/12 2017/02/11 3142 -
28 369 2008/05/26 2014/05/26 2 500 -
TA Carstens 30 492 2006/01/25 2016/01/24 2186 -
22 677 2007/02/12 2017/02/11 3 142 -
38 508 2008/05/26 2014/05/26 2 500 -
Total value increase
30 September 2010
Directors
WA Hanekom 722 500 2004/05/27 2014/05/26 865 -
73 550 2004/12/24 2014/12/23 1405 -
78 545 2006/01/25 2016/01/24 2186 -
47 740 2007/02/12 2017/02/11 3142 -
68 122 2008/05/26 2014/05/26 2500 -
LR Cronjé 367 900 2004/05/27 2014/05/26 865 -
43 950 2004/12/24 2014/12/23 1405 -
32716 2006/01/25 2016/01/24 2186 -
21 006 2007/02/12 2017/02/11 3142 -
28 369 2008/05/26 2014/05/26 2500 -
TA Carstens 66 300 2004/12/24 2014/12/23 1405 -
30 492 2006/01/25 2016/01/24 2186 -
22 677 2007/02/12 2017/02/11 3142 -
38 508 2008/05/26 2014/05/26 2500 -

Total value increase
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GROUP

Fair value of Value increase
total options Number Number Share from strike

granted during Number of options of options price at date price to price Number of
the year of options redeemed redeemed in of redemption at redemption options not
Rand exercised cumulative current year Cents Rand redeemed

= 722 500 260 000 100 000 5818 4953 000 462 500
- - - - - - 73 550
- - - S S S 78 545
- - - - - - 47 740
~ — — — — — 68 122
- 367 900 230 818 73818 5584 3483 471 137 082
— — — - - - 43 950
= = = = = = 32716
- - - - - - 21006
~ -~ — — ~ — 28 369
= 30 492 30 492 30 492 5 650 1056 243 =
— — — — — — 22677
= — = = = = 38 508
9492714

- 722 500 160 000 100 000 4015 3150 000 562 500
- - - - - - 73 550
- - - - - - 78 545
- - - - - - 47740
- - - - - - 68 122
- 367 900 157 000 35000 4015 1102 500 210 900
- - - - - - 43 950
- - - - - - 32716
- - - - - - 21006
- - - - - - 28 369
- 66 300 66 300 66 300 4015 1730 430 -
- - - - - - 30 492
- - - - - - 22677
- - - - - - 38508
5982 930
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Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP

Fair value
per SAR at
Number of grant date

SARs Strike (for current
initially Date Exercisable price year grants)
allocated awarded up to date Cents Cents

58. Directors’ share options
and share appreciation
rights (continued)

58.2 Share appreciation

rights (SARs)
Detail of directors’ SARs are
shown below:
30 September 2011
Directors
WA Hanekom 61 931 2008/06/09 2018/06/08 2 548 -
52 264 2009/02/27 2019/02/26 2420 -
210 622 2010/02/09 2020/02/08 3474 -
LR Cronjé 30 024 2008/06/09 2018/06/08 2 548 -
25 785 2009/02/27 2019/02/26 2 420 -
116 167 2010/02/09 2020/02/08 3474 -
TA Carstens 31 790 2008/06/09 2018/06/08 2548 -
27 595 2009/02/27 2019/02/26 2 420 -
119 546 2010/02/09 2020/02/08 3474 -
30 September 2010
Directors
WA Hanekom 61931 2008/06/09 2018/06/08 2548 -
52 264 2009/02/27 2019/02/26 2420 -
210 622 2010/02/09 2020/02/08 3474 1333
LR Cronjé 30024 2008/06/09 2018/06/08 2548 -
25785 2009/02/27 2019/02/26 2420 -
116 167 2010/02/09 2020/02/08 3474 1333
TA Carstens 31790 2008/06/09 2018/06/08 2548 -
27 595 2009/02/27 2019/02/26 2420 -
119 546 2010/02/09 2020/02/08 3474 1333

Integrated Report 2011 1 78 Pioneer Foods



Fair value

of total SARs Number
of SARs
redeemed

cumulative

Number
of SARs
exercised

granted during
the year
Rand

GROUP

Share

price at date
of redemption
Cents

Number

of SARs
redeemed

in current year

Value increase
from strike
price to price
at redemption
Rand

Number of
SARs not
redeemed

61 931
52 264
210 622
30 024
25785
116 167
31790
27 595
119 546

2807 591 - -
1548 506 - -

1593 548 - -

61931
52 264
210 622
30 024
25785
116 167
31790
27 595
119 546
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Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP
59. Shareholder information
Shareholder spread
Number of ordinary Number of % of total
Category shareholders % of shareholders ordinary shares ordinary shares
Ordinary shares
Individuals 3918 78.2 25090 160 125
Nominees and trusts 475 9.5 163 588 108 81.3
Investment companies and corporate
bodies 614 12.3 12 558 661 6.2
5007 100.0 201 236 929 100.0
Non-public/public shareholders
Pursuant to the JSE Listings Require-
ments and to the best knowledge
of the directors, after reasonable
enquiry, the spread of shareholders at
30 September 2011 is as follows:
Analysis of shareholding — ordinary shares
Public shareholding 4999 99.9 96 790 189 48.2
Non-public shareholding
Major shareholders
Agri Voedsel Beleggings (Pty) Ltd 1 - 55627 707 27.6
Moorreeshurgse Koringboere (Pty) Ltd 1 - 24 347 469 121
Pioneer Foods (Pty) Ltd 1 - 17 982 056 8.9
Other shareholders
Pioneer Foods Share Incentive Trust 1 - 3881401 1.9
Directors (including subsidiary
directors) 4 0.1 2608 107 1.3
5007 100.0 201 236 929 100.0
Distribution of ordinary shareholders
Number of shares
1-1000 shares 2536 50.6 871 269 0.4
1001 — 10 000 shares 1680 33.6 6019916 3.0
10 001 — 50 000 shares 519 10.4 11 948 025 5.9
50 001 — 100 000 shares 115 2.3 8263 609 4.1
100 001 — 500 000 shares 126 2.5 25230 528 12.5
500 001 shares and over 31 0.6 148 903 582 741
5007 100.0 201 236 929 100.0
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Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

GROUP
2010
R’000
60. Restatement of financial information for comparative periods
Reclassification of certain income and expenses
In the interest of better presentation of fair value adjustments of derivatives, agricultural produce and foreign
exchange gains and losses, these items are now disclosed in ‘Other gains/(losses) — net’ on the face of
the statement of other comprehensive income and also in note 4. The restatement had no impact on the
statements of financial position, cash flows and changes in equity.
The impact on comparative figures for the line items of the statement of comprehensive income is as follows:
Increase/(decrease) in profit or loss
Other income (29 912)
Other gains/(losses) — net 9642
Other operating expenses 20 270

Profit for the year -

The restatement had no impact on net profit before or after income tax.
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Pioneer Food Group Limited

Statement of comprehensive income
for the year ended 30 September 2011

Other income

Administrative expenses

Other operating expenses

Operating loss

Investment income

Profit before income tax

Income tax expense

Profit for the year

Other comprehensive income/(loss)

Total comprehensive income for the year

Profit for the year attributable to:
Owners of the Company

Total comprehensive income for the year attributable to:
Owners of the Company

COMPANY
2011 2010
Notes R’000 R’000
5283 1818
(4 351) (2 392)
(4 918) (1818)
3 (3 986) (2 392)
4 81 639 179 060
77 653 176 668
5 (2 420) (763)
75 233 175905
75 233 175905
75 233 175 905
75 233 175 905
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Pioneer Food Group Limited

Statement of financial position
as at 30 September 2011

COMPANY

Notes R’000 R’000
ASSETS
Non-current assets
Investment in subsidiaries 8 2 407 608 155 648
Current assets 10 812 2209 327
Trade and other receivables 330 569
Loan to subsidiary - 2 206 660
Current income tax - 55
Cash and cash equivalents 9 10 482 2043
Total assets 2 418 420 2 364 975
EQUITY AND LIABILITIES
Capital and reserves attributable to owners of the Company 1579 182 1608 184
Share capital — Ordinary shares 10 20 124 20119
Share capital — Class A ordinary shares 10 929 1041
Share premium 1187 398 1211207
Other reserves 37 832 37512
Retained earnings 332 899 338 305
Non-current liabilities
Share-based payment liability 11 146 013 102 181
Current liabilities 693 225 654 610
Trade and other payables 12 753 426
Loan from subsidiary 692 050 653 689
Current income tax 9 -
Dividends payable 413 495
Total liabilities 839 238 756 791
Total equity and liabilities 2 418 420 2 364 975
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Pioneer Food Group Limited

Statement of changes in equity
for the year ended 30 September 2011

COMPANY
Share
Share capital Equity
capital class A compen-
ordinary ordinary Share sation Retained
shares shares premium reserve earnings
R’000 R’000 R’000 R’000 R’000
Balance as at 1 October 2010 20119 1041 1211 207 37 512 338 305 1608 184
Profit for the year - - - - 75 233 75 233
Recognition of share-based payments - - - 320 - 320
Share appreciation rights scheme —
issue of ordinary shares 5 - 2 605 - - 2610
Employee share scheme — repurchase
of class A ordinary shares from leavers - (112) (26 414) - - (26 526)
Interim dividend for 2011 - - - - (80 488) (80 488)
Employee share scheme — transfer tax
on share transactions - - - - (151) (151)
Balance as at 30 September 2011 20 124 929 1187 398 37 832 332 899 1579 182
Balance as at 1 October 2009 20118 1140 1216 262 36 830 341 550 1615900
Profit for the year - - - - 175 905 175 905
Recognition of share-based payments - - - 682 - 682
Share appreciation rights scheme —
issue of ordinary shares 1 - 343 - - 344
Employee share scheme — repurchase
of class A ordinary shares from leavers - (99) (5398) - - (5497)
Final dividend for 2009 - - - - (179 054) (179 054)
Employee share scheme — transfer tax
on share transactions - - - - (96) (96)
Balance as at 30 September 2010 20119 1041 1211207 37512 338 305 1608 184
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Pioneer Food Group Limited

Statement of cash flows
for the year ended 30 September 2011

COMPANY

Notes R’000 R’000
NET CASH FLOW FROM OPERATING ACTIVITIES (5776) (3 477)
Net cash loss from operating activities 14 (3 986) (2 392)
Working capital changes 15 566 (419)
Income tax paid 16 (2 356) (666)
NET CASH FLOW FROM INVESTMENT ACTIVITIES 81 639 (149)
Loans granted to related parties - (179 209)
Interest received 3 6
Dividends received 81 636 179 054
NET CASH FLOW FROM FINANCING ACTIVITIES (67 424) 3919
Share appreciation rights — issue of ordinary shares 2610 344
Class A ordinary shares bought back (26 677) (5593)
Dividends paid to ordinary shareholders 17 (80 570) (178 706)
Dividends paid to class A ordinary shareholders 17 (1 148) (2 941)
Proceeds from loan from subsidiary 38 361 190 815
Net increase in cash and cash equivalents 8 439 293
Net cash and cash equivalents at beginning of year 2043 1750
Net cash and cash equivalents at end of year 9 10 482 2043
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Pioneer Food Group Limited

Notes to the annual financial statements
for the year ended 30 September 2011

COMPANY
2011 2010
1. Accounting policies
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.
2, Critical accounting estimates and judgements
The Company applies the same accounting estimates and judgements as the Group.
Refer to note 2 of the Group financial statements.
3. Operating loss
Operating loss is calculated after taking into account the following:
3.1  Other income
Administration fees received 5 067 1818
3.2 Operating expenditure
Auditors’ remuneration
Audit — current year 323 226
Technical services from non-employees 2 336 892
Legal fees 23 23
Shareholder communication 1504 1080
4, Investment income
Interest income on financial assets: loans and receivables
Cash and cash equivalents 3 6
Dividends received
Unlisted shares in subsidiary: Pioneer Foods Holdings Limited 81 636 179 054
81 639 179 060
5. Income tax expense
Current income tax
Current year 10 -
Secondary taxation on companies
Current year 2410 763
2 420 763
The income tax on the Company’s profit before income tax differs from the theoretical
amount that would arise using the statutory rate of 28% (2010: 28%) as follows:
% %
Standard rate for companies 28.0 28.0
Increase/(decrease) in rate:
Exempt income (29.5) (28.4)
Secondary taxation on companies 3.1 0.4
Non-deductible expenditure 1.5 0.4
Effective rate 3.1 0.4
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Pioneer Food Group Limited

Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

COMPANY
2011 2010
6. Dividend per ordinary share
Interim
40.0 cents (2010: Nil cents) per ordinary share 80 488 -
Final
40.0 cents (2010: Nil cents) per ordinary share 80 495 -
160 983 -
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 will be accounted for as an appropriation of
retained earnings in the following year. Secondary taxation on companies (STC) will
be applicable to the dividend paid at a rate of 10.0%.
The total rand value of the final dividend for the year is an approximate amount. The
exact amount is dependent on the number of shares in issue at the record date.
7. Directors’ remuneration
Non-executive directors
Fees 2 258 2087
Bonuses and incentives 2 800 -
5 058 2087
8. Investment in subsidiaries
Unlisted — at cost
Pioneer Foods Holdings Limited - -
Capital contribution towards subsidiaries
Pioneer Foods Holdings Limited 2 206 660 -
Pioneer Foods (Pty) Limited 185 500 149 469
Ceres Fruit Juices (Pty) Limited 15 448 6179
2 407 608 155 648
During the current financial year the Company changed its intention with regard
to a loan granted to Pioneer Foods Holdings Limited, a wholly owned subsidiary.
The total balance of amounts advanced is now classified as a capital contribution
towards Pioneer Foods Holdings Limited as the Company has no intention to demand
repayment of the outstanding balance. As a result the loan granted to the subsidiary
was reclassified to investment in subsidiaries.
9. Cash and cash equivalents
Cash at bank and on hand 10 482 2043
For the purposes of the statement of cash flows, the year-end cash, cash equivalents
and bank overdrafts comprise the following:
Cash and short-term investments 10 482 2043
10. Share capital
Refer to note 22 of the Group financial statements.
11. Share-based payment liability
Balance at beginning of year 102 181 57107
Share-based payment 44 980 48015
Dividends paid on class A ordinary shares (1 148) (2941)
146 013 102 181
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Pioneer Food Group Limited

Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

COMPANY

2011 2010
R’000 R’000

12. Trade and other payables
Trade payables 11 11
Accrued expenses - 30
Value-added tax 420 160
Other 322 225
753 426
13. Related-party transactions
During the financial year the Company conducted the following transactions with its
subsidiaries:
Sale of services
Rendering of services
Administration fees charged to Pioneer Foods (Pty) Limited 5 067 1818
Loans to related parties
Loan to Pioneer Foods Holdings Limited
Beginning of year 2 206 660 2027 451
Reclassification of loan (refer to note 8) (2 206 660) -
Loans advanced during the year - 179 209
End of year - 2 206 660
Unsecured interest-free loan with no fixed terms of repayment.
Loans from related parties
Loan from Pioneer Foods (Pty) Limited
Beginning of year 653 689 462 874
Loans received during the year 124 271 377 768
Loan repayments made (85910) (186 953)
End of year 692 050 653 689
Unsecured interest-free loan with no fixed terms of repayment.
14. Net cash loss from operating activities
Reconciliation of profit before income tax and cash loss from operating activities:
Profit before income tax 77 653 176 668
Adjusted for:
Dividends received (81 636) (179 054)
Interest received 3) (6)
(3 986) (2392
15.  Working capital changes
Decrease/(increase) in trade and other receivables 239 (569)
Increase in trade and other payables 327 150
566 (419)
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Pioneer Food Group Limited

Notes to the annual financial statements
for the year ended 30 September 2011 (continued)

COMPANY
2011 2010
16. Income tax paid
Amounts unpaid at beginning of year 55 152
As disclosed in profit or loss (2 420) (763)
Amounts unpaid at end of year 9 (55)
(2 356) (666)
17. Dividends paid
Ordinary shareholders
Amounts unpaid at beginning of year (495) (147)
As disclosed in statement of changes in equity (80 488) (179 054)
Amounts unpaid at end of year 413 495
(80 570) (178 706)
Class A ordinary shareholders
As accounted for against share-based payment liability (1 148) (2941)
COMPANY
Capital Interest Total
R’000 R’000 R’000
18. Maturity analysis of financial liabilities
30 September 2011
Not later than 1 year
Borrowings inter group 692 050 - 692 050
Trade and other payables (refer to note) 333 - 333
Dividends payable 413 - 413
692 796 - 692 796
30 September 2010
Not later than 1 year
Borrowings inter group 653 689 - 653 689
Trade and other payables (refer to note) 266 - 266
Dividends payable 495 - 495
654 450 - 654 450

Note: Trade and other payables do not include amounts for VAT payable.
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Pioneer Food Group Limited

Notes to the annual financial statements

for the year ended 30 September 2011 (continued)

19.

Financial instruments by category

30 September 2011

Assets as per statement of financial position
Trade and other receivables

Cash and cash equivalents

Total

Liabilities as per statement of financial position

COMPANY

Loans and

receivables
R’000

330
10 482
10 812

Other financial

liabilities
R’000

Borrowings from related parties 692 050
Trade and other payables (refer to note) 333
Dividends payable 413
Total 692 796
Loans and
receivables
R’000
30 September 2010
Assets as per statement of financial position
Trade and other receivables 569
Loan to subsidiary 2206 660
Cash and cash equivalents 2043
Total 2209 272
Other financial
liabilities
R’000
Liabilities as per statement of financial position
Borrowings from related parties 653 689
Trade and other payables (refer to note) 266
Dividends payable 495
Total 654 450

Note: Trade and other payables do not include amounts for VAT payable.

Integrated Report 2011

191

Pioneer Foods






www.pioneerfoods.co.za





