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1. ACCOUNTING FRAMEWORK

 The fi nancial statements are prepared under the going concern principle on the historical cost basis, modifi ed by the restatement of 

available for sale fi nancial instruments to fair value where applicable, in accordance with International Financial Reporting Standards 

(IFRS) and incorporate the following principle accounting policies, which are consistent with those of the previous year.

 Adoption of new and revised standards

 The following new or revised standards and interpretations were effective at the time of preparation of these fi nancial statements, 

and were adopted, and have resulted in changes to the accounting policies and fi nancial statements as follows:

 IFRS 4 and 6, IAS 19 and IAS 39 revisions and IFRIC 4, 5, 6 and 7 – no material impact

 The following new standards and interpretations were issued at the time of preparation of these fi nancial statements, but were not 

yet effective, and have not been yet adopted:

 IFRS 7 and 8, IAS 1 revision and IAS 23, IFRIC 8, 9, 11 and 12 and AC 503

 The directors’ anticipate that the adopting of these standards and interpretations in future periods will have no material impact on 

the fi nancial statements of the Company and of the Group.

 Prior period error correction

 Following the issue of circular 09/06 by the South African Institute of Chartered Accountants Accounting Practices Committee the 

treatment of rebates and discounts in the fi nancial statements has been amended. These were not correctly accounted for in prior 

years, as they were refl ected in the income statement as other income. In accordance with the circular 09/06, these items are now 

refl ected as a reduction to cost of sales and the prior year amounts have been adjusted accordingly. The effect of the correction of 

this adjustment on the fi nancial statements is described in note 26 below.

 1.1 Basis of consolidation

Subsidiaries

 The consolidated fi nancial statements incorporate the fi nancial statements of the Company, its subsidiaries and special 

purpose entities that, in substance, are controlled by the Group. Results of subsidiaries are included from the effective date 

of acquisition or up to the effective date of disposal. Control is achieved where the Company has the power to govern the 

fi nancial and operating policies of an investee enterprise so as to obtain benefi t from its activities.

 The assets and liabilities of a subsidiary are measured at their fair values at date of acquisition. Any excess of the cost of 

acquisition over the fair values of the identifi able net assets acquired is recognised as goodwill.

 All signifi cant transactions and balances between group enterprises are eliminated on consolidation.

Associates

 Associated companies are those entities which are not subsidiaries or joint ventures, in which the Group exercises signifi cant 

infl uence, through participation in fi nancial and operating policy decisions of the investee.

 1.2 Property, plant and equipment.

 Property, plant and equipment is stated at cost less provision for depreciation and impairment losses. Cost includes all costs 

directly attributable to bringing the assets to a working condition for their intended use.

 Land is considered to have an infi nite life and is not depreciated.

 Depreciation is charged so as to write off the depreciable amount of the assets over their estimated useful lives to estimated 

residual values, using a method that refl ects the pattern in which the asset’s future benefi ts are expected to be consumed 

by the entity. Where signifi cant parts of an asset have different useful lives to the item itself, these parts are depreciated 

separately over their estimated useful lives. Where an asset has an estimated residual value equal to or greater than its carrying 

value it is no longer depreciated. The methods of depreciation, useful lives and residual values are reviewed annually.

Notes to the Financial Statements
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 Depreciation is charged on a straight-line basis, and the estimated useful lives applied to each category of fi xed assets  
 is as follows:-

 Land - No depreciation provided
 Buildings - 20 - 50 years
 Plant and Equipment - 1 - 10 years
 Rehabilitation Assets - 15 years
 Vehicles - 5 - 10 years
 Offi ce Furniture and Equipment - 5 - 10 years
 Computer Equipment and Software - 2 - 3 years

 1.3 Impairment of assets

 The carrying amount of the Group’s assets, other than inventories (excluding goodwill) are reviewed at each balance sheet 
date to determine whether there is any indication of impairment. If there is any indication that an asset may be impaired, its 
recoverable amount is estimated as the higher of its net selling price and its value in use, and an impairment loss is realized if 
the carrying value of an asset exceeds its recoverable amount. Impairment losses are charged against income in the period in 
which they are identifi ed.

 Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its 
recoverable amount, but limited to the amount which would have been its carrying amount had no such impairment losses 
been applied. A reversal of an impairment loss is recognised in income in the period in which it is identifi ed.

 1.4 Goodwill

 Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment 
losses. Goodwill is tested for impairment on an annual basis.

 1.5 Inventories

 Inventories are stated at the lower of cost and net realisable value. Cost is determined on an average cost basis and where 
applicable includes an appropriate share of manufacturing overheads. Net realisable value is the estimated selling price in the 
ordinary course of business, less the estimated cost of completion and costs necessary to make the sale. Where necessary, 
provision is made for obsolete, slow moving and defective stock.

 1.6  Taxation

 Taxation on the profi t or loss for the year comprises current and deferred tax. Income tax is recognised in the income statement 
except to the extent that it relates to items recognised directly in equity.

 Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at 
the balance sheet date.

 The charge for deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of 
assets and liabilities in the fi nancial statements and the corresponding tax basis used in the computation of taxable profi t, 
and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable 
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profi ts will be 
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the 
temporary difference arises from goodwill (or negative goodwill) or from the initial recognition (other than in a business 
combination) of other assets and liabilities in a transaction that affects neither the tax profi t nor the accounting profi t.

 Deferred tax is calculated at the tax rate that is expected to apply to the period when the asset is realised or the liability is settled.

 Additional taxes arising from the distribution of dividends are recognised at the same time as the liability to pay the dividend.

 1.7 Revenue recognition

 Revenue from the sale of goods and services is measured at the fair value of the consideration receivable, net of discounts, 
rebates and value added tax, and is recognised at either the date the risk and rewards of ownership of the goods have passed 

to the customer or when services are performed.
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 Rental income is recorded in the fi nancial statements in terms of the lease agreements with tenants, and on a straight-line 

basis over the period of each lease where this is material and applicable.

 Interest income is recorded in the fi nancial statements on a time proportion basis, taking account of the principal amount and 

the effective rate over the period.

 Dividend income is recorded in the fi nancial statements when the right to receive payment is established.

  1.8 Borrowing costs

 Borrowing costs are charged against income in the period in which they are incurred.

 1.9 Employee benefi ts

 The group operates a defi ned contribution plan which is available to all eligible employees. The plan is funded by company 

and employee contributions. The plan is governed by the Pension Funds Act and is managed by a major insurance company. 

The company’s contributions to the plan are charged to the income statement in the year to which they relate.

 The Group does not provide post-retirement healthcare benefi ts for employees.

 1.10 Cash and cash equivalents

 For the purposes of the cash fl ow statement, cash and cash equivalents include cash on hand, deposits held on call with banks, 

investment in money market instruments and bank overdrafts.

 1.11 Segmental reporting

 The group supplies aggregates and ready mixed concrete to customers. The board considers that the supply of these materials 

to the construction industry is the predominant activity of the Group and, as a result, no segmental report has been included 

in the fi nancial statements.

 1.12 Decommissioning and quarry rehabilitation

 Group companies are required to restore quarry and processing sites at the end of their productive lives to a condition 

acceptable to the relevant authorities. A rehabilitation trust fund had been established at the request of the regulatory 

authorities, and annual contributions had been made to the trust as required, in order for the ultimate rehabilitation cost 

to be provided for at the end of the of the useful life of the site. These contributions are expensed in the Company fi nancial 

statements, but on consolidation are refl ected as additions to rehabilitation investments.

 The expected costs of any decommissioning and rehabilitation program, discounted to its net present value, are capitalised at 

the beginning of a project and amortised over the estimated remaining useful life of the mining asset. The increase or decrease 

in the net present value of the provision for the expected cost is included with fi nance costs.

 1.13 Leases

 Leases are classifi ed as fi nance leases whenever the terms of the lease transfer substantially all the risks and rewards of 

ownership to the lessee. All other leases are classifi ed as operating leases, and where material, these are amortised on a 

straight-line basis over the period of the lease. Classifi cation is made at the inception of the leases.

 1.14 Provisions

 Provisions are recognised when the Group has a present legal or constructive obligation, as a result of past events for which 

it is probable that an outfl ow of economic benefi ts will be required to settle the obligation, and a reliable estimate can be 

made for the amount of the obligation. Where the effect of discounting to present value is material, provisions are adjusted 

to refl ect the time value of money. This includes the Group’s environmental obligations.

 1.15 Financial instruments

 Financial instruments recognised on the balance sheet include investments, trade and other receivables, cash and cash 

equivalents, trade and other payables and interest bearing debt. Financial instruments are initially recognised at fair value, 

which includes transaction costs, except for those items carried at fair value through profi t or loss, when the Company or 

group is party to a contractual arrangement. Subsequent measurement is set out on the next page.
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Investments

 Investments in subsidiaries and associates are recorded at cost, less impairments. Other investments are classifi ed as available 

for sale investments and are refl ected at fair value and gains and losses are recognised in equity.

Trade and other receivables

 Trade and other receivables are recognised at amortised cost, less provisions for impairments. Where the effect of discounting 

is immaterial, short duration receivables with no stated interest rate are measured at original invoice amount less provision 

for impairment. Impairment 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 sale. Signifi cant fi nancial diffi culties of the debtor, or delinquency in payments, 

are considered indicators that the trade receivable is impaired. The impairment is expensed in the income statement.

Cash and cash equivalents

 Cash and cash equivalents are measured at cost which is equivalent to fair value.

Equity

 Equity Instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Financial liabilities

 Financial liabilities are recognised at amortised cost.

Trade and other payables

 Trade and other payables are recognised at amortised cost. Where the effect of discounting is immaterial, trade payables with

 no stated interest rate are measured at original invoice amount. 

 1.16 The use of estimates, judgements and assumptions made in the preparation of the fi nancial statements

 Preparing fi nancial statements in conformity with IFRS requires estimates and assumptions that affect reported amounts 

and related disclosures. Actual results could differ from these estimates. Certain accounting policies have been identifi ed as 

involving particularly complex or subjective judgements or assessments, as follows:

Decommissioning and rehabilitation obligations

 Quantifying the future costs of these obligations is complex and requires various estimates to be made thereof, as well as 

interpretations of and decisions regarding regulatory requirements, particularly with respect to the degree of rehabilitation 

required, with reference to the sensitivity of the environmental area surrounding the sites. Consequently, the guidelines for 

quantifying the future rehabilitation cost of a site, as issued by the Department of Mineral and Energy, have been used to 

estimate future rehabilitation costs.

Property, plant an equipment

 The useful lives and residual values of items of property, plant and equipment are assessed annually in order for depreciation 

to be provided. The actual lives and residual values of assets may vary depending on several factors. Consideration has to be 

given to whether components of an asset have different useful lives to the rest of the asset, whether such a component forms 

a signifi cant part of the asset’s original cost, and whether subsequent expenditure on assets is to be treated as maintenance 

or to be capitalized.

Leases

 Vehicle leases have been classifi ed as operating leases since the Board has concluded that terms of the lease do not transfer 

substantially all the risks and rewards of ownership to the lessee.

Trade and other receivables

 Impairment of trade and other receivables requires the consideration of the impairment indicators, namely signifi cant fi nancial 

diffi culties of the debtor, or delinquency in payments.
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 1.17 Related party transactions

 The group, its subsidiaries and special purpose entities, in the ordinary course of business, enter into various sales, purchase 

and service transactions between group entities. These transactions are under terms that are no less favourable than those 

arranged with third parties and are shown in note 23.

Subsidiaries and special purpose entities

 Details of subsidiaries and special purpose entities are disclosed in note 4.

Shareholders

 Details of principal shareholders of the Group and a summary of the non-public shareholders are shown in the shareholder 

analysis on page 58 of the annual report.

Directors

 Details of transactions and balances with directors are provided in the notes to the fi nancial statements. Details of Directors 

remuneration are provided on page 57 of the annual report.

 1.18 Earnings per share

 Basic earnings per share is calculated by dividing the net profi t by the weighted average number of shares in issue during the 

year. The shares in the employee trust which have not yet been paid for are treated as treasury shares and excluded from the 

weighted average number of shares in the earnings per share calculation. They are subsequently treated as a dilution when 

calculating the diluted earnings per share.

2 PROPERTY, PLANT AND EQUIPMENT

 Consists of the following items:

COMPANY 2007 2006

Cost Accumulated Carrying Cost Accumulated Carrying

Price Depreciation Value Price Depreciation Value

Owned Assets R R R R R R

Land and buildings 114 400 203 93 601 114 306 602 5 409 737 82 837 5 326 900

Rehabilitation assets 9 422 617 1 965 973 7 456 644 3 329 406 1 678 292 1 651 114

Plant and equipment 50 242 271 20 130 523 30 111 748 30 068 310 15 573 722 14 494 588

Vehicles 97 334 944 40 621 265 56 713 679 60 451 147 36 984 293 23 466 854

Offi ce furniture & equipment 1 313 937 686 248 627 689 955 081 527 148 427 933

Computer equipment & software 2 379 736 1 299 616 1 080 120 2 541 614 1 449 368 1 092 246

Plant under construction 3 542 587 - 3 542 587 1 449 668 - 1 449 668
278 636 295 64 797 226 213 839 069 104 204 963 56 295 660 47 909 303
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GROUP 2007 2006

Cost Accumulated Carrying Cost Accumulated Carrying

Price Depreciation Value Price Depreciation Value

Owned Assets R R R R R R

Land and buildings 114 574 722 93 601 114 481 121 5 584 255 82 836 5 501 419

Rehabilitation assets 9 422 617 1 965 973 7 456 644 3 329 406 1 678 292 1 651 114

Plant and equipment 50 247 602 20 130 790 30 116 812 30 068 310 15 573 722 14 494 588

Vehicles 154 284 355 47 713 026 106 571 329 78 589 495 39 214 819 39 374 676

Offi ce furniture & equipment 1 319 355 687 692 631 663 960 499 528 050 432 449

Computer equipment & software 2 411 621 1 313 680 1 097 941 2 557 840 1 457 401 1 100 439

Plant under construction 3 542 587 - 3 542 587 1 449 668 - 1 449 668
335 802 859 71 904 762 263 898 097 122 539 473 58 535 120 64 004 353

 The carrying amounts can be reconciled as follows:

COMPANY

Start of year Additions Disposals Depreciation End of year

Carrying value R R R R R

Land and buildings 5 326 900 108 990 467 - (10 765) 114 306 602

Rehabilitation assets 1 651 114 6 093 211 - (287 681) 7 456 644

Plant and equipment 14 494 588 20 346 767 (17 826) (4 711 781) 30 111 748

Vehicles 23 466 854 40 796 492 (1 515 134) (6 034 533) 56 713 679

Offi ce furniture & equipment 427 933 358 856 - (159 100) 627 689

Computer equipment & software 1 092 246 399 991 - (412 117) 1 080 120

Plant under construction 1 449 668 2 092 919 - - 3 542 587
47 909 303 179 078 703 (1 532 960) (11 615 977) 213 839 069

GROUP

Start of year Additions Disposals Depreciation End of year

Carrying value R R R R R

Land and buildings 5 501 419 108 990 466 - (10 764) 114 481 121

Rehabilitation assets 1 651 114 6 093 211 - (287 681) 7 456 644

Plant and equipment 14 494 588 20 352 098 (17 826) (4 712 048) 30 116 812

Vehicles 39 374 676 79 607 556 (1 515 134) (10 895 769) 106 571 329

Offi ce furniture & equipment 432 449 358 856 - (159 642) 631 663

Computer equipment & software 1 100 439 415 650 - (418 148) 1 097 941

Plant under construction 1 449 668 2 092 919 - - 3 542 587
64 004 353 217 910 756 (1 532 960) (16 484 052) 263 898 097

 A schedule of the Group’s land and buildings may be inspected by members at the Group’s registered offi ce in Cresta.

3 GOODWILL

 This represents the excess of the purchase price of the shares in subsidiary WG Wearne Logistics (Pty) Ltd over the fair value of the 

net assets acquired.
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4 INVESTMENT IN SUBSIDIARIES

COMPANY

Shares 2007 2006

Issued Percentage Cost Cost

Company Name Capital Held Price Price

R % R R

WG Wearne Logistics (Pty) Limited 3 100 3 000 000 3 000 000
(Registration number 1970/005983/07)

Noordvaal Crushers (Pty) Limited 16000 100 1 1
(Registration number 1964/001382/07)

3 000 001 3 000 001

Special purpose entities

The WG Wearne Rehabilitation Trust (Master’s Offi ce Pretoria no IT 497/99) 

The WG Wearne Share Incentive Scheme (Master’s Offi ce Pretoria no IT 3250/06)

Loans to subsidiaries

Noordvaal Crushers (Pty) Limited 152 619 152 619

152 619 152 619

Loans from subsidiaries

WG Wearne Logistics (Pty) Limited 13 078 400 1 156 680
13 078 400 1 156 680

 

5 INVESTMENT IN ASSOCIATES

COMPANY AND GROUP
2007 2006

Issued Percentage Cost Cost
Company Name Capital Held Price Price

R % R R
Senatla Structures (Pty) Limited 100 49 49 49

49 49
 

 This company is dormant.

6 INVESTMENTS

COMPANY                GROUP

2007 2006 2007 2006

Unlisted investments as follows: R R R R

 Type of Market Market Market Market

Financial Institution Investment Value Value Value Value

Held by WG Wearne Limited -

Stanlib Wealth Management Ltd Unit Trust 1 551 265 672 130 1 551 265 672 130

Old Mutual PLC  Endowment Policy - 326 834 - 326 833

Held by WG Wearne Rehabilitation Trust -

Stanlib Wealth Management Ltd  Unit Trust - - 2 044 412 1 364 892
1 551 265 998 964 3 595 677 2 363 855

 

 The Stanlib Wealth Management Ltd Unit Trust held by the WG Wearne Rehabilitation Trust is not available for use by the Group, other than 

for its intended use for site rehabilitation in accordance with the trust deed and the directions of the Department of Minerals and Energy.
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7 LOANS TO GROUP ENTITIES

 This loan is to the WG Wearne Share Incentive Scheme is unsecured and currently bears interest at 9% per annum. Repayments are 

made when funds are available.

8 LOANS TO SHARE TRUST PARTICIPANTS 

GROUP

2007 2006

R R

Treasury shares unpaid for in share trust deducted from equity per note 10 below 6 658 499 -

Shares unallocated in share trust (170 000) -

6 488 499

Loans to share trust participants (6 395 619) -
Net balance included in trade and other receivables 92 880 -

 The loans made from the WG Wearne Share Incentive Scheme to the participants of the share scheme have been set off on 

consolidation against the unpaid for and allocated shares in the trust. They bear interest at the income tax offi cial interest rate for 

fringe benefi ts. They are secured by pledge of shares and the terms of repayment are per the trust deed and per each offer for shares 

made to employees. The current terms are that the loans be repaid prior to shares being sold, and the sale of shares is restricted to 

four tranches over a four-year period.

9 INVENTORIES

COMPANY AND GROUP

 2007 2006

 R R

The amounts attributable to the different categories are as follows:

Fuel, tyres and spare parts 785 290 1 347 145

Raw materials 3 164 637 2 463 332

Finished goods 9 907 243 6 289 792
13 857 170 10 100 269

10 SHARE CAPITAL

COMPANY

2007 2006

R R

Authorised - 500 000 000 Ordinary shares of 0.1 cent each 500 000 500 000

Issued -125 000 000 ordinary shares of 0.1 cents at start of year 125 000 82 625
5 000 000 ordinary shares of 0.1 cents issued at a premium of 99.9 c 5 000 17 375

20 000 000 ordinary shares of 0.1 cents issued at a premium of 269.9 c 20 000 25 000

       150 000 000 ordinary shares of 0.1 cents at end of year 150 000 125 000

Share Premium - at start of year 23 442 393 -
ordinary shares of 0.1 cents issued at a premium of 99.9 c 4 995 000 24 975 000

ordinary shares of 0.1 cents issued at a premium of 269.9 c 53 980 000 -

share issue expenses written off - (1 532 607)

at end of year 82 417 393 23 442 393
 

 The ordinary shares shall have 1 vote in respect of each share at any meeting of the shareholders of the holding company, the right 

to receive a dividend if declared and the right to participate in the capital surplus on winding up of the holding company.
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Reconciliation of share capital GROUP

2007 2006

R R

Share capital - per company above 150 000 125 000

Treasury shares – 4 534 500 unpaid for shares of 0.1 cents in share trust (4 534) -
145 466 125 000

Share premium - per company above 82 417 393 23 442 393
Employee share trust shares allotted at 100 cents and allocated to employees 
at 340 cents (premium of 240 cents) 2 124 000 -
Share Issue Expenses written off (424 800) -

Premium of 99.9 cents on 3 649 500 treasury shares unpaid for in share trust (3 645 850) -

Premium of 339.9 cents on 885 000 treasury shares unpaid for in share trust (3 008 115) -
77 462 628 23 442 393

 

 The surplus arising from the difference between the original price of 100 cents that shares were allotted at to the WG Wearne 

Share Incentive Scheme, and the subsequent allocation price of 340 cents to employees, has been treated as share premium on 

consolidation, and the capital gains tax on this surplus treated as share issue expenses. The unpaid-for shares in the share trust are 

treated as a deduction from share capital and share premium on consolidation.

11 NON-DISTRIBUTABLE RESERVES

COMPANY

2007 2006

R R

The non-distributable reserves represents share based payment expenses as follows:-

Balance at beginning of year - -

Movements during the year –

Transfer to non-distributable reserves 18 670 -
Balance at end of year 18 670 -

12 ENVIRONMENTAL OBLIGATIONS

COMPANY AND GROUP

2007 2006

R R
The Group is obliged to restore mining sites at the end of their productive lives to a condition acceptable 
to the regulatory authorities. These liabilities are provisions for estimated future restoration costs, 
discounted to their present value.
Balance at beginning of year 5 461 256 5 056 719

Amounts added –

Additional sites 6 818 612 -

Unwinding of discount 514 143 404 537
Balance at end of year 12 794 011 5 461 256
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13 SECURED LOANS

COMPANY AND GROUP
2007 2006

R R
ABSA Bank Limited 33 298 211 -
Less current portion included in current liabilities (5 181 540) -
Non-current portion 28 116 671 -

 This loan bears interest at a fi xed rate of 11.78% per annum, is secured by mortgage bonds amounting to R103 000 000 registered over 

certain of the Group’s land and buildings and is repayable in monthly instalments amounting to R730 251 over the next 5 years.

14 INSTALMENT SALE CREDITORS

COMPANY GROUP
2007 2006 2007 2006

R R R R
Nedbank Limited 14 035 567 7 057 683 14 035 567 7 057 684
First National Bank Limited - Wesbank 15 224 969 6 218 777 28 161 453 6 218 777
DaimlerChrysler Services (Pty) Limited 2 291 239 2 184 321 19 701 167 14 848 936
ABSA Bank Limited 17 599 664 - 32 665 700 -
Standard Bank Limited - - 5 136 979 -

49 151 439 15 460 781 99 700 866 28 125 397
Less current portion included in current liabilities (10 418 963) (5 777 624) (21 669 586) (7 309 973)
Non-current portion 38 732 476 9 683 157 78 031 280 20 815 424

 These liabilities are secured by instalment sale agreements over property, plant and equipment with a carrying value of R101 544 576. 

They currently bear interest at rates linked to the prime interest rate and are repayable in monthly instalments of R2 804 075 over 

periods ranging from 1 to 5 years.

15 DEFERRED TAXATION

COMPANY GROUP
2007 2006 2007 2006

R R R R
The deferred taxation balance is attributable to the following:
Differential in accounting and taxation amortisation rates 9 720 817 5 468 008 13 308 386 6 757 175
Assessed losses - - (139 531) (30 982)
Deferred taxation liability 9 720 817 5 468 008 13 168 855 6 726 193
Deferred tax reconciliation
Net deferred taxation liability at start of year 5 468 008 3 155 092 6 726 193 3 155 092
Acquired from subsidiary - - - 250 740

5 468 008 3 155 092 6 726 193 3 405 832
Movements during the year due to: 4 252 809 2 312 916 6 442 662 3 320 361
Tax rate change - (105 170) - (113 528)
Differential in accounting and taxation amortisation rates 4 252 809 2 418 086 6 551 211 3 347 673
Assessed losses - - (108 549) 86 216

Net deferred taxation liability at end of year 9 720 817 5 468 008 13 168 855 6 726 193

Tax losses
Available for set-off against future taxable income - - - 106 835
Applied to reduce deferred taxation - - - (106 835)
Unutilised - - - -
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16 FINANCIAL INSTRUMENTS

 The group fi nancial instruments consist of trade and other receivables, investments, trade and other payables and non-current liabilities.

 Credit risk management

 Credit risk relates to potential exposure on cash and cash equivalents, investments and trade receivables.

 To limit exposure on cash and investments, the Group’s cash assets and available for sale investments are placed with well established 

fi nancial institutions of high credit standing. Loans receivable from group entities are closely monitored and managed. Credit risk 

with respect to trade receivables is spread due to the variety of the Group’s customer base. Trade receivables are closely monitored, 

ongoing credit evaluation is performed on the fi nancial position of customers, and where possible credit insurance cover is arranged, 

or collateral obtained, to limit exposure to credit risk. 

 Interest rate risk management

 The group is exposed to interest rate risk when it borrows or lends funds at either fi xed and fl oating interest rates, and when it has 

surplus cash invested.

 Trade and other receivables, cash and cash equivalents and accounts payable are of short term maturity and non-interest bearing. 

If surplus funds are available, signifi cant interest bearing investments are made at market linked rates and are not of a long term 

nature. The interest rates and terms of repayment attributable to the remaining fi nancial instruments are adequately disclosed in 

the relevant notes to the fi nancial statements.

 Currency risk management

 The group may undertake certain transactions denominated in foreign currencies and exposures to exchange rate fl uctuations would 

arise.

 Group companies are generally not directly exposed to currency risk except when purchasing equipment from overseas, which 

occurs infrequently. Exchange rate exposures are managed by utilising forward foreign exchange contracts.

 Liquidity risk management

 Responsibility for liquidity risk management rests with the directors.

 The group manages liquidity risk by maintaining adequate banking facilities and continuously monitoring forecast and actual cash 

fl ows.

 Capital risk management

 The group manages its capital to ensure that it will be able to continue as a going concern while maximising the return to shareholders 

through the optimisation of the debt and equity balance. The capital structure of the group may at any time consist of debt, cash 

and cash equivalents and equity, comprising issued capital, reserves and retained earnings as disclosed in the statement of changes 

in equity. The group’s overall strategy remains unchanged from 2006.

 Fair value of fi nancial instruments

 All fi nancial instruments are carried at fair value or amounts that approximate fair value.

 Available for sale investments are carried at fair value. The carrying amounts for cash, cash equivalents, trade and other receivables 

and payables and loans approximate fair value due to the short term nature of these instruments. Long term borrowings are at 

market rates and their carrying values will approximate fair values. 
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17 BANKING FACILITIES

 The group has a multi-optional facility from Nedbank Ltd in the amount of R60 000 000 by way of overdraft, short term loan or 

letter of guarantee facility. This facility is repayable on demand and bears interest at the prime overdraft rate less 2 percent. As 

security for the facility, the bank holds:

a. Unrestricted fi rst cession of all present and future book debts.

b. Unlimited inter-linking suretyships including a cession of loan funds in favour of the bank between the Company and it’s 

subsidiary company, WG Wearne Logistics (Pty) Ltd.

c. First covering bond for R90 000 over fi xed property, supported by a pledge and cession of a Santam policy.

d. First covering bond for R1 000 000 over fi xed property, supported by a pledge and cession of a Santam policy.

e. First and second covering bonds totalling R1 200 000 over fi xed property, supported by a pledge and cession of a Santam Policy.

f. First continuous covering mortgage bond for R840 000 over property.

 The company and its subsidiary company, WG Wearne Logistics (Pty) Ltd, have combined banking facilities totalling R171 300 000 

provided by ABSA Bank Limited. Of these facilities, R139 800 000 are limited in term to fi ve years and the balance is to be reviewed 

annually. Of the facility, R70 000 000 bears interest at the prime overdraft rate less 1 percent, R33 000 000 bears interest at a fi xed 

rate of 11.78% per annum and the balance at the prime overdraft rate. As security for the facility, the bank holds:

a. First continuing mortgage bonds totalling R103 000 000 registered over fi xed properties.

b. Unlimited cross suretyship incorporating a cession of loan funds by subsidiary company, Noordvaal Crushers (Pty) Ltd.

c. Cession of mining rights obtained from De Bruyn Sand Group. 

d. Special notarial bonds over movable assets purchased from De Bruyn Sand Group for R27 000 000, of which R9 355 000 is held 

by WG Wearne Logistics (Pty) Ltd.

18 INTEREST BEARING BORROWINGS

COMPANY GROUP

2007 2006 2007 2006

R R R R

Non-current 66 849 147 9 683 157 106 147 951 20 815 424

Current 15 600 503 5 777 624 26 851 126 7 309 973
82 449 650 15 460 781 132 999 077 28 125 397

19 OTHER INCOME

COMPANY GROUP

2007 2006 2007 2006

R R R R

Other income comprises the following items:

Dividends received 846 392 1 243 857 858 9 121

Profi t on sale of property, plant and equipment 258 836 1 407 954 258 836 1 407 954

Bad debts recovered 383 080 292 204 383 080 292 204

Rent received 175 432 55 000 175 432 55 000

Sundry income 114 213 188 167 114 213 188 167
1 777 953 1 944 568 1 789 419 1 952 446
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20 PROFIT BEFORE TAXATION

COMPANY GROUP

2007 2006 2007 2006

R R R R

Profi t before tax is disclosed after crediting:

Profi t on disposal of property, plant and equipment 258 836 1 407 954 258 836 1 407 954

Dividends received 846 392 1 243 857 858 9 121

Interest received 1 891 141 941 480 1 941 513 941 879

and after charging:

Auditors’ remuneration - 430 000 300 000 480 000 330 000

Audit fees 350 000 300 000 400 000 330 000

Other services 80 000 - 80 000 -

Directors’ emoluments –

For services as directors 6 000 - 6 000 -

For managerial services 4 270 496 4 006 662 5 148 746 4 256 662

Basic salary 2 467 980 2 393 000 3 346 230 2 643 000

Incentive bonuses 1 000 000 1 000 000 1 000 000 1 000 000

Use of motor vehicle 380 318 237 797 380 318 237 797

Pension 296 304 263 716 296 304 263 716

Medical aid 119 566 112 149 119 566 112 149

Share based payment expense 6 328 - 6 328 -

Finance costs 5 342 863 1 780 064 8 403 120 3 110 792

Operating lease costs 2 682 241 1 078 578 5 836 765 4 124 913

21 CLASSIFICATION OF TOTAL EXPENDITURE BY NATURE

COMPANY GROUP

2007 2006 2007 2006

R R R R

Purchase of raw materials 127 138 972 63 970 385 126 584 342 63 356 410

Staff costs 43 348 204 30 896 696 47 710 045 32 853 467

Depreciation 11 615 977 4 542 421 16 484 052 6 241 167

Other operating expenses 129 190 318 80 726 352 120 715 378 72 347 952

Borrowing costs 5 342 863 1 780 064 8 403 120 3 110 792
316 636 334 181 915 918 319 896 937 177 909 788
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22 TAXATION

COMPANY GROUP

2007 2006 2007 2006

R R R R

South African normal tax

Current tax 3 808 896 2 547 857 3 808 896 2 547 857

Deferred tax - temporary differences 4 142 029 2 418 086 6 331 881 3 347 673

Deferred tax – assessed losses - - - 86 217

Deferred tax – rate change - (105 170) - (113 528)

Deferred tax - prior years 110 780 - 110 780 -

Secondary Tax on Companies - - - -
Charged against income 8 061 705 4 860 773 10 251 557 5 868 219

Reconciliation of the applicable tax to the effective tax

Profi t before tax 28 259 282 17 510 118 36 333 383 21 601 166

Income tax using statutory rate 8 195 192 5 077 934 10 536 681 6 264 338

Income not subject to tax (406 435) (291 460) (563 033) (465 163)

Expenses not deductible for tax 272 948 212 731 277 909 215 834

Special tax allowances - (33 262) - (33 262)

Deferred tax rate change - (105 170) - (113 528)
Effective tax 8 061 705 4 860 773 10 251 557 5 868 219

 The company has unutilised Secondary Tax on Company credits amounting to R846 392 available for set-off against future STC 

payable, when dividends are declared.

23 RELATED PARTY TRANSACTIONS

 Transactions with related parties:

 All transactions and balances with related parties, including their terms and conditions, are adequately disclosed elsewhere in the 

fi nancial statements, except for the transactions detailed below:

COMPANY

 2007 2006

Transaction type Related party relationship R R

Services received from subsidiary 27 137 219 19 168 155

Services rendered to subsidiary 4 122 715 952 227

Rehabilitation contributions to special purpose entity 554 630 613 975
 

 All supplies of goods and services were made on similar terms to those arranged with external customers.

24 OPERATING LEASE COMMITMENTS

COMPANY GROUP

2007 2006 2007 2006

R R R R

Due in 1 year 1 043 209 843 708 4 001 737 3 789 504

Due in 2 - 5 years 1 635 358 552 062 6 018 498 8 233 746
2 678 567 1 395 770 10 020 235 12 023 250
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25 EMPLOYEE BENEFITS

COMPANY GROUP

2007 2006 2007 2006

R R R R

Defi ned contribution plan:

Group contributions expensed 807 890 510 376 1 047 333 629 308

Approximately 77 percent of the Group’s employees are members of this plan.

26 FUNDAMENTAL ERROR CORRECTION

 The effect on the prior year income statements amounts of treating the rebates and discounts as reduction of cost of sales, as opposed 

to the prior year treatment of refl ecting them as other income, as discussed in the accounting policies above, is as follows:- 

COMPANY AND GROUP

2006

Reduction in cost of sales 1 956 228

Reduction in other income (1 956 228)
Effect on profi t before tax -

27 NOTES TO THE CASH FLOW STATEMENT

COMPANY GROUP

2007 2006 2007 2006

R R R R

27.1 Reconciliation of taxation paid during the year:

Charge in income statement (8 061 705) (4 860 773) (10 251 557) (5 868 219)

Adjustment for deferred tax 4 252 809 2 312 916 6 442 661 3 320 362

Movement in taxation balance (665 987) (2 175 085) (665 987) (2 175 085)
Payments made (4 474 883) (4 722 942) (4 474 883) (4 772 942)

27.2 Reconciliation of cash and cash equivalents:
Cash balances included in the cash fl ow statement 
comprise the following balance sheet amounts:-
Cash and cash equivalents 8 406 133 19 788 323 9 381 975 19 986 196

8 406 133 19 788 323 9 381 975 19 986 196

27.3 Acquisition of subsidiary:

Cost of shares - 3 000 000

Cash and cash equivalents of subsidiary acquired - (236 526)
Purchase price net of cash acquired - 2 763 474


