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SEPARATE ANNUAL FINANCIAL STATEMENTS 
 
Directors’ responsibilities and approval 
The directors are required by the Companies Act of South Africa to maintain adequate accounting records and are 
responsible for the content and integrity of the separate annual financial statements and related financial 
information included in this report. It is their responsibility to ensure that these separate annual financial 
statements comply with International Financial Reporting Standards (“IFRS”) as to form and content and present 
fairly the statement of financial position, results of operations and business of the company, and explain the 
transactions and financial position of the business of the company at the end of the financial year. The 
consolidated annual financial statements are presented in the integrated report. These separate annual financial 
statements are based upon appropriate accounting policies consistently applied throughout the company and 
supported by reasonable and prudent judgements and estimates. 

The directors acknowledge that they are ultimately responsible for the system of internal financial control 
established by the company and place considerable importance on maintaining a strong control environment. To 
enable the directors to meet these responsibilities, the board sets standards for internal control aimed at reducing 
the risk of error or loss in a cost-effective manner. The standards include the proper delegation of responsibilities 
within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure 
an acceptable level of risk. These controls are monitored throughout the company and all employees are required 
to maintain the highest ethical standards in ensuring the company’s business is conducted in a manner that is, in all 
reasonable circumstances, above reproach. 

The focus of risk management in the company is on identifying, assessing, managing and monitoring all known 
forms of risk across the company. While operating risk cannot be fully eliminated, the company endeavours to 
minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and 
managed within predetermined procedures and constraints. 

The directors are of the opinion, based on the information and explanations given by management and the 
internal auditor that the system of internal control provides reasonable assurance that the financial records may 
be relied on for the preparation of these separate annual financial statements. However, any system of internal 
financial control can provide only reasonable, and not absolute, assurance against material misstatement or loss. 
The going-concern basis has been adopted in preparing these separate annual financial statements. Based on 
forecasts and available cash resources, the directors have no reason to believe that the company will not be a 
going concern in the foreseeable future. These separate annual financial statements support the viability of the 
company. 

The separate annual financial statements have been audited by the independent auditing firm, PKF Durban, who 
have been given unrestricted access to all financial records and related data, including minutes of all meetings of 
shareholders, the board of directors and committees of the board. The directors believe that all representations 
made to the independent auditor during the audit were valid and appropriate. The independent auditor’s 
unqualified audit report is presented on pages 8 to 10. 

These separate annual financial statements have been prepared by the company’s chief financial officer, GM Scrutton 
CA (SA). 

The separate annual financial statements as set out on pages 5 to 25 were approved by the board on 18 August 
2021 and were signed on their behalf by: 

 
 
 
 
 
WR Neasham  GM Scrutton  
Company Chief Executive Officer  Chief Financial Officer  
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CEO and CFO responsibility statement 
 

The directors, whose names appear below, hereby confirm that – 

i. The annual financial statements set out on pages 5 to 25, fairly present in all material respects the 
financial position, financial performance and cash flow of the issuer in terms of IFRS; 

ii. No facts have been omitted or untrue statements made that would make these annual financial 
statements false or misleading; 

iii. Internal financial controls have been put in place to ensure that the material information relating to 
the issuer and its unconsolidated subsidiaries have been provided to effectively prepare the annual 
financial statements for the issuer; and 

iv. The internal financial controls are adequate and effective and can be relied on in compiling the annual 
financial statements, having fulfilled our role and function within the combined assurance model 
pursuant to principle 15 of the King Code.  

Where we are not satisfied, we have disclosed to the audit committee and the auditors the deficiencies in 
design and operational effectiveness of the internal financial controls and any fraud that involves directors, 
and have taken the necessary remedial action.  

 

WR Neasham GM Scrutton 
Company Chief Executive Officer Company Chief Financial Officer 
18 August 2021 
 

Certificate of the Company Secretary 
 
I certify that, to the best of my knowledge and belief, the requirements as stated in section 88(2) of the Companies 
Act of South Africa, have been met and that all returns, as required of a public company in terms of the 
aforementioned Act, have been submitted to the Companies and Intellectual Property Commission and that such 
returns are true, correct and up to date. 

 
 
 
M Louw 
Company Secretary 
11 Larch Close, Zwartkop Ext 4, Centurion, 0046, 18 August 2021 
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Audit Committee statutory report 
 

The audit committee is pleased to submit its report for the financial year ended 30 June 2021 in terms of section 
94(7)(f) of the Companies Act. 

The audit committee has discharged its responsibilities in terms of its formal audit committee charter which 
include the duties outlined in section 94(7) of the Companies Act. The committee is also supported in this process 
by the risk committee which monitors risk management and compliance activities. 

The committee considered and satisfied itself that the independent auditors, PKF Durban, and the nominated 
audit partner, Mrs T Marti-Warren, are independent of the company. 

At its various meetings held during the year, the audit committee is presented with information by the 
independent auditors, internal auditors and management, and based on this information the committee has come 
to the conclusion that nothing has come to its attention that would suggest that the company’s accounting 
practices and system of internal financial controls are not adequate or effective and do not form a basis for the 
presentation of reliable financial statements. The audit committee has reviewed the separate annual financial 
statements for the year ended 30 June 2021 with the assurance providers and management and are satisfied that 
they comply, in all material respects, with the requirements of the Companies Act and IFRS. This committee 
recommended that these separate annual financial statements should be approved by the board and distributed 
to the shareholders. 

On behalf of the audit committee 

 

On behalf of the Audit Committee 
Mr James Dixon 
Audit Committee Chairman, 18 August 2021  



 pg. 5 

Directors’ report  

1. NATURE OF BUSINESS AND OPERATIONS 
  ARB Holdings Ltd is a holding and investment company which owns investments in closely related trading 

and distribution businesses, as well as fixed property for letting. The various operations of the group are 
summarised below. ARB’s operations comprise 3 main business segments, namely: 
 Electrical Division 
 Lighting Division 
 Corporate Division 

  
 Electrical Division 
 ARB Electrical Wholesalers (Pty) Ltd, together with its subsidiaries, is a majority owned subsidiary (74%), and is 

the group’s largest operating division. It is a black-empowered electrical wholesaler operating in southern and 
South Africa offering a wide range of locally manufactured and imported products including power and 
instrumentation cabling; overhead line hardware and conductors; insulators; transformers and general 
electrical contracting materials. Clients range across large and heavy industry, parastatals, major construction 
groups, mining houses and electrical contractors. The subsidiary continues to expand its footprint by marketing 
through its Connect stores.  

 
 CraigCor Distribution Co (Pty) Ltd, a majority owned subsidiary (75%) of ARB Electrical Wholesalers, is the 

exclusive Rockwell automation distribution agent in Gauteng, Western Cape, Rustenburg, Namibia and Zambia 
and Honeywell in South Africa, Namibia and Zambia.  

 
 ARB Global (Pty) Ltd, a wholly-owned subsidiary, sells a range of locally manufactured and imported electrical 

products across South Africa’s borders. 
   
 CED – Consolidated Electrical Distributor (Pty) Ltd (CED), a wholly owned subsidiary, is a distributor of low 

voltage products including the Horizon plugs and socket range in South Africa. 
 
 Lighting Division 
 Eurolux (Pty) Ltd, a majority owned subsidiary (60%), together with its wholly owned subsidiaries including 

The Radiant Group, imports and distributes electrical light fittings, lamps and related electrical accessories 
mainly to retail and wholesale stores and principally in South Africa. 

 
 Corporate Division 
 Xact ERP Solutions (Pty) Ltd, a wholly-owned subsidiary, services the majority of the electrical division’s IT 

requirements and sells computer hardware and software support.  
 
 ARB Holdings Ltd also owns a property portfolio and rents these properties to certain of the group’s electrical 

branch operations.  
 
2. MANAGEMENT PHILOSOPHY 
 

The Company complies with the King Committee recommendations on corporate governance requirements 
of a unitary board chaired by an independent chairman. The board approved strategy and direction are 
executed by the executive directors and the subsidiary boards. Management adopts a hands-on approach to 
managing its subsidiaries. The CEO is actively involved in the executive committees of all operations, with 
executive directors of the company actively controlling the operations.  The staffing levels, working capital 
and cash flow management are always a major focus of the company and is managed at the CEO level with 
formal monthly reviews. 
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3.     FINANCIAL RESULTS 
During the period under review, the Covid pandemic that affected the economy so badly last year, continued 
but a much lower level of effect on the economy. This resulted in fewer days in lock downs of varying levels. 
As a consequence of this, there has been another significant reduction in property rentals in the market and 
the fair values of the investment properties, which were revalued again after these lockdowns had started, 
have been negatively affected and the valuation exercise reflected a R15.0m reduction (2020 reduction of 
R19.3m) in the fair value.  The company also re-assessed the IFRS9 impairment for loans from subsidiary 
companies and found the existing provisions to be adequate. Other than this the effect of Covid on the 
company was not significant. The full impact of the pandemic on our operations will only be known over 
time. 

The company recognised a fair value loss through profit and loss on the put option granted to the NCI’s of 
Eurolux. This primarily arose because the estimated strike price of the put option increased in the year due 
to the combined effect of the increase in the ARB share price and the results of the business concerned. It is 
probable that this fair value adjustment will reverse in the near future. The remainder of the operating results 
and statement of financial position of the company are fully set out in the attached separate annual financial 
statements. 

 In our opinion, the separate annual financial statements do not require further comment.  

3. SHARE CAPITAL 
 Authorised share capital 
 The authorised share capital amounts to R100 000, being 1 000 000 000 ordinary shares of 0.01 cents each. 

There were no changes to the authorised share capital during the year under review. 
  
 Issued share capital 
 The issued share capital amounts to R23 500, being 235 000 000 ordinary shares of 0.01 cents each. There 

were no changes to the issued share capital during the year under review. The unissued ordinary shares are 
the subject of a general authority granted to the directors in terms of the Companies Act (2008) and the JSE 
Listings Requirements.  In terms of the company’s memorandum of incorporation (“MOI”) this general 
authority remains valid only until the next AGM, which is to be held on 4 November 2021. Members will be 
requested at the meeting to consider an ordinary resolution placing the said ordinary shares under the 
control of the directors until the 2022 AGM. 

4. DIVIDENDS 
 The board has approved as a minimum, a 2.5 times dividend cover ratio, subject to any future funding 

requirements (such as Capex) and an informal policy to return excess cash to shareholders. Subsequent to 
the year end, a final dividend was declared for the 2021 year which will be to shareholders in September 
2021 of R100m (42.5 cents per share, comprising an ordinary dividend of 32.5 cents per share and a special 
dividend of 10 cents per share). The 2020 (covid year) dividend was waived to retain cash withing the group, 
due to the significant uncertainty that existed at the time. 

 
5. DIRECTORS 
 The directors of the company during the year under review and to the date of this report are as follows:  
 

RB Patmore Independent Non-executive chairman 
 WR Neasham Managing director and group chief executive officer  
 TS Botha Non-executive director (appointed 1 April 2021)  
 BG Burke  Executive director (appointed 1 July 2021)  
 JS Dixon Independent non-executive director  
 ST Downes Independent non-executive director 

 GM Scrutton Financial director and group chief financial officer  
  
 Directors’ remuneration is reported in note 22 (related parties) 
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6.  DIRECTORS’ INTEREST IN CONTRACTS 
 No material contracts in which Directors have an interest were entered into during the year. All transactions 

with related parties are detailed in note 22 to the separate annual financial statements. 
 
 
7. DIRECTORS’ SHAREHOLDING IN THE ISSUED SHARE CAPITAL OF THE COMPANY 

  Shares (000’s) 

  Direct beneficially Indirect beneficially Percentage held 

 2021     
 Simon Downes #* - 600 0.26% 
 James Dixon #* 20 - 0.01% 
 William Neasham (CEO) 4 862 75 2.10% 
 Blayne Burke ** 77 - 0.03% 
 Jason Burke ** 71 - 0.03% 
  5 030 675 2.43% 
 2020    
 Simon Downes #* - 600 0.26% 
 James Dixon #* 20 - 0.01% 
 William Neasham (CEO) 4 862 75 2.10% 
 Blayne Burke ** 77 - 0.03% 
 Jason Burke ** 71 - 0.03% 
  5 030 675 2.43% 

* Non-executive         # Independent       ** Director of subsidiary, ARB Electrical Wholesalers (Pty) Ltd   
  

There have been no changes in the director’s shareholdings between the year end and the date of this report. 
 

8. BORROWINGS 
 The board have set the acceptable gearing level at interest bearing debt of 43% of equity (effectively a 30% 

gearing ratio). The directors have established credit facilities with various financial institutions for use by the 
company and its subsidiary companies. The directors did not exceed any authorised levels of borrowings 
during the year under review. 

9. SPECIAL RESOLUTIONS 
 The only special resolutions passed during the period were those passed at the AGM, and included in the 

2020 integrated report, giving directors general authority to repurchase up to 10% of the shares in the 
company; approving the non-executive directors’ remuneration and financial assistance of subsidiaries (in 
terms of s44 and s45 of the Companies Act). No shares were repurchased during the year. These resolutions 
will again be proposed at the forthcoming AGM. 

10. ACQUISITIONS 

The company made no acquisitions during the year under review 

11. ULTIMATE HOLDING COMPANY 

The company’s holding company is Burke Consolidated Holdings (Pty) Ltd. 

12.   COMMITMENTS AND SUBSEQUENT EVENTS 
The ongoing duration and impact of the COVID-19 pandemic will continue to be an influence on our property 
portfolio and subsidiaries’ customer base.  

The directors are not aware of any other material event or circumstance arising since the end of the reporting 
period and up until the date of this report, not otherwise disclosed in these separate annual financial 
statements which significantly affects the financial position, results or cash flows of the group  

18 August 2021  
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Independent auditor’s report 
To the Shareholders of ARB Holdings Limited 

Report on the Audit of the Separate Annual Financial Statements 

Opinion  

We have audited the separate financial statements of ARB Holdings Limited (the company) set out on pages 11 
to 25, which comprise the separate statement of financial position as at 30 June 2021, and the separate statement 
of profit or loss and other comprehensive income, the separate statement of changes in equity and the separate 
statement of cash flows for the year then ended, and notes to the separate financial statements, including a 
summary of significant accounting policies.  

In our opinion, the separate financial statements present fairly, in all material respects, the separate financial 
position of ARB Holdings Limited as at 30 June 2021, and its separate financial performance 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. 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Separate Financial 
Statements section of our report. We are independent of the company in accordance with the Independent 
Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors (IRBA Code) and other 
independence requirements applicable to performing audits of financial statements in South Africa. We have 
fulfilled our other ethical responsibilities in accordance with the IRBA Code and in accordance with other ethical 
requirements applicable to performing audits in South Africa. The IRBA Code is consistent with the corresponding 
sections of the International Ethics Standards Board for Accountants’ International Code of Ethics for Professional 
Accountants (including International Independence Standards). We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the separate financial statements of the current period. These matters were addressed in the context of our audit 
of the separate financial statements as a whole, and in forming our opinion thereon, and we do not provide a 
separate opinion on these matters.  

Key audit matter How our audit addressed the key audit matter 

Valuation of the derivative financial instrument put options 

As disclosed in note 15, the non-controlling 
interests of the subsidiary, Eurolux, currently have 
a right to put their remaining shareholding to the 
company in terms of a put option. This resulted is 
a derivative financial instrument being the 
difference between the put option contractual 
strike price and the fair value of the related shares 
in the subsidiary. 

The valuation of the fair value of the shares in the 
subsidiary was performed using discounted cash 
flow models which involve a number of key 
assumptions which are presented in note 15 to the 
separate financial statements. These include: 

• The growth rate and terminal growth rate, is 
considered to be highly subjective since it is 
based on management’s experience and 

Our audit procedures included: 

• We assessed whether the approach adopted by 
management in the discounted cash flow model was in 
line with market practice; 

• We have tested the mathematical accuracy of the 
discounted cash flow model through re-performing the 
calculations; 

• We analysed the future projected cash flows used in 
the model to determine whether they were reasonable 
and supportable; 

• We assessed the appropriateness of the growth and 
terminal growth rates and tested the weighted 
average cost of capital calculation and the variables 
used therein;  

• We compared the value of the put option strike price 
to the fair value of the related shares in the subsidiary 



 pg. 9 

expectations rather than observable market 
data. 

• The discount rate is based on a weighted 
average cost of capital calculation which is 
complex. 

The current economic climate and the COVID-19 
induced uncertainty surrounding the future 
economic conditions increased the complexity of 
forecasting. 

The fair value calculation is considered to be a key 
audit matter due to the extent of judgement and 
estimation required.  

to determine the reasonableness of carrying value of 
the derivative financial instrument; and 

• We subjected the key assumptions to sensitivity 
analyses. 

 

Other Information 

The directors are responsible for the other information. The other information comprises the information 
included in the document titled “ARB Holdings Limited Separate Financial Statements for the year ended 30 June 
2021”, which includes the Certificate of the Company Secretary, the Audit Committee statutory report and the 
Directors’ report as required by the Companies Act of South Africa, and the CEO and CFO responsibility statement, 
which we obtained prior to the date of this report, and the document titled “ARB Holdings Limited Integrated 
Report 2021”, which is expected to be made available to us after that date. The other information does not include 
the consolidated or the separate financial statements and our auditor’s reports thereon. 

Our opinion on the separate financial statements does not cover the other information and we do not express an 
audit opinion or any form of assurance conclusion thereon.  

In connection with our audit of the separate financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the separate 
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, 
based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard.  

Responsibilities of the Directors for the Separate Financial Statements 

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

In preparing the separate financial statements, the directors are responsible for assessing the company’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or 
have no realistic alternative but to do so.  

Auditor’s Responsibilities for the Audit of the Separate Financial Statements 

Our objectives are to obtain reasonable assurance about whether the separate financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from 
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of these separate financial statements.  

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional 
scepticism throughout the audit. We also:  
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 Identify and assess the risks of material misstatement of the separate financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that 
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control.  

 Obtain an understanding of internal control relevant to the audit 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 company’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 
and related disclosures made by the directors.  

 Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and based on 
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may 
cast significant doubt on the company’s ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the 
separate financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or 
conditions may cause the company to cease to continue as a going concern.  

 Evaluate the overall presentation, structure and content of the separate financial statements, including the 
disclosures, and whether the separate financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation.  

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audit.  

We also provide the directors with a statement that we have complied with relevant ethical requirements 
regarding independence, and to communicate with them all relationships and other matters that may reasonably 
be thought to bear on our independence, and where applicable,  actions taken to eliminate threats or safeguards 
applied.  

From the matters communicated with the directors, we determine those matters that were of most significance 
in the audit of the separate financial statements of the current period and are therefore the key audit matters. 
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the 
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in 
our report because the adverse consequences of doing so would reasonably be expected to outweigh the public 
interest benefits of such communication.  

Report on Other Legal and Regulatory Requirements 
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we report 
that PKF Durban has been the auditor of ARB Holdings Limited for 22 years. 

 
 
 
PKF Durban 
Partner: TC Marti-Warren 
Registered Auditor 
18 August 2021 
Durban   
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Statement of comprehensive income 
for the year ended 30 June 2021 

R000’s Note 2021 2020 

Revenue 1 176 902 126 408 

Gross profit  176 902 126 408 
Other income   - 
Overheads  (20 335) (13 280) 

Operating income  156 567 113 128 
Unrealised fair value adjustment to put option derivative  (21 500) 9 000 
Unrealised fair value adjustment to investment property  11 959 (19 324) 
Impairment of land                                                                              (26 986) - 
IFRS9 group loans expected credit loss adjustment  - (1 500)  

Profit before interest and tax 2 120 040 101 304 
Interest received 4 11 997 8 064 
Interest paid 4 (8 032) (10 223) 

Profit before tax  124 005 99 145 
Tax 5 (12 402) (17 322) 

Profit for the year  111 603 81 823 

Total comprehensive income for the year  111 603 81 823 

 

Statement of financial position 
at 30 June 2021 

Assets    
Non-current assets    
Investment property 6 311 386 326 052 
Property, plant and equipment 7 25 40 
Investments in subsidiaries 8 78 008 78 008 
Deferred lease smoothing asset  13 209 7 569 
  402 628 411 669 

Current assets    
Other receivables 11 492 15 972 
Loans receivable 10 183 119 257 842 
Cash and cash equivalents 12 265 060 106 868 
  448 671 380 682 
Total assets  851 299 792 351 

Equity and liabilities    
Equity and reserves    
Share capital and premium 13 116 174 116 174 
Property reserve 14 46 104 54 949 

54 949 Accumulated profits  475 444 354 996 

Attributable to ARB ordinary shareholders  637 722 526 119 
Non-current liabilities    
Deferred tax 9 22 708 27 311 

Current liabilities    
Put option derivative and trade and other payables 15 17 297 3 740 
Tax payable 19.2 2 426 2 658 
Loans payable 10 171 146 232 523 
  190 869 238 921 
Total equity and liabilities  851 299 792 351 
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Statement of changes in equity 
for the year ended 30 June 2021 
 

R000’s 
Share capital 

and 
premium 

Property 
reserve 

Accumulated 
profits 

Total 

Balance 1 July 2019  116 174 73 960 312 912 503 046 
Total comprehensive income for the year                            

Profit for the year - - 81 823 81 823 

Dividends - - (58 750) (58 750) 

Transfer from accumulated profits to property reserve - (19 011) 19 011 - 
Balance at 30 June 2020 116 174 54 949 354 996 526 119 

Total comprehensive income for the year     

Profit for the year -  - 111 603 111 603 

Transfer to accumulated profits from property reserve - (8 845) 8 845 - 
Balance at 30 June 2021 116 174 46 104   475 444 637 722 

                                                                                                  Notes               13                   14               SoFP             SoFP 

 

Statement of cash flows  
for the year ended 30 June 2021 

  Company 

R000’s Note 2021 2020 

Cash generated by operating activities 19.1 (1 208)  (15 511) 
Interest received 4 11 997 8 064 

Interest paid 4 (8 032)  - 

Dividends paid SoCE - (58 750) 

Income tax paid 19.2 (17 237) (15 380) 

Net cash generated by operating activities  (14 480) (81 577) 
 Cash flows from investing activities    

Changes in loans advanced to borrowing subsidiaries  
 to borrowing subsidiary companies  

19.3 137 045 (90 170) 

Investment property acquired / improvements  6 (362) (1 172) 

Property, plant and equipment acquired 7 (37) (39) 

Net cash generated from investing activities  136 646 (91 381) 
Cash flows from financing activities    
Loans advanced by lending subsidiary companies 19.4 36 026 141 247 

Net cash generated from financing activities   36 026 141 247 
Decrease in cash and cash equivalents  158 192  (31 711) 
Cash and cash equivalents at beginning of the year  12 106 868 138 579 

Cash and cash equivalents at end of the year 12 265 060 106 868 
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NOTES THE SEPARATE FINANCIAL STATEMENTS 

 R000’s Note 2021 2020 

1. REVENUE   

 Revenue from contracts with customers   

 Management fees received from subsidiary companies 12 485 12 423 

 Other revenue   

 Dividends received from subsidiary companies 94 400 39 250 

 Interest received from subsidiary companies                                                          13 619 19 222 

 Rental received from subsidiary companies 47 252 47 576 

 Rental received from third parties 3 506 3 364 

 Lease straight line adjustment  5 640 4 573 

  176 902 126 408 

2. PROFIT BEFORE INTEREST AND TAX   

 Profit before interest and tax is arrived at after taking   

 Into account the following items:   

 Income   

 Unrealised fair value adjustment to put option derivative - 9 000 

 Expenditure    

 Unrealised fair value adjustment to investment properties                                  6          15 027 19 323 

 Unrealised fair value adjustment to put option derivative 21 500 - 

 IFRS9 group loans ECL expected credit loss adjustment - 1 500 

 Auditors’ remuneration – current year 522 522 

 Auditors’ remuneration – prior year and non-audit services 35 86 

 Loss on disposal of property, plant and equipment - 1 

 Direct operating expenses of income generating investment properties 570 656 

 JSE Listing fees 466 468 

 Secretarial fees 347 343 

3. STAFF COSTS   

  Other than directors who are reported in Note 16 (related parties)  1 803 1 574 

 Short term benefits comprise salaries and bonuses paid.  Retirement funds are all defined benefit funds. There are no 
prescribed officers.  

4. INTEREST RECEIVED    

 Financial institutions  11 997 8 064 

 INTEREST PAID    

 Subsidiary companies               (8 032) (10 223) 

5. TAX    

 SA normal tax    
  Current tax  (17 005) (16 568) 
 Deferred tax    
  Current year temporary differences  2 090 (754) 
  Prior year under provision  2 513 - 
 Tax for the year  (12 402) (17 322) 
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 R000’s Note 2021 2020 

 Tax rate reconciliation  % % 

 SA normal tax rate  28.00 28.00 
 Adjusted for:    
 Exempt income – dividends received  (21.23) (11.08) 
 Non-taxable IFRS items – put option and loan impairments  4.90  (2.12) 

 Non-deductible expenditure – investment property impaired below  
cost 

 0.63 2.45 

 Prior year deferred tax estimate adjustment  (2.03)  - 
 Other    0.22 
 Net adjustment  (17.73) (10.53) 
 Effective rate of tax  10.27 17.47 

     

6. INVESTMENT PROPERTY    

 Opening fair value  326 052 344 204 
 Acquisition of land and Improvements at cost  362 1 171 
 Net unrealised valuation adjustment for the year 2 (15 027) (19 323) 
  Unrealised revaluation / (devaluation) of buildings  17 599 (19 777) 
  Unrealised (devaluation) / revaluation of land  (26 986) 5 027 
  Deferred lease smoothing  (5 640) (4 573) 
 Closing fair value  311 386 326 052 
 Land at fair value  128 345 155 119 
 Buildings at fair value  196 250 178 502 
 Lease smoothing adjustment  (13 209) (7 569) 
 Closing fair value  311 386 326 052 
 

A register of investment properties is available to shareholders at the registered office of the company. There were no sales of 
investment properties during the year so all valuation adjustments are ‘unrealised’. No investment property has been provided 
as security. If the cost model had been applied, the carrying value of the land would have been R78.0.m (2020: R77.8m) and the 
buildings would have been R174.9m (2020: R174.8m). The company has a “call option” (a right, but not an obligation) to acquire 
the property held by a company controlled by Eurolux directors and NCI shareholders for cash at externally appraised market 
value at date of exercise of the option.  

The fair value of investment properties is determined by a full site visit valuation every 3 years and, in the intervening years, are 
updated annually using desk top valuations by an independent professionally qualified valuator, Marius Groenewald (Pr Val Reg 
No 5047, M.I.V.S.A.; MRICS) of Valquest Property Valuers & Consultants, who has 20 years valuation experience and has recent 
experience in the locations and categories of land and buildings being valued. These full fair value valuations were determined at 
30 May 2021 using the income method based on market related rentals for this valuation. This involved estimating the future net 
annual income of the properties and capitalising this at an appropriate capitalisation rate. In estimating the fair value of the land 
and buildings, the highest and best use is their current use. Land is valued, for accounting purposes only, using the ‘comparable 
method’. There has been no change in the valuation technique to that used during the prior full valuation. The fair value 
measurement of land and buildings has been classified at a level 3 (2020: level 3). There were no transfers between fair value 
levels 1, 2 or 3 during the year. There are no contractual commitments to construct, develop or purchase investment properties 
(2020 ; nil)  

The valuer again considered the effect of COVID-19 on these valuations by including the effects on current, COVID-19 affected, 
rental rates, as he determined them in the market in these valuations. The only other significant key assumptions used in the 
fair value measurement are as follows: 

Material assumptions’ 2021 2020 
Average capitalisation rate 10.46% 11.31% 
Average rental income per square meter R338 R 360 
Average cost ratio 26.22% 29.78% 

 
If the average capitalisation rate changed by 0,50% upwards or downwards then the fair value adjustment to the portfolio carrying 
value would have decreased by R15.1m (2020: R7.8m) and increased by R16.6m (2020: R9.1m) respectively. 
If the average rental rate per square meter was increased by 5% upwards or downwards, the fair value adjustment to the portfolio 
carrying value would have increased by R22.0m (2020 R13.4m) and decreased by R21.2m (2020 R12.8m) respectively.  
If the average cost ratio changed by 2,00% upwards or downwards then the fair value adjustment to the portfolio carrying value 
would have decreased by R8.4m (2020: R5.0m) and increased by R8.1m (2020: R5.4m) respectively. 
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7. PROPERTY PLANT AND EQUIPMENT 

  2021 2020 

 
R000’s 

Cost  Accumulated 
depreciation 

Carrying 
value 

Cost  Accumulated 
depreciation 

Carrying 
value 

 Company       

 Plant and equipment 340 (315) 25 303 (263) 40 

 
The carrying amounts of property, plant and equipment can be reconciled as follows: 

 
 

R000’s 

Carrying 
value at 

beginning of 
year  Additions Disposals Depreciation 

Carrying 
value at end 

of year 

 2021      
 Plant and equipment 40 37 - (52) 25 

 2020      
 Plant and equipment 29 39 - (28) 40 

 
There are no restrictions to the title, nor are any pleaded as security and there are no contractual commitments for the 
acquisition of any of the property plant and equipment 
 

  Ownership Shares Issued Investment 
   Number of shares R000’s 
 R000’s % 2021 2020 2021 2020 

8. INVESTMENTS IN DIRECT SUBSIDIARIES      

 ARB Electrical Wholesalers (Pty) Ltd  74% 10 000 10 000 8 8 
       (Local empowered electrical wholesaler)      
 Eurolux (Pty) Ltd  60% 1 900 1 900 78 000 78 000 
       (Local unempowered lighting wholesaler)      
 Xact ERP Solutions (Pty) Ltd  100% 100 100 - - 
       (IT system developer and provider)      
 ARB Global (Pty) Ltd  100% 100 100 - - 
       (Global electrical wholesaler)      
 CED – Consolidated Electrical Distributor (Pty) Ltd 100% 120 120 - - 
       (Chint distributor)      
     78 008 78 008 

 
All investments are stated at cost.  All subsidiaries are incorporated in and have their principal place of business in the Republic 
of South Africa.  
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 R000’s Note 2021 2020 

9. DEFERRED TAX   

 Carrying value at beginning of year (27 311) (26 557) 

 Movements during the year attributable to:   

 Investment properties 4 605 693 
 Commercial building tax allowance (2 064) (2 247) 
 Special allowances and other 2 062 800 

 Carrying value at end of year  (22 708) (27 311) 

 The carrying value comprises:   

 Investment properties (24 901) (27 442) 

  Revaluation of investment properties (16 053) (20 658) 

  Building allowance (8 848) (6 784) 

 Building allowances and other small permanent differences 2 193 131 

  (22 708) (27 311) 

 DEFERRED TAX    

 Balance at 1 July                                                                          (27 311) (26 557) 

 Current year charge                                                                                                                           2 090 (754) 

 Prior year adjustment  2 513 - 

 Balance at year end (22 708) (27 311) 

10. LOANS RECEIVABLE/(PAYABLE)   

 CED – Consolidated Electrical Distributor (Pty) Ltd 20 040 36 003 

 Eurolux (Pty) Ltd 168 079 226 839 

 IFRS 9 Expected credit loss provision (5 000) (5 000)  

 Loans receivable 183 119 257 842 

 ARB Global (Pty) Ltd (30 165) (6 096) 

 Xact ERP Solutions (Pty) Ltd (5 434) (3 146) 

 ARB Electrical Wholesalers (Pty) Ltd (135 547) (223 281) 

 Loans payable (171 146) (232 523) 

The carrying amount of loans receivable/(payable) approximates their fair value due to the short-term nature of the instruments. 
These loans are unsecured, bear interest at rates linked to prime and have no fixed terms of repayment and are repayable on 
demand. They arise primarily for the purposes of trading as the company performs a treasury function for the group, but does 
not act as a deposit taking institution. These loans are not in arrears. Loans receivable inherently expose the company to credit 
risk if the counter party fail to make payments as they fall due. The company does not hold collateral or other credit 
enhancements against group loans receivable. The maximum credit risk exposure is the gross carrying amounts of the loans as 
presented above, other than the guarantees provided (refer note 18.2 below). R60m of the loan to Eurolux has been subordinated 
and a further R13.8m ceded in favour of Nedbank for facilities granted to Eurolux. R48m of any loans to the electrical group have 
also been ceded in favour of Nedbank to secure these banking facilities. At the year-end there were no debit loans to the electrical 
group.  

 R000’s  2021 2020 

11 OTHER RECEIVABLES  

 Put option derivative  - 14 500 

 Other receivables  492 1 472 

    492 15 972 

 

 
The carrying value of trade and other receivables approximated their fair value due to the short-term nature of these instruments.  
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 R000’s  2021 2020 

12. CASH AND CASH EQUIVALENTS    

 Money market instruments 233 605 106 465 

 Bank balances 31 455 403 

  265 060 106 868 

 

 
Money market instruments are collective investments in various cash and cash equivalent investments with a 24-hour liquidity, 
mainly the NedGroup Core Income Fund R233.3m (2020: R106.2m), Investec Money Market Fund R0.2m (2020: R0.2m) and Nedbank 
Deposit Notes Rnil (2020: Rnil). Fair value approximates the carrying amount due to the short-term nature of these investments. 
 

13. SHARE CAPITAL AND PREMIUM   

 Authorised   

 1 000 000 000 ordinary shares of 0,01 cents each  100 100 

 Issued    

 235 000 000 ordinary shares of 0,01 cents  24 24 

 Share premium  116 150 116 150 

   116 174 116 174 

 

 
Ordinary shareholders are entitled to equal voting rights at shareholder meetings and to receive equal dividends. There are no 
restrictions attaching to these shares. There are no limitations on the payment of dividends and the repayment of capital. There are 
no share option schemes so no shares have been reserved for share option schemes.  There are no treasury shares repurchased by 
the company. The directors are authorised, until the forthcoming annual general meeting, to issue and allot 5% of the unissued 
shares for any purpose and upon such terms and conditions as they deem fit. 
 

14. RESERVES    

 Property reserve    

 Balance at the beginning of the year  54 949 73 960 

 Prior year land impairment   - (2 500) 

 Unrealised revaluation for the year through profit and loss 6 (15 027) (19 324) 

 Less deferred tax thereon – current year  3 670 2 813 

 Less deferred tax thereon – prior year adjustment  2 513 - 

 Balance at the end of the year  46 104 54 949 

 

 
The property reserve forms part of accumulated profits but is voluntarily presented separately in order to track the amount by which 
investment properties have been fair valued or impaired by since acquisition. There are no restrictions on the distribution of this 
reserve. 

     

15 
PUT OPTION DERIVATIVE, TRADE AND OTHER 
PAYABLES 

   

 Unrealised put option derivative  7 000 - 

 Expense accruals  970 1 815 

 Financial instruments  7 970 1 815 

 Leave pay and bonus accruals  8 384 1 207 

 VAT payable  943 718 

 Non-financial instruments   9 327 1 925 

   17 297 3 740 

 

The carrying amount of trade and other payables approximates their fair value due to the short-term nature of the instruments. 
The non-controlling interests in subsidiary Eurolux (Pty) Ltd, currently have the right, in terms of a contractual agreement, to 
put their remaining shareholding to the company. The put option became exercisable in January 2018. The difference in value 
between the contractual put option strike price and the fair market value of the related subsidiary shares result in derivative 
financial instruments. The fair value of the shares is measured at each reporting period end and the unrealised difference 
between the strike price and the fair market value is recognised through profit and loss. Fair market value is determined using 
the discounted cash flows (“DCF”) method.  
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Cash flows are estimated based on management forecasts and guidance was taken from published macro-economic forecasts 
(standardised on the Investec forecasts) for the appropriate growth rates at the valuation date. In the prior year this derivative 
was an asset disclosed under receivables. Key assumptions used in the projection are: average growth rate year 1 to 5 was 9.7% 
(2020: 5.4%), a terminal growth rate 4.0% (2020: 4.0%) and a discount rate of 17.4% (2020: 14.9%). The discount rate was 
adjusted because of the increased risks, including that of COVID-19; increased gearing and management change risk. 
Management has based its assumptions on past experience and external sources of information, such as industry sector reports 
and market expectations.  
The discounted cash flows are sensitive to changes in the growth, terminal growth and discount rate. A 1%% change in the 
discount rate would result in a material change in the fair value, while a 2% change in both the terminal growth rate and growth 
rates for 1 to 5 years would result in a material change to the fair value of the put option derivative. 

  

16. RELATED PARTY TRANSACTIONS  

R000’s Note 2021 2020 

Rentals from subsidiary companies 1/19 47 252 47 576 

Management fees from subsidiary companies 1/19 12 485 12 423 

Interest received from subsidiary companies 1 13 619 19 222 

Interest paid to subsidiary companies 4 (8 032) (10 223) 
 

      Directors emoluments 

 

R000’s 

Salary 
Performa

nce bonus 
Directors 

fees 

Contributio
ns to 

retirement 
funds 

Other 
employment 

benefits Total 
 2021       
 Executive Directors       
    WR Neasham 3 323 - - 329 264 3 916 
    GM Scrutton 2 016 250 - 380 181 2 7827 
 Non-Executive Directors       
    ST Downs - - 451 - - 451 
    JS Dixon - - 464 - - 464 
    RB Patmore - - 698 - - 698 
    T Botha (#) - - 75 - - 75 
  5 339 250 1 688 709 445 8 431 

 2020       
 Executive Directors       
    WR Neasham 3 240 - - 281 247 3 768 
    GM Scrutton  2 009 - - 329 143 2 481 
 Non-Executive Directors       
    ST Downs - - 400 - - 400 
    JS Dixon  - - 426 - - 426 
    RB Patmore - - 665 - - 665 
  5 249 - 1 491 610 390 7 740 

        # - Appointed 6 April 2021. Paid to controlling shareholder, Burke consolidated Holdings, as the shareholder represented by the 
director.  
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 R000’s 
Note 

At amortised 
cost 

Fair value 
through profit 

and loss 

17. FINANCIAL RISK MANAGEMENT    

 Classification of financial instruments    

 Assets – 2021    

 Loan receivable 10 183 119 - 

 Other receivables  11 492 - 

 Cash and cash equivalents 12 265 060 - 

 2020    

 Loans receivable  10 257 842 - 

 Put option derivative 11 - 14 500 

 Other receivables 11 1 472 - 

 Cash and cash equivalents 12 106 868 - 

 Liabilities – 2021    

 Put option derivative 15  - 7 000 

 Trade and other payables 15 10 297 - 

 Loans payable  10 171 146 - 

 2020    

 Trade and other payables 15 3 740 - 

 Loans payable  10 232 523 - 

 

 
The company’s operations expose it to a number of financial instrument risks, namely credit, liquidity and interest rate risks. The 
company has a financial risk management process in place to protect against and minimise the potential effects of these financial 
risks. This note presents information regarding the exposure to each of these risks and processes for managing them. 
 

 

 17.1 Credit risk  

 

The maximum exposure to credit risk is R184.1m (2020: R259.3m). With respect to credit risk arising from loans to related parties, the 
company’s exposure to credit risk is mitigated by the fact that all related parties are solvent and liquid and have the ability to raise 
capital from outside the company to repay the loans from the holding company. ECL impairments are calculated and provided against 
group loans receivable.  
 

 To limit the credit risk exposure relating to cash and cash equivalents, the company’s cash is placed only with reputable financial 
institutions of high credit standing and limits its exposure to 95% of the portfolio rated AA (or better) counterparties.  

  

 17.2 Liquidity risk 

 Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. 

  

 

The company ensures, as far as possible, that it has sufficient liquidity available to meet its liabilities as and when they fall due.  
Daily and monthly cash flow requirements are monitored to ensure sufficient cash is available on demand or that access to facilities 
are available within the subsidiary companies to meet expected operational expenses. Any surplus cash is appropriately invested. 
The company maintains a balance between continuity of funding and flexibility through the use of bank facilities and inter-
company funding. 
 
The following table demonstrated is the sensitivity of profit before tax to a possible change in the interest rates with all other variables 
held constant. 
 

R000’s 2021 2020 
Payable in the short term   
Trade and other payables (1 to 3 months)         970 3 740 
Loans payable to group companies (on demand) 171 146 232 523 

 

  

 

The maximum exposure is the carrying amounts as current liabilities on the statement of financial position. In terms of the company’s 
Memorandum of Incorporation, there is no limit on the company’s authority to raise interest-bearing debt. 
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17.3 Interest rate risk 

 
Interest rate risk is the risk that changes in the interest rate will affect the company’s results or value of its financial instruments, 
namely its cash and cash equivalents, interest-bearing borrowings and loans and other receivables.  

  

 

The company’s exposure to the risk of changes in market interest rates relate primarily to the borrowing obligations and loans 
receivable within the company, with a variable interest rate. As part of the process of managing the company’s interest rate risk, 
interest rate characteristics of surplus cash investments, new borrowings and the refinancing of existing borrowings are matched 
to the fixed / variable interest rate characteristics of the corresponding borrowing obligations. Full details of interest rates 
relating to borrowings and loans receivable are detailed in note 10. 

  

 

The company’s cash balances and group loans are all variable rate loans, so a change in interest rate affects all loans evenly. The 
company’s other income and operating cash flows are substantially independent of changes in the interest rates. 
 
Surplus cash and cash equivalents exposed to interest rate risk are placed with institutions and facilities which yield the highest 
rate of return, but which are still within acceptable risk parameters. The cash equivalent balances vary during the month and 
during the year in line with business cycles. The sensitivity analysis below is based on the year-end cash and loans receivable 
balances. 
 

 R000’ 2021 2020 

 Loans receivable less loans payable   

 Increase of 100 basis points would result in an improvement of profit before tax of 120 253 

 Decrease of 200 basis points would result in a reduction of profit before tax of (240) (506) 

 Cash and cash equivalents    

 Increase of 100 basis points would result in an improvement of profit before tax of  2 650 1 069 

 Decrease of 200 basis points would result in a reduction of profit before tax of  (5 301) (2 138) 

 
17.4 Capital management 
The company’s objectives when managing capital are to safeguard the entity’s ability to continue as a going concern, so that it can 
continue to provide returns for shareholders and benefits for other stakeholders, and to provide an adequate return to 
shareholders by pricing products and services commensurately with the level of risk. 
 
The company sets the amount of capital in proportion to risk. The company changes the capital structure and makes adjustments 
to it in the light of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or 
adjust the capital structure, the company may adjust the amount of dividends paid to shareholders, return capital to shareholders, 
issue new shares, repurchase shares or sell assets to reduce debt. The board has approved a maximum of 30% gearing as an 
acceptable level of gearing. The company incurred no external debt during the year so no gearing covenants were breached. 

The company has not exceeded any authorised borrowing levels during the year. There were no changes in the company’s approach 
to capital management during the year. The company is not subject to any externally imposed capital requirements. 

The company monitors capital on the basis of the debt-to-adjusted capital ratio. This ratio is calculated as net interest-bearing debt 
divided by capital. Net interest-bearing debt is calculated excluding deferred tax, and less cash and cash equivalents. The directors 
have clarified this definition of ‘net debt’, used in determining the compliance with a board mandate of 30% gearing. Previously 
this measurement included non-interest-bearing debt as well. 

Capital comprises all components of equity. The company meets the JSE capital requirements and there are no other externally 
imposed capital requirements 
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The debt-to-adjusted capital ratio at 30 June was as follows: 

 R000’s  2021 2020 

 Loans payable  (171 146) (232 523) 

 Cash and cash equivalents  265 060 106 868 

 Net debt  93 914 (125 655) 

 Total equity  637 722 526 119 

 Debt to adjusted capital ratio  0.14:1 (0.23:1) 

 
These ratios are within target. The increase in the company’s debt-to capital ratio during 2021 is the result of the utilisation of cash 
and cash equivalents. 
 
17.5    Fair value hierarchy of financial instruments 
Financial assets and liabilities measured at fair value in the statement of financial position are categorised in its entirety into the 
three levels of the fair value hierarchy based on the basis of the lowest level input that is significant to the fair value measurement 
in its entirety: 
 

R000’s Note Level 2021 2020 

Put option derivative asset  –  current                                                      11 3 - 14 500 

Put option derivative liability - current 15 3 7 000 - 

 
There have been no transfers between levels.  The fair value of the put option derivative asset disclosed under level 3 has been 
determined in accordance with the valuation method, disclosed in note 15. In the valuation, in addition to the assumptions 
disclosed in note 15, the significant inputs which are unobservable from market data is Eurolux’s 36 months average historic 
annual profits after tax amounting to R22.0m (2020: R23.0m) and its 5 year forecast average annual cash inflows of R55.5m (2020: 
R74.6m).  

 
18. COMMITMENTS AND CONTINGENCIES 

 
18.1   Operating lease income  

At year-end the company has operating lease income from 12 (2020: 12) subsidiary companies lease agreements. At 30 June 
2021, 9 of these leases were re-negotiated at market related rentals and escalations for another 3 years. The 4 ‘purpose-built 
buildings’ leases will run for longer periods. Future minimum lease income under non-cancellable leases are as follows: 
 

 R000’s  Up to 1 year 2 to 5 years 6 to 10 years Total  

       
 2021  50 820 155 233 103 729 309 782 

 2020  47 252 175 514 134 227 356 993 

 
18.2 

 
Guarantees    

 
 

A limited cross guarantee, incorporating a cession of loan funds has been given by ARB Holdings Limited in favour of Nedbank for 
General Banking and Trade facilities granted to the electrical division totalling R153m (2020: R128m). The company has provided 
guarantees to secure this facility to ARB Electrical Wholesalers (Pty) Ltd (R110m (2020: R110m), ARB Global (Pty) Ltd of Rm (2020: 
R15.0m) CED Consolidated Electrical Distributors (Pty) Ltd R3.0m (2020 : R3.0m). 
A limited guarantee, incorporating a cession of loan funds has been given in favour of Nedbank for the company’s proportionate 
share of General Banking and Trade facilities and property loan facilities granted to Eurolux (Pty) Ltd with facility guarantees of 
R51.00m (2020 : R51.0m) and property bond support guarantees of R13.8m (2020: R13.8m). The NCI’s have also provided limited 
guarantees for their proportionate share of the banking facilities of R34.0m (2020 :R34.0m) and bond guarantees of R9.2m (2020: 
R9.2m). In addition, the company has subordinated its loan account to Eurolux to the bank in the amount of R60.0m (2020: R60.0m)   
The group has a total R261m of banking facilities with Nedbank Limited. Of this facility, R50.0m (2020: R56.6m) was utilised at 30 
June 2021; Rnil for overdraft facilities (2020: Rnil); R23.4m for supply chain finance (2020: R2.5m); R9.7m for guarantees (2020: 
R45.0m); R16.3m for letters of credit (2020: R8.6m) and R0.6m for the ‘marked’ percentage of forward exchange contracts (2020: 
R0.4m). Refer note 17.2 (Liquidity risk). Interest is levied on overdue accounts.  
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19.    STATEMENTS OF CASH FLOW NOTES 

R000’s Notes 2021 2020 

19.1 Cash generated by operating activities    
Profit for the year SoCI 111 601 81 823 
Adjusted for :     
Income tax SoCI 12 402 17 322 
Net interest received  (3 634) (8 064) 
  120 039 91 081 
Items not affecting the flow of funds    
Change in unrealised fair value of investment property 2/6 15 028 19 324 
Unrealised fair value adjustment of put option derivative SoCI  21 500 (9 000) 
Operating lease smoothing  (5 640) (4 573) 
Adjustment to impairment for subsidiary loans (IFRS9 ECL change)  6 - 1 500 
Depreciation 7 52 28 
Management fees from subsidiaries (non-cash) 1 (12 485) (12 423) 
Rental income from subsidiaries (non-cash) 1 (47 252) (47 576) 
Interest received from subsidiaries (non-cash)  (11 997) (19 222) 
Interest paid the subsidiaries (non-cash)  (5 587) 10 223 
Dividends received from subsidiaries (non-cash)  1 (94 400) (39 250) 
  (8 745) (9 888) 
Changes in accounts receivable  980 (1 252) 
Changes in accounts payable  6 557 (4 371) 
Cash generated by operating activities  (1 208) (15 511) 

    
19.2 Tax paid    
Tax owing at beginning of year SoFP (2 658) (1 470) 
Current year tax charge 5 (17 006) (16 568) 
Tax owing at year end SoFP 2 426 2 658 
Tax paid  (17 237) (15 380) 

19.3 Loans repaid by / (advanced to) advanced to borrowing 
subsidiary companies 

   

Opening balance 10 257 842 136 631 
Non cash IFRS9 impairment raised  - (1 500) 
Non-cash group transactions (Management fees, rentals, interest)  62 322 32 541 
Closing balance 10 (183 119) (257 842) 

  137 045 (90 170) 

19.4 Loans advanced by lending subsidiary companies    
Opening balance 10 (232 523) (166 983) 
Non-cash group transactions (management fees, interest)  97 402 75 707 
Closing balance 10 171 146 232 523 
  36 025 141 247 

20. EVENTS AFTER REPORTING DATE 

Subsequent to the year end and up to the signature date of these separate financial statements, the effects of COVID-19 continued 
to impact the level of business conducted by the subsidiaries which are the tenants of the company’s properties. The short to medium 
term financial effect and the impact on the profitability remain uncertain and cannot be reliably estimated at this time. 

Riots broke out in Kwa Zulu Natal and some areas of Gauteng on the 9th July 2021. There was widespread looting, which 
caused massive destruction of property and supply chain disturbances. This has led to the largest drop in business 
confidence in the past few years. Mercifully the main operation branches of the subsidiaries had no incidents and were 
not materially affected. The KZN branches closed down the week, but we are confident that these lost sales will be 
made up in the short term. The looters burned down the premises that Xact rented, but the small assets there are all 
insured and the company was largely working from home using servers hosted in a professional data center.   

The directors are not aware of any other material event or circumstance arising since the end of the reporting period and up until 
the date of this report, not otherwise disclosed in these separate financial statements which significantly affects the financial position, 
results or cash flows of the company.  
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21    BASIS OF PREPARATION  

21.1 Statement of compliance  

The separate financial statements of ARB Holdings Limited (“the company”) are prepared in accordance with International Financial 
Reporting Standards (“IFRS”) and its interpretations issued by the International Accounting Standards Board (“IASB”) in issue and 
effective for the company at 30 June 2021, the Financial Reporting Pronouncements as issued by the Financial Reporting Standards 
Council, the JSE Listings Requirements and the Companies Act of South Africa.  

21.2 Basis of measurement  
The financial statements are prepared on the historical cost basis, except for land and buildings and certain financial instruments 
which are measured at fair value. 

 
21.3 Functional and presentation currency 
The financial statements are presented in South African RANDs (the company’s functional currency), rounded to the nearest 
thousands, except where otherwise indicated. 
 
21.4 Changes in accounting policies 
The accounting policies have been applied consistently for all the years presented. 
 
21.5 Accounting estimates and judgements 
The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates and 
assumptions that may affect the application of policies and reported amounts of assets, liabilities, income and expenses. The 
estimates and associated assumptions are based on historical experience and various other factors that are believed to be reasonable 
under the circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities 
that are not readily apparent from other sources. Actual results may differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in 
the period in which the estimate is revised if the revision only affects that period, or in the period of the revision and future periods 
if the revision affects both current and future periods. The areas involving a higher degree of judgement or complexity, or areas 
where assumptions and estimates are significant to the financial statements, are disclosed below 
 
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 as follows: 
 

Revaluation of investment properties. 
The company values the investment properties with the assistance of an independent valuer with reference to current market 
conditions, recent sales transactions of similar geographical locations and the present value of future rental income which 
require judgement. 
 
Fair value measurement of derivative financial instruments 
Derivative financial instruments are measured at each reporting period at the difference between the instrument strike price 
and the fair value of the underlying asset. Fair value is determined by discounting expected cash flows using appropriate growth 
and discount rates at the valuation date which all require judgement.  

 
Impairment of loans receivable 
As there is no consistent payment history to determine expected credit losses (ECL’s) for these loans’, management judgement 
is utilised to determine to what extent, if any, there are expected credit losses.  
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22. SIGNIFICANT ACCOUNTING POLICIES 
 
22.1 Investment property 

Investment property which is property held to earn rentals and/or for capital appreciation, is measured initially at cost, 
including transaction costs. Subsequent to initial recognition, improvements to investment property that meet the definition 
and recognition criteria of IAS40 are capitalised at cost and thereafter the investment property is measured at fair value. Gains 
or losses arising from changes in fair value of investment property are included in profit or loss for the period in which they 
arise. The company, although not required by IFRS, maintains a voluntary distributable reserve for the purpose of keeping an 
accurate record of the cumulative fair value adjustments, that represents the (net), after tax, revaluation of the investment 
property. Changes to the fair value are transferred annually between accumulated profits and the reserve in the Statements of 
Changes in Equity. 
 

22.2 Investments in subsidiaries 
 Investments in subsidiaries are carried at cost less accumulated impairments, if any.  The cost of the investment is the aggregate 

of the fair value of the assets given, liabilities incurred, and equity instruments issued by the company to acquire the subsidiary. 
 
22.3  Financial instruments 

The company classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial 
liability or an equity instrument in accordance with the substance of the contractual arrangement. Financial instruments are 
recognised when the company becomes a party to the contractual provisions of the instrument. 
 
Financial instruments are recognised initially at their fair value plus transaction costs that are directly attributable to the 
acquisition or issue of the financial instrument, except for financial assets and financial liabilities at “fair value through profit or 
loss”, which are initially measured at fair value, excluding transaction costs which are recognised 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 company has transferred substantially all the risks and rewards of ownership. Financial liabilities are 
derecognised when the obligation specified in the contract is discharged, cancelled or expires. 
 
Loans receivable and payable and other receivables 
Loans receivable and payable and other receivables are subsequently remeasured at amortised cost using the effective interest 
rate method. 
 
Impairment provisions for loans and other receivables are recognised based on a forward-looking ECL model. The method used 
to determine the amount of the provision is based on whether there has been a significant increase in credit risk since initial 
recognition of the receivables. Where the credit risk has not increased significantly since initial recognition then a twelve-month 
ECL is recognised otherwise if the credit risk has increased significantly, a lifetime ECL is recognised. If a receivable has been in 
arrears by more than 90 days, then it is considered to be in default and has a significant increase in credit risk. Once all avenues 
for collection have been exhausted and there is no reasonable expectation of recovery of the outstanding balance, the 
receivable is written off. 
 
Put option  
Written put options on the shares of a subsidiary held by the minority shareholders entitle these shareholders to sell their 
interests in the subsidiary to the company. The put option is treated as a derivative financial instrument and is initially and 
subsequently recognised at the fair value being the difference between the strike price of the put option and the fair market 
value of the asset to be acquired on the put date. Any fair value adjustments are recognised in profit or loss. 
 
Trade and other payables 
Trade payables are recognised initially at the amount of the consideration that is unconditional. Trade and other payables are 
subsequently measured at amortised cost less loss allowances. 
 
Cash and cash equivalents 
Cash and cash equivalents comprise bank balances, money market instruments and call deposits. Cash and cash equivalents 
are measured at amortised cost. 
 
Impairment of financial assets 
The company calculates an allowance for expected credit losses (“ECL’s”) on a forward-looking basis for financial assets 
measured at amortised cost. Credit losses are measured based on ECL’s, being the present value of all cash shortfalls over its 
lifetime.  
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22.4 Revenue recognition 
Company revenue includes rental income, management fees, dividends and interest received. 
 
The company recognises revenue from management services when it satisfies a performance obligation and when control is 
transferred to a customer. Revenue is measured based on the transaction price specified in the contract with the customer. 
Revenue from management services is recognised over the period of time to which the services relate. 
 
Rental income from operating leases is recognised on a straight-line basis over the lease term.  
 
Interest revenue is recognised using the effective interest rate method. 
 
Dividend income is recognised when the right to receive payment is established. 

 
22.5 Employee benefits  

Short-term employee benefits 
The costs of all short-term benefits are recognised during the period in which the employee renders the related service. The 
accruals for employee entitlements to salaries, bonus and annual leave represent the amount which the company has a present 
obligation to pay as a result of employees’ services provided to the reporting date. These accruals have been calculated at 
undiscounted amounts based on current salary rates. 
 
Retirement benefits 
The company contributes to defined contribution funds. Contributions to defined contribution funds are recognised as an 
expense as incurred. 

 
22.6 Income tax 

Current tax 
The charge for current tax is based on the results for the year adjusted for items which are tax exempt or are not tax deductible. 
Tax is calculated using rates that have been enacted or substantively enacted at the reporting date. 
 
Deferred tax 
Deferred tax is recognised on the temporary differences between the carrying amounts and tax bases of assets and liabilities 
shown on the statement of financial position.  
 
Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax assets are generally 
recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be available against 
which those deductible temporary differences can be utilized. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is 
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the 
reporting date. 
 

22.7 Contingencies 
Contingent liabilities are a possible obligation whose existence will be confirmed by a future event or a present obligation which 
cannot be recognised because the probability of an outflow is remote or the amount cannot be measured reliably. 
 

22.8 New and amended standards adopted by the company 
 No new, revised or amended standards were implemented during the financial reporting period ended 20 June 2021. 

 
22.9 Standards, amendments and interpretations to existing standards that are not yet effective and have 

not been adopted early by the company 
The company has chosen not to early adopt the following standards and interpretations, which have been published and are 
mandatory for the company’s accounting periods beginning on 1 July 2021. 
 

 IFRS 3: Amendments to the definition of a Business - effective 1 January 2021. The directors have considered the 
impact of this amendment and have assessed it be immaterial. 

 IAS 1 and IAS 8: Definition of materiality – effective 1 January 2021. The directors have considered the impact of 
this amendment and have assessed it be immaterial. 

 

 


