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32  Financial instruments
The group's obijective in using financial instruments is to reduce the uncertainty over future cash flows arising
principally as a result of commodity price, currency and interest rate fluctuations. The use of derivatives for the
hedging of firm commitments against commodity price, foreign currency and interest rate exposures is permitied in
accordance with group policies, which have been approved by the board of directors. Where significant finance
is taken out, this is approved af the respective board meetings.

The foreign exchange contracts outstanding at year end are marked-to-market af closing spot rafe.
The group finances its operations through a combination of retained surpluses, bank borrowings and longterm loans.

The group borrows shortterm funds with fixed or floating rates of interest through a subsidiary company, Tiger
Consumer Brands Limited.

The main risks arising from the group’s financial instruments are, in order of priority, procurement risk, foreign
currency risk, inferest rate risk, liquidity risk and credit risk as detailed below.

32.1  Procurement risk (commodity price risk)
Commodity price risk arises from the group being subject to raw material price fluctuations caused by supply
conditions, weather, economic conditions and other factors. The strategic raw materials acquired by the group
include wheat, maize, rice, oats and sorghum.

The group uses commodity futures and options contracts or other derivative instruments o reduce the volatility
of commodity input prices of strategic raw materials. These derivative confracts are only taken out fo match an
underlying physical requirement for the raw material. The group does not write naked derivative contracts.

The group has developed a comprehensive risk management process to facilitate, control and to monitor these
risks. The procurement of raw materials takes place in terms of specific mandates given by the board of directors.
Position statements are prepared on a monthly basis and these are monitored by management and assessed
against these mandates.

The board has approved and monitors this risk management process, inclusive of documented treasury policies,
counterparty limits, controlling and reporting structures.

At year end the exposure to derivative contracts relating fo strafegic raw materials are as follows:

Group

Derivative contracts expiring
within O — 3 months

Unrealised

(profit)/

loss at Hedged
(R’'million) 30 September value
2017
Maize and wheat
Futures (11,2) 246,0
2016
Maize and wheat
Futures 12,7 332,6

Commodity price sensitivity analysis

The following table details the group's sensitivity to a 10% increase and decrease in the price of wheat, rice,
maize and sorghum, excluding the impact of cash flow hedges. A +10% increase would result in an outflow
whereas a —10% decrease would result in an inflow.
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32.2

Financial instruments continued
Procurement risk (commodity price risk) continued

Group
Profit or (loss) after tax

2017 2016
(R'million) (+10%)/=10% (+10%)/~10%
Milling and Baking 101,9 63,0
Other grains 153,0 137,0
Other* 105,2 76,1
Total 360,1 276,1

* Other includes tomato paste, sugar, pork, soya and sundry other items.
Commodity price sensitivity is not applicable to the company.

Foreign currency risk

The group enters info various types of foreign exchange confracts as part of the management of its foreign
exchange exposures arising from its current and anticipated business acfivities.

As the group operates in various countries and undertakes transactions denominated in foreign currencies,
exposures fo foreign currency fluctuations arise. Exchange rate exposures on transactions are managed within
approved policy parameters utilising forward exchange contracts or other derivative financial instruments in
conjunction with external consultants who provide financial services to group companies as well as contributing
fo the management of the financial risks relating fo the group'’s operations.

The group does not hold foreign exchange confracts in respect of foreign borrowings, as ifs intention is o repay
these from its foreign income stream or subsequent divestment of its inferest in the operation. Foreign exchange
differences relafing to investments, net of their related borrowings, are reported as translation differences in the
group’s net other comprehensive income until the disposal of the net investment, af which time exchange
differences are recycled through profit or loss.

Forward exchange contracts are mainly enfered info to cover nef import exposures, affer setting off anticipated
export proceeds on an individual currency basis. The fair value is defermined using the applicable foreign
exchange spot rates at 30 September 2017

The exposure and concentration of foreign currency risk is included in the table below.

Group South

African us Pound Nigerian
(R'million) rand dollar sterling Euro naira Other* Total
2017
Financial assets
Accounts receivable 39354 421,4 12,8 27,9 10,1 196,0 4603,6
Cash and cash equivalents 582,9 408,2 3,1 10,9 0,9 2154 12214
Financial liabilities
Borrowings* * (752,5) - - - (38,1) - (790,6)
Accounts payable (4 470,9) (170,8) (0,6) (6,7) (44,2) (199,9) (4893,1)
2016
Financial assets
Accounts receivable 40131 148,8 10,7 17.4 13,2 334,5 45377
Cash and cash equivalents 1214 403,8 1,1 17,6 7,3 185,8 737,0
Financial liabilities
Borrowings* * (2 628,4) - - - (3,8) (132,8) (2 765,0)
Accounts payable (4 300,9) (29,4) (10,7) (@,7) (54,5) (275,3) (4 680,5)

* Other includes the Ausiralian dollar, Canadian dollar, Japanese yen, Swiss franc, New Zealand dollar, Cameroon franc.
**In 2017, Rnil (2016: R98,2 million] is held by the company.
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32 Financial instruments continued
32.2  Foreign currency risk continued
The following spot rates were used to franslate financial instruments denominated in foreign currency:

2017 2016
Assets  Liabilites ~ Average Assets  liabilites  Average
Group
US dollar 13,51 13,52 13,51 13,79 13,81 13,80
Pound sterling 18,05 18,07 18,06 17,91 17,93 17,92
Euro 15,94 15,96 15,95 15,46 15,48 15,47

Forward exchange contracts outstanding at the reporting date all fall due within 12 months. A summary of
forward exchange confract positions bought to seftle group foreign liabilities and sold to setile group foreign
assets is shown below.

2017 2016
Foreign Foreign
currency Average Rand currency Average Rand

(in millions) rate  (in millions) (in millions) rate  (in millions)
Group
Foreign currency sold
US dollar 24,4 13,85 338,4 1,6 13,85 22,3
Pound sterling 0,4 18,16 7,3 0,2 17,96 3,1
Euro 0,9 16,05 14,4 0,3 15,54 4,6
Other currencies 20,8 10,7
Foreign currency purchased
US dollar 27,8 13,54 376,4 39,3 13,87 545,0
Pound sterling 2,7 18,24 49,3 3,5 18,15 62,9
Euro 3,7 16,10 59,5 3,8 15,64 58,8
Other currencies 14,9 16,2

2017 2016
Foreign Foreign
currency  Average Rand currency Average Rand

(in millions) rate  (in millions) (in millions) rate  (in millions)
Group
Unhedged foreign currency
monetary assets
US dollar 13,4 18,53 181,8 16,3 13,79 224,3
Pound sterling 0,9 18,06 15,9 0,7 17,90 11,8
Euro 2,5 15,21 39,0 2,2 15,46 33,6
Other currencies 32,9 19,7
Unhedged foreign currency
monetary liabilities
US dollar 0,5 13,51 6,7 0,4 13,82 57
Pound sterling - 19,00 - - 17,89 0,2
Furo 0,2 15,95 3,4 0,1 15,52 20
Other currencies 0,7 0,2
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Financial instruments continued
Foreign currency risk continued
Cash flow hedges

At 30 September 2017, the group had foreign exchange contracts outstanding designated as hedges of future
purchases from suppliers outside South Africa for which the group has firm commitments or highly likely forecast
transactions.

A summary of these contracts are:

2017 2016
Foreign Foreign
currency Average Rand currency Average Rand
(in millions) rate  (in millions) (in millions) rate  (in millions)
Group
Foreign currency bought
US dollar 10,8 13,61 146,5 25,1 13,88 348,5
Euro 3,7 15,83 58,5 3,1 18,06 56,3
Pound sterling 2,7 18,36 49,6 3,0 14,38 43,9
Other currencies - - 14,9 - - 16,2

The terms of the forward exchange contracts have been negotiated to match the terms of the commitments.

The cash flow hedge of expected future purchases was assessed to be effective and an unrealised profit of
R25,0 million {2016: profit of R13,6 million) relating to the hedging instrument is included in other comprehensive
income.

Timing of cash outflows/(inflows) relating to foreign currency is as follows:

Group
1-6 7-12
Foreign currency (in millions) months months
US dollar 10,8 (3,4)
Pound sferling 2,7 =
Euro 3,7 =
Japanese yen 108,6 =

These are expected to affect the income statement in the following year.

During the year R12,1 million (2016: R30, 1 million) was released from other comprehensive income and
included in the carrying amount of the non-financial asset or liability (highly probable forecast transactions).

There are no forecast fransactions for which hedge accounting was previously used but is no longer expected
to occur.

Ineffective hedges to the value of R2,6 million (2016: R12,4 million] have been recognised in profit or loss.
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32 Financial instruments continued
32.2  Foreign currency risk continued
Foreign currency sensitivity

The following table details the group’s and company’s sensitivity to a 10% weakening/strengthening in the ZAR
against the respective foreign currencies.

The sensitivity analysis includes ong material outstanding foreign currency denominated monetary items as
detailed in the table previously and adjusts their translation af the reporting date for a 10% change in foreign
currencg rates. A positive number indicafes an increase in profit or loss and other comprehensive income where

the ZAR weakens against the relevant currency.

Other comprehensive income P&L
(R'million) 2017 2016 2017 2016
Group
USD +10% (30,4) (34,0] (0,8) (24,2)
UsD -10% 30,4 34,0 0,8 24,2
Pound sterling +10% (4,1) (6,3) - (0,9)
Pound sterling —=10% 4,1 6,3 - 0,5
EUR +10% (4,4) (6,8) = (0,3)
EUR -10% 4,4 6,8 = 0,3
Other +10% (0,7) (2,9) (0,1) -
Other =10% 0,7 2,9 0,1 -
Total +10% (39,6) (50,0] (0,9) (25,0)
Total =10% 39,6 50,0 0,9 250
Company
USD +10% = - 7.9 7,0
UsSD -10% = - (7,9) (7,0)
Pound sterling +10% = - = 7,0
Pound sterling =10% = - - (7,0)
Other +10% = - 71 9,8
Other =10% = - (7,1) (2,8)
Total +10% = - 15,0 16,8
Total =10% = - (15,0) (16,8)

32.3 Interest rate risk management

Hﬁeresf rate risk results from the cash flow and financial performance uncertainty arising from interest rate
uctuations.

Financial assets and liabilities affected by interest rate fluctuations include bank and cash deposits as well as bank
borrowings. At the reporting date, the group cash deposits were accessible immediately or had maturity dates up
fo six months. The inferest rates earned on these deposits closely approximate the market rates prevailing.

Interest rate sensitivity

The sensitivity analysis addresses only the floating inferest rate exposure emanating from the net cash position.
The interest rate exposure has been calculated with the stipulated change taking place at the beginning of the
financial year and held constant throughout the reporting period.

If interest rates had increased/(decreased) by 1% and all other variables were held constant, the profit for the
year ended would increase/(decrease) as defailed in the table below due fo the use of the variable inferest rates
applicable to the longterm borrowings and short+erm borrowings. The fixed interest rate on the borrowings would
nof affect the financial performance. Any gain or loss would be unrealised and consequently the nofional impact
is not presented.

Company Group
2017 2016 (R'million) 2017 2016

Profit/ (loss) after tax
ZAR borrowings

(23,2) 0,4)  (+1%)/-1% (35,3) (25,4)
Foreign borrowings
= (1,8)  (+1%)/-1% (0,4) (2,3)
Total
(23,2) (2,2)  (+1%)/-1% (35,7) (27.7)
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Financial instruments continued

Liquidity risk management

Liquidity risk arises from the seasonal fluctuations in shortterm borrowing positions. A material and susfained
shortfall in cash flows could undermine investor confidence and restrict the group's ability to raise funds.

The group manages its liquidity risk by monitoring weekly cash flows and ensuring that adequate cash is available
or borrowing facilities maintained. In terms of the memorandum of incorporation, the group'’s borrowing powers
are unlimited. Other than the major loans disclosed in note 26 1o these annual financial statements which are
contracted with various financial insfitutions, the group has no significant concentration of liquidity risk with any
other single counterparty.

The group’s liquidity exposure is represented by the aggregate balance of financial liabilities as indicated in the
categorisation table in nofe 32.7.

Contractual maturity for non-derivative financial liabilities

The following fables detfail the group’s and company’s remaining contractual maturity for non-derivative financial
liabilities.

The fables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest
date on which the group and company will be required to pay. The table includes both inferest and principal cash
flows. The “finance charge” column represents the possible future cash flows atfributable to the instrument included
in the maturity analysis, which are not included in the carrying amount of the financial liability.

Carrying Finance 0-6 7-12 =5
(R'million) amount charge months months years > 5 years
Group
2017
Trade and other payables 3045,7 - 30326 0,6 12,5 -
Borrowings (long and short term|* 55,5 (9,2) 58,1 4,6 2,0 -
Guarantees not on the statement
of financial position = = 11,5 = = =
Total 3101,2 (9,2) 31022 5,2 14,5 -
2016
Trade and other payables 3004,9 - 3001,1 3,8 - -
Borrowings (long and short term|* 1153,0 (324,0) 342,1 65,6  1068,1 1,2
Guarantees not on the statement
of financial position - - 12,8 - - -
Total 41579 (324,0) 3 356,0 69,4 1 068, 1 1,2
Company
2017
Infergroup loan accounts 560,7 = = = 560,7 =
Guarantees not on the statement
of financial position = = 2,8 = = =
Total 560,7 - 2,8 - 560,7 -
2016
Borrowings (long and short ferm) 98,2 (12,3) - 59,5 51,0 -
Infergroup loan accounts 5578 (237,1) - - /94,9 -
Guarantees not on the statement
of financial position - - 3,5 - - -
Total 656,0 (249,4) 3,5 59,5 845,9 -

* Excludes bank overdrafts of R735, 1 million (2016: R1 612,0 million) and cash of R1 221,4 million (2016: R737 million).

These are repayable on demand and subject to annual review.

Refer to notes 27.3 and 27.4 for disclosure relating to operating and finance lease commitments.
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32
32.5

32.6

Financial instruments continued

Credit risk management

Group

Credit risk arises from the risk that o counterparty may default or not meet its obligations timeously. The group limits
its counterparty exposure arising from financial instruments by only dealing with well-established institutions of high
credit standing. The group does not expect any counterparties fo fail fo meet their obligations given their high
credif ratings.

Credit risk in respect of the group's customer base is controlled by the application of credit limits and credit
monitoring procedures. Cerfain significant receivables are monitored on a daily basis. Where appropriate,
credit guarantee insurance is obtained.

The group's credit exposure, in respect of ifs customer base, is represented by the net aggregate balance of
amounts receivable. Concentrations of credit risk are disclosed in note 20.4.

Credit risk exposure at 30 September 2017 in respect of guarantees are disclosed in nofe 31.

Capital management
The primary objective of the company and group’s capital management is to ensure that it maintains a strong
credit rating and healthy capital rafios in order fo support its business and maximise shareholder value.

The company and group manages its capital sftructure, calculated as equity plus net debt, and makes adjustments
fo it, in light of changes in economic conditions. To maintain or adjust the capital structure, the company and
group may adjust the dividend payment to shareholders, refurn capital to shareholders, issue new shares or
increase or decrease levels of debt. No changes were made in the objectives, policies or processes during

the years ended 30 September 2017 and 30 September 2016.

The company and group monitor capital using a gearing ratio, which is net debt divided by total equity. The
company and group fargets a longferm gearing ratio of 30% to 40%, except when major investments are made
where this target may be exceeded.

Company Group
2017 2016 (R'million) 2017 2016
(346,4) (282,1)  Cash and cash equivalents (1 221,4) (737,0)
- 51,0 longterm borrowings 2,0 1069,3
- 47,2 Shortferm borrowings 788,6 1695,7
(346,4) (183,9)  Net [cash)/debt (430,8) 2028,0
9764,9 9821,0  Total equity 17 061,2 16 033,9
(3,5) (1,9)  Nef [cash)/debt to equity (%) (2,5) 12,6
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Financial instruments continued
Categorisation of financial assets and liabilities

Financial Financial

Loans and assefs Other  instruments

receivables available liabilities ot fair value Non- Totall

Amortised for sale  Amortised through financial book
(R’million) cost Fair value cost profit or loss items value
Group
2017
Assefs - - - - 17 949,3 17 949,3
Other investments 56,3 117,8 - - - 174,1
Loans 2,8 - - - - 2,8
Trade and other
receivables 4 342,0 - - 12,2 277 4 4 631,6
Cash and cash equivalents 12214 - - - - 12214
Total 5622,5 117,8 - 12,2 18 226,7 23 979,2
Shareholders" equity and
liabilities - - - - (18910,4) (18910,4)
Llongterm borrowings - - (2,0) - - (2,0)
Trade and other payables - - (3 042,3) (6,0) (1229,9 (4278,2)
Shorterm borrowings - - (788,6) - - (788,6)
Totall - - (3832,9) (6,0) (20 140,3) (23 979,2)
2016
Assets - - - - 1902/,5 19 027,5
Other investments 53,4 115,5 - - - 168,9
Loans 3,2 - - - - 3,2
Trade and other
receivables 4183,4 - - 1.3 407,6 4 592,3
Cash and cash equivalents 7370 - - - - 7370
Total 49770 115,5 - 1,3 19 435,1 24 528,9
Shareholders” equity and
liabilities - - - - (17606,8) (17 606,8)
Longterm borrowings - - (1 069,3) - - (1 069,3)
Trade and other payables - - (3 008,0) (29,1) (1 120,0) (4 157,1)
Shortferm borrowings - - (1 695,7) - - (1 695,7)
Total - - (5773,0) (29,1] (18 726,8) (24 528,9)

Refer to the accounting policies for further details on the above classifications.
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32 Financial instruments continued
32.7 Categorisation of financial assets and liabilities continued

Financial Financial

Loans and assets Other  instruments

receivables available liabilities ot fair value Non- Total

Amortised for sale  Amortised through financial book
(R’'million) cost Fair value cost profit or loss items value
Company
2017
Assefs 499,5 - - - 3970,2 4 469,7
Other investments 2094,4 20,5 - - - 2114,9
Lloans 3140,6 - - - - 3140,6
Trade and other
receivables 298,2 - - - 1,4 299.,6
Cash and cash equivalents 346,4 - - - - 346,4
Total 6 379,1 20,5 - - 3971,6 10 371,2
Shareholders" equity and
liabilities - - (560,6) - (9781,9) (10 342,5)
Trade and other payables - - (28,7) - - (28,7)
Totall - - (589,3) - (9781,9) (10371,2)
2016
Assefs 499 5 - - - 43374 4 836,9
Other investments 2 059,2 6,4 - - - 2 065,6
Loans 3265,5 - - - - 3265,5
Trade and other
receivables 36,5 - - - 12,1 48,6
Cash and cash equivalents 282,1 - - - - 282,1
Total 6 142.8 6,4 - - 4 3495 10 498,7
Shareholders” equity and
liabilities - - (557,8) - (@ 821,00 (10378,8)
Llongterm borrowings - - (51,0) - - (51,0)
Trade and other payables - - 21,7) - - (21,7)
Shorterm borrowings - - 47.2) - - 47.2)
Total - - 677.7) — (982100 (104987

Refer to the accounting policies for further details on the above classifications.
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Financial instruments continued

Fair value hierarchy

Financial instruments are normally held by the group until they close out in the normal course of business. The fair
values of the group’s financial instruments, which principally comprise put, call and futures positions with SAFEX,
forward exchange contracts and JSE listed investiments, approximate their carrying values. The maturity profile of
these financial instruments fall due within 12 months. The maturity profile of the group’s long-term liabilities is
disclosed in note 26.1 of these annual financial statements.

There are no significant differences between carrying values and fair values of financial assets and liabilities,
except for infercompany loans at a company level, which are eliminated on consolidation.

Trade and other receivables, investments and loans and trade and other payables carried on the statement
of financial position approximate the fair values thereof except for, at a company level, amounts owed by
subsidiaries where the fair value is R2,2 billion (2016: R2,0 billion) calculated using the effective interest rate
method linked to marketrelated interest rates of 5,50% (2016: 5,75%) and is disclosed as level 2.

longerm and shorterm borrowings are measured at amortised cost using the effective interest rate method
and the carrying amounts approximate their fair value.

The group used the following hierarchy for determining and disclosing the fair value of financial instruments

by valuation technique:

level 1: quoted [unadjusted) prices in active markets for identical assets or liabilities.

level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly.

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not
based on observable market data.

As at 30 September, the group held the following financial instruments measured at fair value:
2017 2016
level 1 Level 2 Level 3**  Total level 1 level 2 level 3**  Total

Group
Assets measured at
fair value

Available-for-sale
financial assets

Other investments 112,2 0,4 5,2 117,8 10/,0 3,3 572 115,5
Derivatives - 12,2 - 12,2 - 1,3 - 1,3
Liabilities measured at

fair value

Derivatives - (6,0) - (6,0)
Company

Assets measured at

fair value

[
N
0
|
)
0

Available-for-sale

financial assets

Other investments 14,9 0,4 5,2 20,5 - 1.2 52 6,4
Derivatives = = = = - - - -
Liabilities measured at

fair value

Derivatives - - - - - - - -

** The value of the investment in Group Risk Holdings is based on Tiger Brand's proportionate share of the net asset value of
the company. There are no other significant inputs that are used in the valuation and any changes in these inputs would not
result in a significant fair value change.
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