
 / 164

Notes to the Group annual financial statements continued 

For the year ended 31 May 2017

BLUE LABEL INTEGRATED ANNUAL REPORT 2017

10. Accounting framework		
10.1 Basis of preparation		

The principal accounting policies applied in the preparation of the Group and Company annual financial statements 
are in the related notes and are consistent with those adopted in the prior year, unless otherwise specified.

The Group and Company annual financial statements have been prepared in accordance with International Financial 
Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee 
and Financial Reporting Pronouncements as issued by Financial Reporting Standards Council, the JSE Listings 
Requirements and the Companies Act, No 71 of 2008.

The term IFRS includes International Financial Reporting Standards (IFRS), International Accounting Standards (IAS) and 
interpretations issued by the International Financial Reporting Interpretations Committee (IFRIC) or the former 
Standing Interpretations Committee (SIC). The standards referred to are set by the International Accounting Standards 
Board (IASB).

The Group and Company annual financial statements are prepared under the historical cost convention, adjusted for 
financial instruments measured at fair value through profit and loss. Amounts are rounded to the nearest thousand 
with the exception of earnings per share, ordinary share capital and equity compensation benefit. The preparation of 
financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions 
that affect the application of policies and reported amounts of assets and 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. 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 affects only that period, or in the period of the 
revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of IFRS that have a significant effect on the financial statements 
and estimates with a significant risk of material adjustment in the next year are discussed in the notes to which they 
relate.

10.2 Going concern
The Group and Company’s forecasts and projections, taking account of reasonably possible changes in trading 
performance, show that the Group and Company should be able to operate within its current funding levels into the 
foreseeable future.

After making enquiries, the directors have a reasonable expectation that the Group and Company have adequate 
resources to continue in operational existence for the foreseeable future. The Group and Company therefore continue 
to adopt the going concern basis in preparing the financial statements.

10.3 Standards, amendments and interpretations not yet effective
The Group has evaluated the effect of all new standards, amendments and interpretations that have been issued but
which are not yet effective. Based on the evaluation, management does not expect these standards, amendments
and interpretations to have a significant impact on the Group’s results and disclosures. The expected implications of
applicable standards, amendments and interpretations are dealt with below.

IFRS 9 – Financial Instruments
IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial assets and 
financial liabilities. The complete version of IFRS 9 was issued in July 2014. It replaces the guidance in IAS 39 that 
relates to the classification and measurement of financial instruments. IFRS 9 retains but simplifies the mixed 
measurement model and establishes three primary measurement categories for financial assets: amortised cost, fair 
value through other comprehensive income and fair value through profit and loss. The basis of classification depends 
on the entity’s business model and the contractual cash flow characteristics of the financial asset. Investments in 
equity instruments are required to be measured at fair value through profit and loss with the irrevocable option at 
inception to present changes in fair value in other comprehensive income. There is now a new expected credit losses 
model that replaces the incurred loss impairment model used in IAS 39. For financial liabilities there were no changes 
to classification and measurement except for the recognition of changes in own credit risk in other comprehensive 
income, for liabilities designated at fair value through profit or loss. IFRS 9 relaxes the requirements for hedge 
effectiveness by replacing the bright line hedge effectiveness tests. It requires an economic relationship between the 
hedged item and hedging instrument and for the ‘hedged ratio’ to be the same as the one management actually use 
for risk management purposes.
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10. Accounting framework continued		
10.3 Standards, amendments and interpretations not yet effective continued

Contemporaneous documentation is still required but is different to that currently prepared under IAS 39.

The standard is effective for accounting periods beginning on or after 1 January 2018. Early adoption is permitted.
The Group is currently considering the impact on the consolidated financial statements. The impact on the financial
statements has not yet been fully determined but it is expected to result in a change in the measurement of revenue
to adjust for the effects of the time value of money.

IFRS 16 – Leases
IFRS 16, ‘Leases’ states that lessees should be required to recognise assets and liabilities arising from all leases (with
limited exceptions) on the statement of financial position. Lessor accounting has not substantially changed in the new
standard.

The model reflects that, at the start of a lease, the lessee obtains the right to use an asset for a period of time and
has an obligation to pay for that right. In response to concerns expressed about the cost and complexity to apply the
requirements to large volumes of small assets, the IASB decided not to require a lessee to recognise assets and
liabilities for short-term leases (less than 12 months), and leases for which the underlying asset is of low value (such
as laptops and office furniture).

A lessee measures lease liabilities at the present value of future lease payments. A lessee measures lease assets,
initially at the same amount as lease liabilities, and also includes costs directly related to entering into the lease. Lease
assets are amortised in a similar way to other assets such as property, plant and equipment. This approach will result
in a more faithful representation of a lessee’s assets and liabilities and, together with enhanced disclosures, will
provide greater transparency of a lessee’s financial leverage and capital employed.

IFRS 16 supersedes IAS 17, ‘Leases’, IFRIC 4, ‘Determining whether an Arrangement contains a Lease’, SIC 15, 
‘Operating Leases – Incentives’ and SIC 27, ‘Evaluating the Substance of Transactions Involving the Legal Form of a 
Lease’.

The standard is effective for accounting periods beginning on or after 1 January 2019. Early adoption is permitted.
The Group is currently considering the impact on the consolidated financial statements. The impact will be significant
as the Group currently leases its premises. This will result in an increase in lease liabilities and right of use assets in the
statement of financial position with a corresponding reduction in operating lease expenses and an increase in
depreciation and finance costs in the income statement.

Amendments to IFRS 2 – Share-based payments
This amendment clarifies the measurement basis for cash-settled, share-based payments and the accounting for 
modifications that change an award from cash-settled to equity-settled. It also introduces an exception to the 
principles in IFRS 2 that will require an award to be treated as if it was wholly equity-settled, where an employer is 
obliged to withhold an amount for the employee’s tax obligation associated with a share-based payment and pay that 
amount to the tax authority.

This standard is effective for accounting periods beginning on or after 1 January 2018. The Group is currently 
considering the impact on the consolidated financial statements.

Amendments to IFRS 10 – Consolidated financial statements and IAS 28 – Investments in associates and joint
ventures on sale or contribution of assets
The IASB has issued this amendment to eliminate the inconsistency between IFRS 10 and IAS 28. If the non-monetary
assets sold or contributed to an associate or joint venture constitute a ‘business’, then the full gain or loss will be
recognised by the investor. A partial gain or loss is recognised when a transaction involves assets that do not
constitute a business, even if these assets are housed in a subsidiary.

No effective date has been set. The Group is currently considering the impact on the consolidated financial 
statements.
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10.3 Standards, amendments and interpretations not yet effective continued

Amendment to IAS 7 – Cash Flow Statements
In January 2016, the IASB issued an amendment to IAS 7 introducing an additional disclosure that will enable users
of financial statements to evaluate changes in liabilities arising from financing activities.

The amendment responds to requests from investors for information that helps them better understand changes in
an entity’s debt.

This statement is effective for periods beginning on or after 1 January 2017. The Group does not believe the
statement will have a significant impact as this amendment results only in additional disclosures; there is no financial
impact as a result of this amendment.

Amendment to IAS 12 – Income Taxes
The amendments were issued to clarify the requirements for recognising deferred tax assets on unrealised losses. 
The amendments clarify the accounting for deferred tax where an asset is measured at fair value and that fair value 
is below the asset’s tax base. They also clarify certain other aspects of accounting for deferred tax assets.

This statement is effective for periods beginning on or after 1 January 2017. The Group does not believe the 
statement will have a significant impact, given that this is a clarification to the existing standard; there is no change in 
the underlying principles for the recognition of deferred tax assets.

IFRS 15 – Revenue From Contracts With Customers
This statement establishes principles for reporting useful information to users of the financial statements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts with customers.

This statement is effective for periods beginning on or after 1 January 2017. The Group is currently considering the
impact on the consolidated financial statements.

Amendments to IFRS 15 – Revenue From Contracts With Customers
The IASB has amended IFRS 15 to clarify the guidance, but there were no major changes to the standard itself. The 
amendments comprise clarifications of the guidance on identifying performance obligations, accounting for licences 
of intellectual property and the principal versus agent assessment (gross versus net revenue presentation). New and 
amended illustrative examples have been added for each of these areas of guidance. The IASB has also included 
additional practical expedients related to transition to the new revenue standard.

This statement is effective for periods beginning on or after 1 January 2018. The Group is currently considering the 
impact on the consolidated financial statements.

IFRIC 22 – Foreign currency transactions and advance consideration 
This IFRIC addresses foreign currency transactions or parts of transactions where there is consideration that is 
denominated or priced in a foreign currency. The interpretation provides guidance for when a single payment/receipt 
is made as well as for situations where multiple payment/receipts are made. The guidance aims to reduce diversity in 
practice.

This interpretation is effective for periods beginning on or after 1 January 2018. The Group is currently considering 
the impact on the consolidated financial statements.

Annual improvements project
In December 2016, the IASB issued annual improvements to IFRS 2014 – 2016 Cycle, which contains three
amendments to three standards, excluding consequential amendments. The amendments are effective for annual 
periods beginning on or after 1 January 2017 and 1 January 2018
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10.3 Standards, amendments and interpretations not yet effective continued

IFRS 1 – First-time adoption of IFRS
This is an amendment regarding the deletion of short-term exemptions for first-time adopters regarding IFRS 7, 
IAS 19, and IFRS 10 effective 1 January 2018.

IFRS 12 – Disclosure of interests in other entities
This is an amendment regarding clarification of the scope of the standard. The amendment clarified that the 
disclosures requirement of IFRS 12 are applicable to interest in entities classified as held for sale except for summarised 
financial information. Previously, it was unclear whether all other IFRS 12 requirements were applicable for these 
interests. These amendments should be applied retrospectively for annual periods beginning on or after 
1 January 2017.

IAS 28 – Investments in associates and joint ventures
This is an amendment regarding measuring an associate or joint venture at fair value. IAS 28 allows venture capital 
organisations, mutual funds, unit trusts and similar entities to elect measuring their investments in associates or joint 
ventures at fair value through profit or loss (FVTPL). The Board clarified that this election should be made separately 
for each associate or joint venture at initial recognition. Effective 1 January 2018.

Management is currently considering the effect of the changes.

 




