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Group Company
2008 2007 2008 2007

R million R million R million R million

4 Other income

Administration and management fees  0.4  -  12.9  6.0 
Royalties received  0.1  3.2  0.1  3.2 
Commission received  0.2  0.3  0.1  0.1 
Fair value adjustment on investment properties  22.4  24.6  22.4  24.6 
Profit on disposal of subsidiaries and divisions (refer note 5.2)  2.1  -  2.1  - 
Net derivative gains on held-for-trading financial instruments 
(refer note 7)  45.1  11.1  35.4  9.3 
Surplus apportionment: Denel Supplementary Provident Fund  -  16.0  -  16.0 
Profit on disposal of property, plant & equipment  90.3  10.0  89.5  9.9 
Profit on disposal of investment properties  46.2  -  -  - 
Dividend received  -  -  88.6  250.0 
Other  48.2  52.6  47.1  42.2 

 255.0  117.8  298.2  361.3 
Less: Discontinued operations  (5.2)  (1.2)  -  - 

249.8 116.6 298.2 361.3 

5 Non-current assets held for sale and discontinued operations

The Board approved a strategy to exit all identified non-core business entities and assets within the Group, as well as enter into 
equity partnerships for the core businesses.

The following disposals and equity partnership arrangements were concluded during this financial year:   

•	 Specialised Protein Products (Pty) Ltd:  The Group’s shareholding in the company was disposed on 29 February 2008.
•	 Denel Optronics Division:  The business of the division was disposed to Denel Optronics (Pty) Ltd on 29 June 2008 (a 100.0% 

owned subsidiary), except for a small portion of the business which was disposed externally. On 20 July 2008, the company 
issued shares to Carl Zeiss GmbH which diluted the Group’s shareholding to 30.0% at which stage the company became an 
associated company.  The company changed its name to Carl Zeiss Optronics (Pty) Ltd on that date.

•	 The disposal of the properties adjacent to the OR Tambo International Airport have been finalised during the year.

The Group is in negotiations with interested parties for the following transactions:  

•	 Bonaero Park (Pty) Ltd property portfolio:  The disposal of the property portfolio of Bonaero Park was substantially concluded 
during the year, with the transfer of investment  property of R 6.8 million (2007:  R 9.1 million) still to be finalised.

•	 Cosource (Pty) Ltd:  Negotiations for the disposal of the Group’s shareholding was finalised after year-end and the effective date 
of disposal was 1 April 2008.
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Discontinued Operations 
Disclosed as 
held for sale

Total

Optronics’ 
PCB and  

Machine Shop SPP (Pty) Ltd
Cosource 
(Pty) Ltd

R million R million R million R million

5 Non-current assets held for sale and discontinued 
operations (continued)

5.1	The results are as follows:

Group

2008

Revenue and other income  -  19.6  43.2  62.8 
Expenses, exchange losses and interest  (0.5)  (48.2)  (39.8)  (88.5)
Pre-tax (loss)/ profit  (0.5)  (28.6)  3.4  (25.7)
Tax  -  -  (0.2)  (0.2)
(Loss)/ profit after tax  (0.5)  (28.6)  3.2  (25.9)

Net cash flows attributable

Cash flow utilised (in)/ from operating activities  -  (24.6)  6.2  (18.4)
Cash flow utilised in investment activities  -  -  (2.0)  (2.0)
Cash flow from financing activities  -  24.6  -  24.6 
Total cash flow  -  -  4.2  4.2 

2007

Revenue and other income  -  12.4  13.6  26.0 
Expenses, exchange losses and interest  -  (33.2)  (34.6)  (67.8)
Pre-tax loss  -  (20.8)  (21.0)  (41.8)

Net cash flows attributable

Cash flow utilised (in)/ from operating activities  -  (47.8)  0.5  (47.3)
Cash flow utilised in investment activities  -  -  (2.3)  (2.3)
Cash flow from financing activities  -  0.5  0.5 
Total cash flow  -  (47.8)  (1.3)  (49.1)

Company

2008

Pre-tax loss  (0.5)  -  -  (0.5)

2007

Pre-tax profit/ (loss)  -  -  -  - 

No tax is applicable as the entities are in a loss making position.
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R million R million R million R million
5 Non-current assets held for sale and discontinued operations 

(continued)

5.2 The proceeds on the disposal of discontinued operations 
are as follows:

Net asset value  25.7  -  4.6  - 
Profit on disposal  2.1  -  2.1  - 
Selling price  27.8  -  6.7  - 

Net cash flow on disposal  27.8  -  6.7  - 

Profit on discontinued operations  2.1  -  2.1  - 

The assets and liabilities disposed of were as follows:

	 Non-current assets  15.5  -  2.5  - 
	 Current assets  12.6  -  2.7  - 
	 Total assets  28.1  -  5.2  - 
	 Total liabilities  (2.4)  -  (0.6)  - 
	 Net assets  25.7  -  4.6  - 

5.3 Non-current assets and liabilities held for sale 

Assets

	 Property, plant and equipment  1.0  352.1  -  328.2 
Investment properties  30.1  158.9  23.3  81.5 

	 Intangible assets  11.9  11.3  -  - 
	 Other non-current assets  0.2  0.2  -  - 
	 Inventories  1.6  4.7  -  - 
	 Trade and other receivables  7.1  11.1  -  - 
	 Cash and cash equivalents  5.8  1.6  -  - 

 57.7  539.9  23.3  409.7 

Liabilities

	 Interest bearing borrowings  7.2  7.2  -  - 
	 Non-current provisions  -  0.5  -  - 
	 Trade payables and other payables  2.4  4.7  -  - 
	 Advance payments received  0.7  1.0  -  - 
	 Current provisions  0.7  1.3  -  - 
	 Tax liabilities  0.2  -  -  - 

 11.2  14.7  -  - 
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Group Company
2008 2007 2008 2007

R million R million R million R million
6 Acquisition of business

During the prior year, Denel Aviation, a division of the 
Company, acquired the D2 workshop as a going concern. The 
D2 workshop is a MRO facility for components for rotor wing 
aircrafts.  The acquisition of the workshop was necessary for 
the Company to be accredited by Eurocopter to support the 
Oryx helicopter.

The fair value of the identifiable assets and liabilities of the 
D2 workshop at acquisition date were:

Assets  -  37.9  -  37.9 
Property, plant and equipment (refer note 10)  -  7.3  -  7.3 
Inventories  -  25.0  -  25.0 
Trade and other receivables  -  5.6  -  5.6 

Liabilities  -  4.0  -  4.0 
Trade and other payables  -  4.0  -  4.0 

Net assets  -  33.9  -  33.9 
Goodwill arising from acquisition (refer note 12)  -  21.8  -  21.8 
Total consideration  -  55.7  -  55.7 

7 Net derivative gains on held-for-trading financial 
instruments

7.1	Net foreign exchange (losses)/ gains  (3.0)  12.6  (12.7)  10.8 
Losses on settled transactions  (37.6)  (73.7)  (26.3)  (72.4)
Gains on settled transactions  67.5  69.3  64.1  65.3 
Losses on revaluations  (69.1)  (185.7)  (66.5)  (183.4)
Gains on revaluations  36.2  202.7  16.0  201.3 

7.2	Net gains/ (losses) on commodity swaps  48.1  (1.5)  48.1  (1.5)
Losses on revaluations  -  (3.6)  -  (3.6)
Gains on revaluations  48.1  2.1  48.1  2.1 

 45.1  11.1  35.4  9.3 
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Group Company
2008 2007 2008 2007

R million R million R million R million

8 Net finance cost incurred on financial instruments not at 
fair value through profit and loss

The amounts below relate to financial instruments measured 
at amortised cost (financial liabilities, loans and receivables)

8.1 Finance expenses

Current interest bearing borrowings  26.7  6.3  26.4  4.5 
Non-current interest bearing borrowings  40.8  108.1  40.5  107.9 

Secured  -  0.1  -  0.1 
Finance leases  0.4  1.1  0.4  106.9 
Unsecured  40.4  106.9  40.1  0.9 

Inter-group finance expenses  44.6  16.4 
Less: Discontinued operations  (1.0)  (1.9)  -  - 

66.5 112.5 111.5 128.8
Unwinding of discount on provisions  70.1  69.0  70.1  68.9 
Total finance expense  136.6  181.5  181.6  197.7 

8.2 Finance income

Gross interest received  76.4  38.5  70.4  30.4 
Less: Discontinued operations  (0.3)  -  -  - 

 76.1  38.5  70.4  30.4 
Inter-group finance income  3.3  21.4 
Total finance income  76.1  38.5  73.7  51.8 

Net finance costs  60.5  143.0  107.9  145.9 
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Group Company
2008 2007 2008 2007

R million R million R million R million

9 Taxation expense

SA Normal tax

Current tax  14.6  33.0  -  4.6 
Deferred tax (refer note 16)  (5.4)  (19.2)  -  - 

Movement in temporary differences (5.0) (19.2)  -  -
Change in tax rate (0.4)  -  -  -

Share of associated companies  (4.0)  (7.4)  -  - 
Current tax  -  -  -  - 
Deferred tax  (4.0)  (7.4)  -  - 

 5.2  6.4  -  4.6 
Less: Discontinued operations  (0.2)  -  -  - 

 5.0  6.4  -  4.6 

No provision for SA Normal tax has been made for a majority 
of the companies within the Group as they have assessed 
losses.

 %  %  %  % 
Reconciliation of tax rate

Effective tax rate  (0.7)  (1.7)  -  - 
Reduction in tax rate due to:  29.7  30.7  29.0  29.0 

Exempt income  (16.4)  19.6  (51.3)  23.3 
Capital profits  -  -  -  - 
Deferred tax asset not recognised  51.6  11.8  63.9  8.3 
Non-taxable capital gain on property, plant and equipment  -  (0.2)  -  - 
Taxable capital gains  5.8  (0.4)  14.3  - 
Share of associated companies  1.4  2.0  -  - 
Other  (12.7)  (2.1)  2.1  (2.6)

SA Normal tax rate  29.0  29.0  29.0  29.0 

Estimated 
assessed 
losses

Assessed 
losses

Estimated 
assessed 
losses

Assessed 
losses

R million R million R million R million

The estimated assessed losses available for set-off against 
future taxable income are as follows:

Assessed losses  4,390.0  4,815.3  4,073.3  4,216.6 
Capital gains tax assessed losses  6.2  11.6  (47.2)  11.2 
Computed assessed losses  4,396.2  4,826.9  4,026.1  4,227.8 
Assessed losses utilised to create deferred tax asset  (2.2)  (8.6)  -  - 
Net available assessed losses  4,394.0  4,818.3  4,026.1  4,227.8 
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Land and 
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Plant and 
machinery

Vehicles 
and office 
furniture

Computer 
equipment Total

R million R million R million R million R million

10 Property, plant and equipment

Group

2008

Carrying amount at 1 April  473.4  302.7  26.4  49.0  851.5 
Additions  14.8  219.3  12.0  24.3  270.4 
Capitalised leases  -  -  0.7  -  0.7 
Business disposed  -  (9.4)  (0.1)  (0.5)  (10.0)
Disposals  (0.7)  (5.6)  (0.1)  (1.6)  (8.0)
Reclassification  (6.3)  6.0  0.2  0.1  - 
Transfer to investment properties (refer note 11)  (5.9)  -  -  -  (5.9)
Transfer to non-current assets held for sale  (19.0)  -  -  (0.2)  (19.2)
Impairment for the year (refer note 3)  -  (4.5)  -  -  (4.5)
Depreciation for the year (refer note 3)  (17.1)  (55.7)  (8.2)  (27.1)  (108.1)
Carrying amount at 31 March  439.2  452.8  30.9  44.0  966.9 

Cost  647.2  1,429.4  88.5  162.0  2,327.1 
Accumulated depreciation and impairment  (208.0)  (976.6)  (57.6)  (118.0)  (1,360.2)
Carrying amount at 31 March  439.2  452.8  30.9  44.0  966.9 

Carrying amount of encumbered assets at  
31 March (refer note 24)  -  1.9  0.1  1.1  3.1 

2007

Carrying amount at 1 April  792.3  327.4  28.9  66.2  1,214.8 
Additions  28.6  61.2  8.4  19.9  118.1 
Capitalised leases  -  -  0.2  -  0.2 
Business acquired  -  7.3  -  -  7.3 
Disposals  (0.1)  (1.5)  (0.8)  (1.1)  (3.5)
Reclassification  21.1  (18.4)  (3.1)  0.4  - 
Transfer to investment properties (refer note 11)  (16.7)  -  -  -  (16.7)
Transfer to non-current assets held for sale  (328.2)  -  -  (0.4)  (328.6)
Impairment for the year (refer note 3)  -  (8.5)  -  0.1  (8.4)
Depreciation for the year (refer note 3)  (23.6)  (64.8)  (7.2)  (36.1)  (131.7)
Carrying amount at 31 March  473.4  302.7  26.4  49.0  851.5 

Cost  671.5  1,441.2  84.2  221.8  2,418.7 
Accumulated depreciation and impairment  (198.1)  (1,138.5)  (57.8)  (172.8)  (1,567.2)
Carrying amount at 31 March  473.4  302.7  26.4  49.0  851.5 

Carrying amount of encumbered assets at  
31 March (refer note 24)  -  1.9  1.4  4.1  7.4 
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Land and 
buildings

Plant and 
machinery

Vehicles 
and office 
furniture

Computer 
equipment Total

R million R million R million R million R million
10 Property, plant and equipment (continued)

Company

2008

Carrying amount at 1 April  461.6  275.5  24.3  46.3  807.7 
Additions  14.8  64.5  3.6  17.8  100.7 
Capitalised leases  -  -  0.6  -  0.6 
Acquired from subsidiaries  6.7  -  -  -  6.7 
Disposals  (0.7)  (5.1)  -  (1.6)  (7.4)
Disposal of division  -  (11.0)  (6.0)  (0.6)  (17.6)
Disposal to subsidiaries  -  (0.3)  -  -  (0.3)
Reclassification  (6.3)  6.0  0.3  -  - 
Transfer to investment properties (refer note 11)  (5.9)  -  -  -  (5.9)
Transfer to non-current assets held for sale  (19.0)  -  -  -  (19.0)
Impairment for the year (refer note 3)  -  (4.5)  -  -  (4.5)
Depreciation for the year (refer note 3)  (17.0)  (52.0)  (5.7)  (24.9)  (99.6)
Carrying amount at 31 March  434.2  273.1  17.1  37.0  761.4 

Cost  640.9  1,229.3  59.5  148.6  2,078.3 
Accumulated depreciation and impairment  (206.7)  (956.2)  (42.4)  (111.6)  (1,316.9)
Carrying amount at 31 March  434.2  273.1  17.1  37.0  761.4 

Carrying amount of encumbered assets at  
31 March (refer note 24)  -  1.9  0.1  1.1  3.1 
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Land and 
buildings

Plant and 
machinery

Vehicles 
and office 
furniture

Computer 
equipment Total

R million R million R million R million R million

10 Property, plant and equipment (continued)

2007

Carrying amount at 1 April  785.2  323.0  28.5  65.6  1,202.3 
Additions  23.1  51.6  6.9  18.4  100.0 
Capitalised leases  -  -  0.2  -  0.2 
Business acquired (refer note 6)  -  7.3  -  -  7.3 
Disposals  (0.1)  (1.3)  (0.9)  (1.2)  (3.5)
Disposal of division  -  (16.5)  (0.8)  (2.1)  (19.4)
Reclassification  21.5  (18.8)  (3.2)  0.5  - 
Transfer to investment properties (refer note 11)  (16.7)  -  -  -  (16.7)
Transfer to non-current assets held for sale  (328.2)  -  -  -  (328.2)
Impairment for the year (refer note 3)  -  (8.5)  -  0.1  (8.4)
Depreciation for the year (refer note 3)  (23.2)  (61.3)  (6.4)  (35.0)  (125.9)
Carrying amount at 31 March  461.6  275.5  24.3  46.3  807.7 

Cost  658.4  1,297.9  76.1  194.5  2,226.9 
Accumulated depreciation and impairment  (196.8)  (1,022.4)  (51.8)  (148.2)  (1,419.2)
Carrying amount at 31 March  461.6  275.5  24.3  46.3  807.7 

Carrying amount of encumbered assets at  
31 March (refer note 24)  -  1.9  1.4  4.0  7.3 

Registers of property, plant and equipment are open for inspection at the business entities of the Group, by the Shareholder or 
authorised representatives.

Owing to the continued losses at a number of the entities within the Group, the property, plant and equipment has been assessed 
for impairment. IAS 36 Impairment of Assets provides that the recoverable amount of an asset is the higher of its net selling price 
and its value in use.  Where the recoverable amount was based on the value in use, a discount rate of 10.35% (2007: 10.25%) was 
used. 

Certain property, plant and equipment was impaired due to a lack of orders and there is no new business foreseen in the near 
future that will utilise these assets. In the case of the two subsidiaries that are to be disposed, the recoverable amount was based 
on the net selling price that represents the offers received to purchase these companies.
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Group Company
2008 2007 2008 2007

R million R million R million R million

11 Investment properties

Fair value at 1 April  88.9  137.3  88.8  128.9 
Additions  -  5.1  -  0.1 
Transfer from property, plant and equipment (refer note 10)  5.9  16.7  5.9  16.7 
Fair value adjustment  22.4  24.6  22.4  24.6 
Transfer to non-current assets held for sale  (0.1)  (94.8)  -  (81.5)
Fair value at 31 March  117.1  88.9  117.1  88.8 

Valuations of investment properties were carried out at the 
year-end by registered independent external appraisers, who 
have appropriate recognised professional qualifications and 
experience in the location and nature of the property being 
valued. Fair values were determined having regard to recent 
market transactions for similar properties in the same location 
as the Group’s investment properties.

12 Intangible assets

Development costs  -  -  -  - 
	 At cost  107.1  115.7  106.6  115.2 
	 Accumulated amortisation and impairment  (107.1)  (115.7)  (106.6)  (115.2)

Software  27.1  4.3  27.1  4.3 
	 At cost  40.1  22.0  40.1  22.0 
	 Accumulated amortisation  (13.0)  (17.7)  (13.0)  (17.7)

Patents  -  -  -  - 
	 At cost  -  6.2  -  2.0 
	 Accumulated amortisation  -  (6.2)  -  (2.0)

Goodwill  4.4  4.4  4.4  4.4 
	 At cost  64.8  21.8  21.8  21.8 
	 Accumulated impairment  (60.4)  (17.4)  (17.4)  (17.4)

Carrying amount at 31 March  31.5  8.7  31.5  8.7 
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12 Intangible assets (continued)

Reconciliation

Development costs
Carrying amount at 1 April  -  -  -  - 
Capitalised during the year  1.4  2.5  -  - 
Disposals  -  -  -  - 
Amortisation for the year (refer note 3)  (0.9)  -  -  - 
Transfer to non-current assets held for sale  (0.5)  (2.5)  -  - 
Carrying amount at 31 March  -  -  -  - 

Software
Carrying amount at 1 April  4.3  9.4  4.3  9.4 
Additions  26.2  3.4  26.2  3.4 
Disposals  -  (0.2)  -  (0.2)
Business disposed  (0.8)  -  (0.9)  - 
Reclassification  -  (2.8)  -  (2.8)
Amortisation for the year (refer note 3)  (2.6)  (5.5)  (2.5)  (5.5)
Carrying amount at 31 March  27.1  4.3  27.1  4.3 

The carrying amount of software encumbered is  
R nil million (2007: R 1.5 million) (refer note 24)

Patents
Carrying amount at 1 April  -  0.3  -  0.3 
Amortisation for the year (refer note 3)  -  (0.1)  -  (0.1)
Reclassification  -  (0.2)  -  (0.2)
Carrying amount at 31 March  -  -  -  - 

Goodwill
Carrying amount at 1 April  4.4  -  4.4  - 
Additions  43.0  21.8  -  21.8 
Impairment for the year (refer note 3)  (43.0)  (17.4)  -  (17.4)
Carrying amount at 31 March  4.4  4.4  4.4  4.4 

Carrying amount at 31 March  31.5  8.7  31.5  8.7 
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Group Company
2008 2007 2008 2007

R million R million R million R million

13 Investments in subsidiaries

Unlisted shares  830.3  370.8 
Net loans  (173.1)  490.9 
	 Due by subsidiaries  204.8  720.9 
	 Due to subsidiaries  (377.9)  (230.0)

Gross investments  657.2  861.7 
Accumulated impairment  (223.4)  (603.8)
Carrying amount at 31 March  433.8  257.9 

Loans to subsidiaries of R 182.3 million (2007: R 561.1 million) 
have been subordinated in favour of other creditors of the 
subsidiaries.  The subordination agreements will remain effective 
until such time that the subsidiaries involved retain solvency.

A detailed breakdown of the investments in subsidiaries is 
contained in note 36.

Reconciliation of carrying amount

	 Gross investments  657.2  861.7 
	 Accumulated impairment  (223.4)  (603.8)
	 Carrying amount at 31 March  433.8  257.9 

Accumulated impairment loss is as follows:

Unlisted shares  41.1  42.7 
	 Balance at 1 April  42.7  40.9 
	 Impairment for the year  -  1.8 
	 Impairment reversed for the year  (1.6)  - 
Loans  182.3  561.1 
	 Balance at 1 April  561.1  515.6 
	 Subsidiaries disposed  (424.9)  - 
	 Impairment for the year  46.1  45.5 

 223.4  603.8 
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14 Investments in associated companies

The Group holds a 49.0% interest in Turbomeca Africa (Pty) Ltd. 
The year-end of  Turbomeca Africa (Pty) Ltd is 31 December.

The Group holds a 30.0% interest in Carl Zeiss  
Optronics (Pty) Ltd since 21 July 2007.  The year-end of Carl 
Zeiss Optronics (Pty) Ltd is 30 September.

Cost of investments in associated companies
	 Unlisted shares  104.8  49.4  105.9  49.4 
	 Loans  24.7  30.6  24.7  30.6 
	 Accumulated impairment  -  -  (49.4)  (49.4)

 129.5  80.0  81.2  30.6 
Net share of results of associated companies  (38.2)  (19.1)
	 Share of current year (loss)/ profit before tax  (23.1)  28.9 
	 Share of current year tax  4.0  7.4 
	 Share of current year (loss)/ profit after tax  (19.1)  36.3 
	 Accumulated loss at 1 April  (19.1)  (55.4)

Net investments in associated companies  91.3  60.9  81.2  30.6 

The accumulated impairment loss is as follows:

Unlisted shares
	 Balance at 1 April  -  -  49.4  49.4 
	 Impairment for the year  -  -  -  - 

 -  -  49.4  49.4 
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Group Company
2008 2007 2008 2007

R million R million R million R million

14 Investments in associated companies (continued)

The following represents the summarised financial 
information of the associated companies:

Total assets  746.0  265.9 
	 Non-current assets  69.4  42.8 
	 Current assets  676.6  223.1 
Total liabilities  (574.4)  (204.0)
	 Non-current liabilities  (92.5)  (50.9)
	 Current liabilities  (481.9)  (153.1)

Net assets  171.6  61.9 

Group share of associated companies' net assets  65.8  30.3 

Revenue  503.9  288.0 

Group share of revenue  216.7  141.1 

Group share of (loss)/ profit before tax  (23.1)  28.9 

A detailed breakdown of the investment in the associated 
companies is contained in note 36.

15 Loans receivable

Loans at amortised cost  22.5  29.6  22.5  29.6 
Less: Current portion of loans receivable included in trade 
and other receivables (refer note 18)  (8.0)  (7.1)  (8.0)  (7.1)

 14.5  22.5  14.5  22.5 

The loan to SITA has a balance of R 18.8 million (2007: R 23.0 million) and earns interest at a fixed rate of 9.0% per annum.  The 
loan is repayable in fixed monthly instalments with the last instalment payable on 31 March 2012.  The loan is secured by a mortgage 
bond over certain land and buildings owned by SITA.

The loan receivable from the shareholders of Sybase SA (Pty) Ltd has a balance of R 3.7 million (2007: R 6.6 million) and earns 
interest at a fixed rate of 9.5% per annum. The loan is repayable in annual instalments with the final instalment payable on  
1 February 2009. The loan is secured by a cession of the shares of the buyer.
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16 Deferred tax

Deferred tax assets  254.5  315.8  221.8  241.1 
Deferred tax liabilities  (238.8)  (305.5)  (221.8)  (241.1)

 15.7  10.3  -  - 

Movement of deferred tax assets and liabilities:

Balance at 1 April  10.3  (8.9)  -  - 
Per income statement  5.4  19.2  -  - 

 15.7  10.3  -  - 

Net deferred tax asset comprises:

Provisions  382.1  390.0  358.9  380.1 
Intangible assets 11.3  -  -  -
Advanced payments received 241.8  165.3 241.3 158.5
Customers invoiced work not performed 7.7  - 7.7  -
Embedded derivative liabilities 5.9 12.5  5.9 11.8
Other tax deductible differences 0.1 54.9  -  -
Limit deferred tax asset to liability (394.6) (309.3) (392.0) (309.3)
Assessed loss  0.2  2.4  -  - 

 254.5 315.8 221.8  241.1 

Net deferred tax liability comprises:

Property, plant and equipment allowances (178.7)  (188.4)  (176.5)  (184.6)
Property, plant and equipment allowances for capital gains tax  -  (18.9)  -  (18.4)
Prepayments made  -  (0.2)  -  - 
Work performed not invoiced (18.9) (36.5) (12.8) (25.8)
Embedded derivative assets (20.9) (5.1) (17.3) (5.1)
Affected foreign exchange contracts (8.3)  - (8.3)  -
Doubtful debt allowance (4.4) (5.6) (4.2) (5.1)
Reinsurance asset (4.8) (4.7)  -  -
Other taxable differences (2.8) (46.1) (2.7) (2.1)

(238.8) (305.5) (221.8) (241.1)

For certain companies in the Group, no deferred tax asset has been recognised for the assessed loss and deductible temporary 
differences due to the uncertainty of the timing and the amount that could be recovered against future taxable income. For 
profitable companies in the Group, depending on future taxable profits, a deferred tax asset has been recognised.

Had a deferred tax asset been recognised, the value of the deferred tax asset at year-end would have been R 2,722.3 million   
(2007: R 1,713.5 million) for the Group and R 1,462.0 million (2007: R 1,532.1 million) for the Company.
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R million R million R million R million

17 Inventories

Inventories are valued at the lower of cost and net realisable 
value and is categorised as follows:

Raw materials and bought-out components  329.8  381.8  190.9  240.5 
Work-in-progress  215.8  263.0  210.7  259.8 
Contracts-in-progress  246.8  204.6  20.1  21.8 
Property development  1.8  2.5  -  - 
Finished products  223.7  171.9  208.7  166.5 
Consumable inventory  54.3  47.5  52.3  44.5 
Spare parts  1.6  -  1.6  - 
Less: Disclosed as non-current assets held for sale  (1.6)  (4.7)  -  - 

 1,072.2  1,066.6  684.3  733.1 

Accumulated impairment  445.5  431.0  350.8  372.7 

Included  in  cost  of  sales is an amount  of R 1,530.0 million 
(2007: R 1,511.9 million) for the Group and R 1,219.8 million 
(2007: R 1,530.2 million) for the Company relating to inventory 
which was recognised as an expense during the year.

18 Trade and other receivables 

Financial assets  755.1  753.7  649.4  709.0 
Trade receivables  708.1  712.2  604.1  665.4 
Trade receivables: Inter-group  7.7  16.6 
Interest accrued  5.9  1.4  5.9  1.4 
Other receivables  33.1  33.0  23.7  18.5 

 747.1  746.6  641.4  701.9 
Current portion of loans receivable (refer note 15)  8.0  7.1  8.0  7.1 

Non-financial assets  657.0  403.9  512.1  216.0 
Amount due from customers for contract work  451.3  213.3  381.8  176.5 
Prepayments and advances made  190.2  185.1  115.2  35.6 
Other receivables  15.5  5.5  15.1  3.9 

Less: Disclosed as non-current assets held for sale  (7.0)  (11.0)  -  - 
 1,405.1  1,146.6  1,161.5  925.0 

Accumulated impairment
	 Financial assets  95.7  76.4  92.4  69.9 
	 Non-financial assets  8.9  129.2  8.9  129.2 

 104.6  205.6  101.3  199.1 

Trade receivables are non-interest bearing and are generally on 30 to 90 day terms.  Specific impairments are made for identified 
doubtful debts.
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18 Trade and other receivables 
(continued)

Impairment account reconciliation 
(individually impaired)

Group

Balance at 1 April  74.5  1.9  76.4  8.7  -  8.7 
Impairment losses recognised  70.4  0.9  71.3  67.2  1.9  69.1 
Written off as uncollectible  (3.6)  -  (3.6)  (0.4)  -  (0.4)
Recovered during the year  (24.7)  -  (24.7)  (1.0)  -  (1.0)
Impairment losses reversed  (12.0)  -  (12.0)  -  -  - 
Businesses disposed  (8.9)  (2.8)  (11.7)  -  -  - 

 95.7  -  95.7  74.5  1.9  76.4 

Company

Balance at 1 April  68.0  1.9  69.9  7.0  -  7.0 
Impairment losses recognised  69.1  -  69.1  62.3  1.9  64.2 
Written off as uncollectible  (3.6)  -  (3.6)  (0.4)  -  (0.4)
Recovered during the year  (24.6)  -  (24.6)  (0.9)  -  (0.9)
Impairment losses reversed  (9.2)  -  (9.2)  -  -  - 
Businesses disposed  (7.3)  (1.9)  (9.2)  -  -  - 

 92.4  -  92.4  68.0  1.9  69.9 

Group Company
2008 2007 2008 2007

R million R million R million R million

19 Reinsurance asset

Balance at 1 April  16.0  12.5 
Reinsurance income  1.2  3.5 

 17.2  16.0 

Densecure (Pty) Ltd , a subsidiary of the Company, has a reinsurance asset with Santam Risk Finance Ltd, under which a performance 
bonus is payable to Densecure (Pty) Ltd when the annual premium paid exceeds the amount deductible in terms of costs and claims 
during the year.
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20 Derivative financial assets and liabilities

20.1 Derivative financial assets

Derivatives  74.1  30.2  74.1  30.2 
Foreign exchange contracts  26.2  28.1  26.2  28.1 
Commodity swaps  47.9  2.1  47.9  2.1 

Embedded derivatives
Foreign exchange embedded derivatives  74.6  17.7  61.7  17.7 

 148.7  47.9  135.8  47.9 

20.2 Derivative financial liabilities

Derivatives  163.8  73.4  161.1  73.3 
Foreign exchange contracts  150.0  69.8  147.3  69.7 
Foreign exchange options  12.5  -  12.5  - 
Commodity swaps  1.3  3.6  1.3  3.6 

Embedded derivatives
Foreign exchange embedded derivatives  20.9  43.0  20.9  40.6 

 184.7  116.4  182.0  113.9 

21 Cash and cash equivalents

Deposits
Local call deposits  897.7  248.1  840.1  198.0 

Cash in bank  71.3  91.5  63.1  88.2 
Local banks  17.6  65.9  9.7  63.8 
Foreign banks  53.7  25.6  53.4  24.4 

Cash on hand  0.4  0.4  0.2  0.3 
 969.4  340.0  903.4  286.5 

Less: Disclosed as non-current assets held for sale  (5.8)  (1.6)  -  - 
 963.6  338.4  903.4  286.5 

Cash and cash equivalents are as per the cash flow statement. The weighted average effective interest rate on call deposits was 
9.76% (2007: 7.5%). Interest on cash in bank is earned at market rates. The funds included in cash and cash equivalents are available 
on demand.
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22 Share capital

Authorised

1,000,000,000 Class A ordinary shares of R1 each  1,000.0  1,000.0  1,000.0  1,000.0 
232,455,747 Class B ordinary shares of R1 each  232.5  232.5  232.5  232.5 

 1,232.5  1,232.5  1,232.5  1,232.5 

Issued

Shares at par value

	 Class A ordinary shares  1,000.0  976.1  1,000.0  976.1 
		  Balance at 1 April  976.1  849.2  976.1  849.2 
		  Shares issued during the year  23.9  126.9  23.9  126.9 

	 Class B ordinary shares  225.1  40.3  225.1  40.3 
		  Balance at 1 April  40.3  40.3  40.3  40.3 
		  Shares issued during the year  184.8  -  184.8  - 

 1,225.1  1,016.4  1,225.1  1,016.4 

Share premium

	 Balance at 1 April  3,527.0  3,086.9  3,527.0  3,086.9 
	 Premium on shares issued  724.3  440.1  724.3  440.1 

 4,251.3  3,527.0  4,251.3  3,527.0 

At year-end, the number of issued Class A ordinary shares were 
1,000,000,000 (2007: 976,104,463) and the number of issued 
Class B ordinary shares were 225,049,663 (2007: 40,235,747). 

During the year, 23,895,537 (2007: 126,836,290) Class A ordinary 
shares and 184,813,916 (2007: nil) Class B ordinary shares were 
issued, at a premium of R 724.3 million (2007: R 440.1 million). 

The unissued shares are under the control of the South African 
Government which is the sole shareholder. The Class B shares 
have a preference right in terms of a capital reduction scheme.

23 Minority interests

Balance at 1 April  6.0  6.6 
Additional minority interests due to shares issued by subsidiary  109.0  - 
Share of net loss of subsidiaries  (12.7)  (0.6)

 102.3  6.0 
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Group Company
2008 2007 2008 2007

R million R million R million R million

24 Interest bearing borrowings

Finance leases  0.8  1.5  0.8  1.5 
	 Gross amount  2.3  9.2  2.3  9.0 
	 Less: Current portion included in current liabilities  (1.5)  (7.7)  (1.5)  (7.5)

The Rand-denominated finance lease liabilities bear interest 
ranging between 11.5% (2007: 8.7%) and 16.6% (2007: 12.0%) 
linked to prime rate.

These leases are secured by certain property, plant and 
equipment to the value of R 3.1 million (2007: R 7.4 million) 
(refer note 10), as well as certain intangible assets to the value 
of R nil million (2007: R 1.5 million) (refer note 12).

Local unsecured loan  -  -  -  - 
	 Denel Corporate Bond (DEN1)  -  824.5  -  824.5 
	 Unsecured loan of minority shareholders  7.2  7.2  -  - 
	 Gross amount 7.2 831.7  - 824.5
	 Less: Current portion included in current liabilities  -  (824.5)  -  (824.5)
	 Less: Disclosed as non-current liabilities held for sale  (7.2)  (7.2)  -  - 

The Rand-denominated bonds were redeemed on  
16 August 2007 and bear interest at 12.8% per annum payable 
semi-annually in arrears on 16 February and 16 August. The 
bonds were unsecured but carry a negative pledge which 
precludes the Company from encumbering any assets or 
revenues of the Company or material subsidiary in favour of 
any other interest bearing borrowings, without making effective 
provision whereby all the bonds shall be directly secured equally 
and rateable with such relevant borrowings.

Non-current portion of interest bearing borrowings  0.8  1.5  0.8  1.5 

Current portion of interest bearing borrowings  234.2  832.5  234.2  832.0 
	 Bank overdraft  -  0.3  -  - 
	 Commercial paper  148.6  -  148.6  - 
	 Cash managed on behalf of an associated company  84.1  -  84.1  - 
	 Current portion of non-current interest bearing 

borrowings included in current liabilities  1.5  832.2  1.5  832.0 

Total interest bearing borrowings  235.0  834.0  235.0  833.5 

The undrawn borrowing facilities available for future operating activities amount to R 668.0 million (2007: R 954.0 million). Refer to 
note 32 for fair value.
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% % % %

24 Interest bearing borrowings (continued)

Weighted average effective interest rates
	 Local unsecured loans (fixed rate) 11.1 12.8 12.8 12.8
	 Local finance leases (floating rate) 13.2 11.3 11.1 11.3
	 Unsecured loan of minority shareholders 10.0 10.0   
	 Short-term bank borrowings (floating rate) 11.0 8.6 11.0 8.6

R million R million R million R million
Summary of maturity of borrowings
	 Maturing by 31 March 2008  -  832.5  -  832.0 
	 Maturing by 31 March 2009  234.2  1.5  234.2  1.5 
	 Maturing after 31 March 2009  0.8  -  0.8  - 

 235.0  834.0  235.0  833.5 
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 Less than  
3 months 

 Between 
3 and 12 
months 

 Between  
1 and 5 
years 

 Later than 
5 years Total

R million R million R million R million R million

24 Interest bearing borrowings (continued)

Finance leases

Group

2008

Minimum lease payments  0.6  0.9  0.9  -  2.4 
Interest  -  -  (0.1)  -  (0.1)
Principal  0.6  0.9  0.8  -  2.3 

2007

Minimum lease payments  2.0  6.1  1.6  -  9.7 
Interest  (0.1)  (0.3)  (0.1)  -  (0.5)
Principal  1.9  5.8  1.5  -  9.2 

Company

2008

Minimum lease payments  0.6  0.9  0.8  -  2.3 
Interest  -  -  (0.1)  -  (0.1)
Principal  0.6  0.9  0.7  -  2.2 

2007

Minimum lease payments  2.0  5.9  1.6  -  9.5 
Interest  (0.1)  (0.3)  (0.1)  -  (0.5)
Principal 1.9  5.6  1.5  -  9.0 

The majority of these finance leases relate to computer equipment leased over a period of three years.  The interest rate is linked 
to the prime rate.  The computer equipment will ordinarily be replaced by new equipment at the end of the lease term. There is an 
option to extend the leases at reduced monthly instalments.
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25 Provisions

25.1 Non-current provisions  481.3  549.4  441.7  479.4 
	 Contract risks and onerous contracts  245.0  336.6  205.4  266.1 
	 Product warranty and recall  61.9  55.2  61.9  55.2 
	 Site restoration  173.8  157.1  173.8  157.1 
	 Other  0.6  1.0  0.6  1.0 
	 Less: Disclosed as non-current liabilities held for sale  -  (0.5)  -  - 

25.2 Current provisions  993.3  800.5  780.0  632.1 
	 Contract risks and onerous contracts  440.7  412.9  309.1  293.7 
	 Performance guarantees  98.4  128.7  98.4  128.7 
	 Product warranty and recall  63.6  53.3  63.3  53.3 
	 Site restoration  27.4  -  27.4  - 
	 Other  349.6  193.9  281.8  156.4 
	 Insurance  14.4  13.0  -  - 
	 Less: Disclosed as non-current liabilities held for sale  (0.8)  (1.3)  -  - 

 1,474.6  1,349.9  1,221.7  1,111.5 
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Contract 
risks and 
onerous 
contracts

Performance 
guarantees

Product 
warranty 
and recall Other

Insurance 
provision

Site  
restoration

Disclosed 
as held for 

sale Total

R million R million R million R million R million R million R million R million

25 Provisions (continued)

Reconciliation

Group
2008

Balance at 1 April  749.5  128.7  108.5  194.9  13.0  157.1  (1.8)  1,349.9 
Realised  (194.9)  -  (12.3)  (77.5)  -  (1.2)  0.8  (285.1)
Unused amounts reversed  (41.3)  (44.0)  (4.2)  (37.1)  -  -  -  (126.6)
Unwinding of discount on 
provisions  48.9  -  5.2  -  -  16.1  (0.1)  70.1 
Charged to profit or loss  123.5  13.7  35.5  279.4  1.4  29.2  (0.4)  482.3 
Businesses disposed  -  -  (7.2)  (9.5)  -  -  0.7  (16.0)

 685.7  98.4  125.5  350.2  14.4  201.2  (0.8)  1,474.6 

2007

Balance at 1 April  1,117.4  65.9  93.1  217.2  12.3  121.5  (2.9)  1,624.5 
Realised  (264.4)  (5.7)  (38.1)  (134.0)  -  -  1.4  (440.8)
Unused amounts reversed  (354.1)  (10.8)  (17.3)  (48.9)  (2.1)  -  -  (433.2)
Unwinding of discount on 
provisions  56.4  -  -  -  -  12.6  (0.1)  68.9 
Charged to profit or loss  194.2  79.3  70.8  160.6  2.8  23.0  (0.2)  530.5 

 749.5  128.7  108.5  194.9  13.0  157.1  (1.8)  1,349.9 

Company
2008

Balance at 1 April  559.8  128.7  108.5  157.4  -  157.1  -  1,111.5 
Realised  (160.9)  -  (11.9)  (57.4)  -  (1.2)  -  (231.4)
Unused amounts reversed  (11.4)  (44.0)  (3.8)  (33.1)  -  -  -  (92.3)
Unwinding of discount on 
provisions  48.8  -  5.2  -  -  16.1  -  70.1 
Transfer to subsidiaries  -  -  (7.9)  (10.8)  -  -  -  (18.7)
Charged to profit or loss  78.2  13.7  35.1  226.3  -  29.2  -  382.5 

 514.5  98.4  125.2  282.4  -  201.2  -  1,221.7 

2007

Balance at 1 April  1,115.9  65.9  93.1  211.0  -  121.5  -  1,607.4 
Realised  (263.2)  (5.7)  (38.1)  (103.6)  -  -  -  (410.6)
Unused amounts reversed  (335.9)  (10.8)  (17.3)  (35.0)  -  -  -  (399.0)
Unwinding of discount on 
provisions  56.3  -  -  -  -  12.6  -  68.9 
Transfer to subsidiaries  (202.9)  -  -  (15.4)  -  -  -  (218.3)
Charged to profit or loss  189.6  79.3  70.8  100.4  -  23.0  -  463.1 

 559.8  128.7 108.5  157.4  -  157.1  -  1,111.5 
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Contract risks and onerous contracts
The provision for onerous contracts comprises the expected losses on contracts where the expected benefits to be derived from 
a contract are lower than the unavoidable costs of meeting the obligation.  The provision for contract risk comprises potential risks 
on contracts that are in progress, is based on the technical and financial risk profile of each contract.

Performance guarantees
Performance guarantees are issued by the Group for contracts that are in progress.  These performance guarantees are carried as 
contingent liabilities and are raised as provisions when the Group has a present legal or constructive obligation to settle them. 

Product warranty and recall
The provision for product warranty comprises of legal and constructive obligations of the Group in respect of products delivered 
that are still under warranty.  The provision for product recall comprises the estimated cost that the Group will incur in the event 
of a specific product recall.

Provisions relating to insurance contracts
The provision is for claims that have been incurred but not reported to the insurance subsidiary. 

Site restoration provision
In accordance with the applicable legislation and the Group’s environmental policy in respect of decontamination, a site restoration 
provision has been raised. A provision for site restoration is recognised when the obligation arises as a result of the Group’s 
activities.

Other provisions
Other provisions comprise of the following: 

Retrenchment costs
As a result of the restructuring within the Group, certain employees have been identified for retrenchment and will be awarded 
retrenchment packages.  The retrenchment provision has been calculated based on the remuneration and the number of years 
of service of the effected persons, as well as specific terms negotiated with individuals or their labour representatives. The 
carrying amount included in other provisions is R 22.8 million (2007: R 15.1 million).

Accumulated leave
The provision for accumulated leave is calculated per employee based on leave days due and the individual's remuneration 
package.  The carrying amount included in other provisions is R 109.5 million (2007: R 120.6 million).

Variable remuneration
Provision is made for all employees based on achieving certain performance targets.  The amounts provided are based on 
an agreed percentage of employees' remuneration.  The carrying amount included in other provisions is R 161.2 million  
(2007: R 18.7 million).

Legal costs and disputes
The provision relates to anticipated legal costs and damages for cases in which the Group or entities within the Group are 
involved.  The carrying amount included in other provisions is R 28.2 million (2007: R 23.8 million).

Counter trade
The Group has entered into several export sales contracts that give rise to certain counter trade obligations.  The obliga-
tions vary and are calculated as a percentage of the export sales contract value.  A provision for counter trade is raised once 
the Group has a present legal or constructive obligation to settle them.  The carrying amount included in other provisions is  
R 13.5 million (2007: R 10.2 million).
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26 Trade and other payables

Financial liabilities  727.4  566.5  555.4  463.3 
Trade payables  606.0  440.5  436.3  331.7 
Trade payables: Inter-group  6.8  13.7 
Interest accrued  15.6  28.8  15.6  28.8 
Other accruals  105.8  97.2  96.7  89.1 

Non-financial liabilities  28.0  64.8  27.6  64.8 
Amounts due to customers for work invoiced, not yet 
performed  27.6  64.8  27.6  64.8 
Other non-financial liabilities  0.4  -  -  - 

Less: Disclosed as non-current liabilities held for sale  (2.4)  (4.7)  -  - 
 753.0  626.6  583.0  528.1 

Trade payables are non-interest bearing and are normally settled 
between 30 and 90 days. Other payables are also non-interest 
bearing, and are settled as they fall due in accordance with 
respective agreements. Interest payable is settled in accordance 
with respective agreements (refer note 24).

27 Contingent liabilities

27.1 Guarantees

The following guarantees were issued by the Group:

Advance payments guarantees  1,223.2  926.5  1,223.2  926.5 
Performance guarantees  701.8  690.2  701.8  690.2 
Participating guarantees  3.8  53.8  3.8  53.8 
Guarantees to local authorities  4.6  4.4  4.6  4.4 
Guarantees to banks for credit facilities of subsidiaries  20.1  20.1  20.1  20.1 
Sundry guarantees  78.6  98.4  78.6  98.4 
Total guarantees issued  2,032.1  1,793.4  2,032.1  1,793.4 
Guarantees issued on behalf of Carl Zeiss  
Optronics (Pty) Ltd  (96.3)  -  (96.3)  - 

Advance payments guarantees  (93.5)  -  (93.5)  - 
Sundry guarantees  (2.8)  -  (2.8)  - 

 1,935.8  1,793.4  1,935.8  1,793.4 
Recognised in the financial statements  (1,000.7)  (737.9)  (960.3)  (675.3)

Advance payments received  (902.3)  (609.2)  (861.9)  (546.6)
Provision for performance guarantees  (98.4)  (128.7)  (98.4)  (128.7)

 935.1  1,055.5  975.5  1,118.1 
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27 Contingent liabilities (continued)

27.2 Litigation

Litigation comprises legal claims lodged and claims that may be lodged against the Group. Owing to the sensitivity of the claims 
and the measures that will be taken to limit the liabilities, specific disclosure of items may negatively influence the outcome and 
the Group’s actions.

The aggregate amount of significant claims lodged against the Company, not specifically provided for, is R 44.5 million  
(2007:  R 42.7 million).  The directors are of the opinion that the success of most of the claims against the Company is remote 
and no material losses are expected to realise from these claims.

The Group is in dispute with one of its key customers over contractually related matters.  This has led to the cancellation of 
current, and the loss of potential contracts, as well as the call up of related performance guarantees.  The customer has notified 
the South African Government of its intention to proceed with the matter. It is expected that the matter may involve legal 
proceedings in a South African Court. It is not possible at this stage to estimate the potential damages and legal costs involved 
as the Group has not been formally notified of the proceedings.

The Group is disputing the validity of a teaming agreement that was signed with a foreign contractor for the supply of a specific 
subsystem in April 2004.  The Group was of the opinion that the agreement had lapsed and has subsequently requested 
suppliers, including the set contractor, to quote for the supply of the subsystem.  The set contractor claims that the Group is 
violating the exclusivity contained in the teaming agreement and has applied for an interdict against the Group to continue with 
the process.  The Group and the contractor are currently in negotiations to resolve the issue.  If negotiations are not successful, 
the Group may be liable for a claim of approximately R 35.9 million.

27.3 Counter trade

The Group has entered into several export sales contracts that give rise to certain counter trade obligations.  The obligations 
vary between 60.0% and 100.0% of the export sales contract value.

These counter trade obligations can be fulfilled in one or a combination of the following ways: 

•	 Production work share and technology transfer ; 
•	 Procurement of products and services from suppliers in the buyers’ country; 
•	 Participation in a business venture in the buyers’ country; and/ or
•	 Exchange of counter trade obligations with companies from the buyers’ countries that have counter trade obligations in 

South Africa.

The total value of the counter trade obligations based on sales already recognised is R 445.6 million (2007: R 219.1 million), 
translated at the year-end spot rate.  The Group has successfully negotiated agreements to exchange counter trade obligations. 
The Group is constantly exploring options to settle future counter trade obligations.  The Group issued guarantees to the value 
of R 11.4 million for penalties on non-fulfilment of counter trade obligations.

The maximum penalty applicable for counter trade obligations based on sales already recognised, excluding obligations already 
settled, is R 19.3 million  (2007: R 6.8 million).  Of this amount, R 14.8 million (2007: R 3.6 million) has been provided for as part 
of the other provisions (refer note 25).
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27 Contingent liabilities (continued)

27.3 Counter trade (continued)

The counter trade obligations to be discharged are as follows:

Within one year  278.6  - 
Within two years  20.7  162.6 
Within three years  19.8  - 
Later than three years  126.5  56.5 
Third party obligation  404.7  320.8 

Obligations based on deliveries  850.3  539.9 
Counter trade obligations already discharged  (483.3)  (123.7)
Obligations to be settled by third party  (404.7)  (320.8)

Counter trade obligation credits  (37.7)  95.4 
Obligations based on future deliveries  346.4  16.7 
Net counter trade obligations  308.7  112.1 

The Group has entered into certain export contracts in which a third party is responsible for the counter trade obligation. 
However, the counter trade authority in the third party’s country is holding the Group responsible.  The maximum liquidating 
penalties concerning these contracts are R 34.4 million (2007: R 27.3 million) and have been taken into account in the disclosure 
above.

The Group has entered into a local defence contract which requires the Group to impose counter trade obligations in favour 
of South Africa on all imported content.  The Group has therefore entered into back-to-back agreements with the suppliers 
to ensure that this obligation is offset.  A further contract was signed with the local client but the counter trade agreement still 
needs to be finalised.

The Group received bank guarantees from all the said suppliers which were ceded to the client.  A portion of the estimated 
foreign content is not yet contracted and the Group is currently carrying an obligation for which a bank guarantee to the value of  
R 2.8 million (2007: R 2.8 million) was issued to the client to cover any liquidating penalties in case the counter trade obligation 
is not met.  The Group is constantly in negotiations to conclude any outstanding portion of the counter trade obligation.

27.4 Contract losses

The Group entered into contracts with values of approximately R 1,066.0 million (2007: R 916.0 million) which have estimated 
contract losses of approximately R 926.0 million (2007: R 923.0 million) at 31 March 2008. This loss has not been raised as a 
provision following a written commitment received from the Shareholder stating its support for the continuation of the contract 
despite it being loss making, as it has certain strategic advantages to the country.  The support committed includes financial 
aspects limited to certain specified amounts.  The latter has been considered as future claims for contract accounting evaluation 
purposes and as a result no losses have been recognised.

Group and Company
2008 2007

R million R million
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27 Contingent liabilities (continued)

27.5 Penalties

The Group has a contract with one of its customers that indicates that should delivery be late, penalties will be charged ranging 
from 0.5% to 10.0% of the full contract value.  As at 31 March 2008, delays have been experienced on the contract and a penalty 
provision was raised based on the lower range of 0.5%.  Negotiations are currently in progress with the customer and it is not 
envisaged that the full 10.0% will be levied.  Should the upper range be enforced by the customer,  the Group would be liable 
for an additional R 13.7 million.

A customer has notified the Group, subsequent to year-end, of its decision to cancel a current contract .  At this stage, it is not 
possible to estimate the potential damages and other related costs as these have not yet been communicated to the Group and 
the Group is still in negotiation with the customer.

27.6 Rooivalk subsystems

A reliability problem was identified with one of the Rooivalk subsystems. The Group has provided for 50.0% of the expected 
costs for rectification.  Negotiations are currently underway with the client to contribute the remaining amount of R 34 million 
representing 50.0% of the expected costs.

27.7 Unrecorded invoices received

A subsidiary of the Group is disputing an invoice of R 18 million from one of its key suppliers for goods delivered in 2000.  There 
are no records of such goods having been received and not paid for.  The subsidiary has requested that supporting documents, 
establishing a liability on the entity, be furnished or a credit note be processed for this invoice.  There are questions on issuing 
an invoice seven years after delivery.  At this stage the entity does not believe that they are liable for the balance and as such 
have not accounted for it.

27.8 Site restoration

A minimum 15.0% contingency amounting to R 43.9 million has been included in the cost estimate that was not included in the 
provision. The contingency rate is based on unknown depth of contamination and volume of material to be cleaned up.  After 
the initial clean up the site will be tested for explosive ordinates to assess whether there should be any further clean up.

27.9 Taxes

The Group contracted with a foreign-based customer, however, made a local supply.  The transaction was zero rated  
for VAT purposes, as the customer made representation that they did not have a local presence and, therefore, was not 
liable for VAT.  Subsequent to year-end, based on professional advice, the customer is required to register for  VAT.  This  
means that the Group has to pay the Output VAT to the tax authorities together with potential penalties and interest.  An  
investigation is in process and the customer, together with the entity concerned, has approached the local tax authorities  
and await a ruling on the matter.  As a result of the discussions, the Group is unable to quantify the potential liability.   
The Group, however, has contracted with the customer on the basis that the customer is liable for all taxes and subsequent 
penalties and interest.
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28 Notes to the cash flow statement

28.1 Reconciliation of profit with cash retained from           
operations

Net loss before tax  (316.3)  (500.9)  (153.1)  (310.9)
Adjusted for:  229.6  (116.9)  228.4  (260.4)

Loss from discontinued operations (refer note 5.1)  (25.9)  (41.8)  (0.5)  - 
Profit on disposal of property, plant and equipment 1  (88.3)  (8.6)  (87.9)  (8.7)
(Profit)/ loss on disposal of investment properties 1  (46.2)  2.9  -  - 
Loss on disposal of intangible assets 1  -  0.2  -  0.2 
(Profit)/ loss on disposal of subsidiaries and divisions 1  (2.1)  0.2  (2.1)  0.1 
Loss on disposal of entities 1  131.8  -  131.8  - 
Depreciation 1  108.1  131.7  99.6  125.9 
Amortisation of intangible assets 1  3.5  5.6  2.5  5.6 
Revaluation of derivatives  48.5  127.9  43.9  127.8 
Revaluation of embedded derivatives  (79.0)  (106.8)  (63.7)  (109.2)
Net interest paid 2  60.5  143.0  107.9  145.9 
Dividend received  -  -  (88.6)  (250.0)
Increase/ (decrease) in provisions  70.5  (343.5)  58.9  (346.5)
Impairment raised on property, plant and equipment 1  4.5  8.4  4.5  8.4 
Impairment raised on other intangible assets 1  43.0  17.4  -  17.4 
Impairment raised on investments in subsidiaries 1  -  -  44.5  47.3 
Share of loss/ (profit) of associated companies 3  23.1  (28.9)  -  - 
Fair value adjustment of investment properties 4  (22.4)  (24.6)  (22.4)  (24.6)

Operating loss before changes in net current assets  (86.7)  (617.8)  75.3  (571.3)
Changes in net current assets:  (237.8)  (281.3)  (298.4)  (245.1)

Increase in inventories  (113.9)  (58.0)  (64.3)  (36.9)
Increase in receivables  (324.3)  (265.3)  (360.0)  (292.1)
Increase in reinsurance asset  (1.2)  (3.5)  -  - 
Increase in trade and other payables  206.3  65.2  125.9  83.9 
Other movements: Disclosed as non-current assets 
held for sale  (2.8)  (3.7)  -  - 
Other movements: Disclosed as non-current liabilities 
held for sale  (1.9)  (16.0)  -  - 

Cash utilised in operations  (324.5)  (899.1)  (223.1)  (816.4)

1	 Refer note 3
2	 Refer note 8
3	 Refer note 14
4	 Refer note 4



135

NOTES TO THE GROUP ANNUAL F INANCIAL STATEMENTS (CONTINUED)

SECTION  15

DENEL >> Global Supplier of World-class Products >> Annual Report 2008

Group Company
2008 2007 2008 2007

R million R million R million R million

28 Notes to the cash flow statement (continued)

28.2 Disposal of divisions to subsidiaries

Property, plant and equipment  15.1  19.4 
Intangible assets  0.9  - 
Investments in subsidiaries  0.4  - 
Inventories  110.4  289.2 
Trade and other receivables  128.5  245.0 
Derivative financial assets  1.6  2.1 
Trade and other payables  (57.7)  (123.6)
Derivative financial liabilities  (1.6)  (3.8)
Interest bearing borrowings  -  - 
Advance payments received  (135.0)  (48.6)
Provisions  (18.3)  (218.3)
Group share of net assets disposed  44.3  161.4 
Cash and cash equivalents  35.1  1.1 
Profit on disposal  -  - 
Total sale consideration  79.4  162.5 
Non-cash payment received  (62.5)  (162.5)

Share investment  (62.5)  - 
Loans  -  (162.5)

Cash flow on disposal  16.9  - 

28.3 External disposal of entities

Property, plant and equipment  15.5  -  2.5  - 
Inventories  6.6  -  2.7  - 
Trade and other receivables  6.0  -  -  - 
Trade and other payables  (1.2)  -  (0.1)  - 
Interest bearing borrowings  -  -  -  - 
Provisions  (1.2)  -  (0.5)  - 
Net investments in subsidiaries  -  -  21.1  - 
Group share of net assets disposed  25.7  -  25.7  - 
Cash and cash equivalents  -  -  -  - 
Profit on disposal  2.1  -  2.1  - 
Total sale consideration  27.8  -  27.8  - 

Cash flow on disposal  27.8  -  27.8  - 
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28 Notes to the cash flow statement (continued)

28.4 Subsidiary disposed due to dilution of share holding

Property, plant and equipment  7.6  - 
Intangible assets  0.8  - 
Inventories  105.6  - 
Trade and other receivables  71.1  - 
Derivative financial assets  2.2  - 
Trade and other payables  (66.6)  - 
Derivative financial liabilities  (2.0)  - 
Advance payments received  (129.1)  - 
Provisions  (15.4)  - 

 (25.8)  - 
Cash and cash equivalents  213.0  - 
Group share of net assets disposed  187.2  - 
Loss on disposal  (131.8)  - 
Investment in associated companies  (55.4)  - 
Cash flow on disposal  -  - 

29 Capital commitments

Approved and contracted for  113.8  88.4  40.6  49.8 
Land and buildings  2.2  18.8  2.2  18.8 
Property, plant and equipment  107.8  62.8  34.6  24.2 
Vehicles and office furniture  0.5  2.3  0.5  2.3 
Computer equipment  3.3  4.5  3.3  4.5 

Approved but not contracted for  0.3  43.0  0.3  43.0 
Land and buildings  -  5.0  -  5.0 
Property, plant and equipment  0.2  20.3  0.2  20.3 
Vehicles and office furniture  -  2.3  -  2.3 
Computer equipment  0.1  15.4  0.1  15.4 

 114.1  131.4  40.9  92.8 

No specific financing arrangement for capital expenditure will be done as these will be financed from available funds, share capital 
and interest bearing borrowings.  All expenditure will be incurred in the next financial year..
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30 Non-cancellable leases

Operating leases

2008

Less than one year  63.9  1.3  0.8  1.3  67.3 
Between one and five years  251.0  3.0  0.8  2.6  257.4 
More than five years  -  -  -  -  - 

 314.9  4.3  1.6  3.9  324.7 

2007

Less than one year  0.5  0.4  -  1.6  2.5 
Between one and five years  -  1.4  0.2  6.5  8.1 

 0.5  1.8  0.2  8.1  10.6 

The Group and the Company has certain property, plant and equipment held under operating leases. Some of the lease agreements 
provide for minimum annual lease payments which are due as above.

31 Related parties

Related party transactions are disclosed in terms of the requirements of the relevant standard.  The materiality has been considered 
in the disclosure of these transactions.  Amounts smaller than R 0.1 million have not been included in the table below.

National Government and state controlled entities
Denel (Pty) Ltd is fully controlled by its sole shareholder,  the Government, represented by the DPE.

The Group operates in an economic environment currently dominated by entities directly or indirectly owned by the Government.  
As a result of the constitutional independence of all three spheres of Government, only parties within the national sphere of 
Government will be considered to be related parties.  The list of public entities in the national sphere of Government was provided 
by the National Treasury.

Post-employment benefit plans
Other related parties also consist of post retirement benefit plans (refer note 34).

Key management personnel
Key management is defined as individuals with the authority and responsibility for planning, directing and controlling the activities 
of the entity.  All individuals who are members of the Denel Executive Committee up to the Board of Directors are regarded as 
key management.

Close family members of key management personnel are considered to be those family members who may influence, or be influ-
enced by key management in their dealings with the entity.  There are no material transactions other than the directors’ emoluments 
detailed in the Directors’ Report.

Entities within the Group
Denel (Pty) Ltd is the ultimate parent company of the Group. The Company advanced loans to these entities in the Group during 
the current and previous year as part of the financing plan. Other transactions within the Group were on commercial terms and 
conditions.
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31 Related parties (continued)

The following transactions were carried out:

Group

2008

Purchases of goods  94.9  23.2  -  14.0  22.2 
Sale of goods  1,369.0  8.3  -  30.1  22.8 
Services rendered  333.1  2.2  -  4.7  42.8 
Services received  19.1  26.7  -  22.8  37.1 
Leases  0.1  40.9  -  7.1  - 
Sale of properties and other assets  -  606.0  -  -  - 
Purchases of properties and other assets  -  0.4  -  -  - 
Provision of guarantees  543.6  48.7  -  106.3  - 
Settlement of liabilities on behalf of the entity  3.8  -  -  -  - 
Interest received  -  2.1  -  3.8  - 
Interest paid  0.1  -  -  10.4  - 
Outstanding balances payable  4.2  0.3  -  106.8  67.1 
Outstanding balances receivable  197.7  22.2  -  32.1  23.7 
Advance payments received  570.6  -  -  -  - 
Doubtful debt allowances  3.5  -  -  0.1  - 

2007

Purchases of goods  62.8  6.0  -  35.6  7.9 
Sale of goods  770.8  27.4  -  8.3  0.1 
Services rendered  337.8  12.0  -  1.5  10.1 
Services received  28.1  30.2  -  17.8  - 
Provision of guarantees  229.8  4.6  -  10.0  - 
Interest received  -  2.6  -  3.2  - 
Outstanding balances payable  47.7  1.4  -  4.0  0.4 
Outstanding balances receivable  198.3  30.2  -  38.7  - 
Advance payments received  216.7  -  -  -  - 
Doubtful debt allowances  7.5  -  -  0.7  - 
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31 Related parties (continued)

Company

2008

Purchases of goods  86.9  22.7  157.9  14.0  2.3 
Sale of goods  1,115.4  8.3  27.0  30.1  - 
Services rendered  130.3  2.2  3.8  1.8  - 
Services received  16.4  26.0  45.3  22.0  8.9 
Leases  0.1  40.9  15.7  -  - 
Sale of properties and other assets  0.1  492.0  -  -  - 
Purchases of properties and other assets  -  0.4  -  7.8  - 
Provision of guarantees  543.6  48.7  7.8  106.3  - 
Settlement of liabilities on behalf of the entity  3.8  -  -  -  - 
Interest received  -  2.1  3.3  3.8  - 
Interest paid  -  -  44.6  10.4  - 
Outstanding balances payable  2.2  0.3  384.7  106.2  4.9 
Outstanding balances receivable  193.5  22.2  212.5  30.0  - 
Advance payments received  569.4  -  -  -  - 
Doubtful debt allowances  3.5  -  -  -  - 

2007

Purchases of goods  47.8  5.4  174.8  35.6  7.9 
Sale of goods  769.6  26.9  27.0  8.3  0.1 
Services rendered  155.5  4.7  6.8  -  10.1 
Services received  26.4  22.5  139.2  17.8  - 
Leases  -  -  4.6  -  - 
Provision of guarantees  229.8  4.6  0.7  10.0  - 
Interest received  -  2.5  21.4  3.2  - 
Interest paid  -  -  16.5  -  - 
Outstanding balances payable  25.3  1.1  243.8  3.9  0.4 
Outstanding balances receivable  125.2  30.1  737.5  33.7  - 
Advance payments received  194.3  -  -  -  - 
Doubtful debt allowances  7.5  -  -  -  - 
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31 Related parties (continued)

Compensation paid to key management personnel
	 Short-term employee benefits  27.9  22.0  22.9  22.0 
	 Post-employee benefits  1.5  1.6  1.5  1.6 
	 Termination benefits  2.1  2.0  2.1  2.0 

 31.5  25.6  26.5  25.6 

32 Financial risk management

The Group is exposed to various financial risks due to the nature and diversity of the activities performed by the Group and the use 
of various financial instruments.  These risks include:

•	 Credit risk
• 	 Liquidity risk
• 	 Market risk

Information about the Group's exposure to each of the above risks, its objectives, policies and processes for measuring and managing 
these risks are included in this note. The Group's management of capital is also discussed. Further quantitative disclosures are included 
throughout the group annual financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk management framework. 
The Board has delegated its responsibility to the Group Audit and Risk Committee, which is responsible for the development and 
monitoring of the Group's risk management policies. The committee reports three times a year and regularly reports to the Board 
on its activities. The Group's risk management policies are established to identify and analyse the risks faced by the Group, to set 
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed 
regularly to reflect changes in market conditions and the Group's activities.

The roles and responsibilities of the Group Audit and Risk Committee include: 

• 	 Approval of all counter parties;
• 	 Approval of new instruments;
• 	 Approval of foreign exchange transaction company policy;
• 	 Approval of the investment policy;
• 	 Approval of Corporate Treasury policy and procedure manual; and
•	 Approval of long-term funding requirements.

The Group Audit and Risk Committee is assisted in its oversight role by Internal Audit, which undertakes regular and ad-hoc reviews of 
risk management  controls and procedures, the results of which are reported to the Group Audit and Risk Committee. The committee 
appointed an external independent treasury expert in assisting the committee in overseeing treasury operations.
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32 Financial risk management (continued)

32.1 Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its 
contractual obligations. This risk arises principally from the Group’s receivables from customers (loans receivable, trade and sundry 
receivables) and its centralised treasury activities (derivative financial instruments and cash and cash equivalents).

Receivables from customers
The Group Audit and Risk Committee and the Board has an established a policy for the management of credit risk arising on 
receivables from customers. Under this policy, the creditworthiness of potential and existing customers is assessed prior to 
contracting with new or existing customers. Divisions and subsidiaries are required to review the following before entering into 
a contract or submitting a proposal to a potential client:

• 	 The potential client’s compliance with statutory and regulatory conditions;
•	  The political risk of the potential client’s country;
• 	 The previous business records that the existing client had with entities within the Group (includes but is not limited to 

payment history);
• 	 The most recent credit rating of the country the potential customer operates in from the Group’s Treasury Department. 

Countries are graded by major international banks and these gradings are published on a regular basis. The Group uses the 
international publication, ‘Institutional Investor’, as a basis for its country risk assessments; and

• 	 Whether finance is available to the potential client.

Certain entities within the Group also require potential customers to first be rated by a credit agency prior to entering into a 
supply contract with them.

The policy further requires that for specifically identified contracts, the contractual terms must provide for the retention of 
ownership over goods until full and final payment has been received.  Additionally, security for payment must also be contractually 
stipulated.  Security usually takes the form of irrevocable Letters of Credit, bank guarantees (from first class international banks 
in acceptable countries), bonds, promissory notes and credit insurance.  In the case of high risk clients who are unable to provide 
security over future payments, the Group may transact with them only on a pre-payment basis.

Overdue amounts are individually assessed and if it is evident that an amount will not be recovered, it is impaired and legal action 
is instituted to recover the amounts.

Financial instruments managed by the Group’s Treasury Department
The Group Audit and Risk Committee of the Board oversees the Group’s treasury operations and has an established policy for 
the management of credit risk arising from treasury activities. Counter parties are assessed based on their official Fitch Ratings. 
Counterparties are approved by the Group Audit and Risk Committee and any rating agency publications and financial news 
regarding counterparties are regularly monitored by the Treasury Department.  The Group limits its exposure by spreading 
investments over the approved counterparties, as well as by investing with counterparties, usually banks, with Fitch Ratings’ F1 and 
F1+ short-term ratings,  AA long-term ratings and a minimum of R 1 billion in capital.  Treasury is allowed to invest 20.0% of its 
portfolio with a counterparty that is F1+ rated and 15.0% with a counterparty that is F1 rated.  Annual counterparty limits per 
bank facility are negotiated with each bank and is approved by the CEO.
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32 Financial risk management (continued)

32.1 Credit risk (continued)

Credit exposure and concentrations of 
credit risk

The carrying amount of financial assets 
represents the maximum credit exposure 
at the reporting date. The following table 
represents the Group’s concentrations of 
risk for all non-derivative financial assets:

Group

Trade receivables  264.8 443.3 708.1 295.6 416.6 712.2
	 Government and related entities 194.0  311.7 505.7  212.2 207.2 419.4
	 Non-government entities 70.8 131.6 202.4 83.4 209.4 292.8

Sundry receivables  32.9  0.2  33.1 31.2  1.8 33.0
	 Government and related entities  18.7  -  18.7 18.1  - 18.1
	 Non-government entities  14.2  0.2  14.4 13.1  1.8 14.9

Interest receivable (non-government)  5.9  -  5.9  1.4  -  1.4 

Loans receivable (non-government)  22.5  -  22.5  29.6  -  29.6 
	 Non-current  14.5  -  14.5  22.5  -  22.5 
	 Current  8.0  -  8.0  7.1  -  7.1 

Carrying amount 326.1 443.5 769.6 357.8 418.4 776.2

Company

Trade receivables 250.9 353.2 604.1 277.7 387.7 665.4
	 Government and related entities  190.2  286.4 476.6  212.2 207.2 419.4
	 Non-government entities 60.7 66.8 127.5 65.5  180.5 246.0

Sundry receivables  23.7  -  23.7 16.7  1.8  18.5 
	 Government and related entities  11.1  -  11.1  5.8  -  5.8 
	 Non-government entities  12.6  -  12.6 10.9  1.8 12.7

Interest receivable (non-government)  5.9  -  5.9  1.4  -  1.4 

Loans receivable (non-government)  22.5  -  22.5  29.6  -  29.6 
	 Non-current  14.5  -  14.5  22.5  -  22.5 
	 Current  8.0  -  8.0  7.1  -  7.1 

Carrying amount 303.0 353.2 656.2 325.4 389.5 714.9



143

NOTES TO THE GROUP ANNUAL F INANCIAL STATEMENTS (CONTINUED)

SECTION  15

DENEL >> Global Supplier of World-class Products >> Annual Report 2008

2008 2007
Receivables 
not impaired

Receivables 
impaired Impairment

Carrying 
amount

Receivables 
not impaired

Receivables 
impaired Impairment

Carrying 
amount
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32 Financial risk management 
(continued)

32.1 Credit risk (continued)

Credit exposure and 
concentrations of credit 
risk (continued)

Ageing
The ageing of financial 
assets at the reporting 
date is included below. The 
ageing categories include:

Group

Trade receivables  707.6  96.2  (95.7)  708.1  705.1  81.6  (74.5)  712.2 
Not past due  492.8  -   -   492.8  459.0  -   -   459.0 
Not past due, but impaired  -   40.7  (40.7)  -   -   1.5  -   1.5 
Past due
	 Less than 30 days  121.2  0.1  (0.1)  121.2  92.3  -   -   92.3 
	 30 to 60 days  22.4  0.1  (0.1)  22.4  56.1  -   -   56.1 
	 61 to 90 days  17.7  0.1  -   17.8  48.4  10.1  (10.1)  48.4 
	 More than 90 days  53.5  55.2  (54.8)  53.9  49.3  70.0  (64.4)  54.9 

Other receivables  33.1  -   -   33.1  32.4  2.5  (1.9)  33.0 
Not past due, not impaired  25.4  -   -   25.4  20.0  -   -   20.0 
Not past due, but impaired  -   -   -   -   -   -   -   -  
Past due
	 Less than 30 days  7.1  -   -   7.1  12.3  -   -   12.3 
	 30 to 60 days  -   -   -   -   -   -   -   -  
	 61 to 90 days  -   -   -   -   0.1  2.5  (1.9)  0.7 
	 More than 90 days  0.6  -   -   0.6  -   -   -   -  

Interest accrued  5.9  -   -   5.9  1.4  -   -   1.4 
Not past due, not impaired  5.9  -   -   5.9  1.4  -   -   1.4 

Loans receivable  22.5  -   -   22.5  29.6  -   -   29.6 
Not past due, not impaired
Current portion  8.0  -   -   8.0  7.1  -   -   7.1 
Non-current portion  14.5  -   -   14.5  22.5  -   -   22.5 

 769.1  96.2  (95.7)  769.6  768.5  84.1  (76.4)  776.2 
Less: Disclosed as non-
current assests held for sale  (7.0)  (0.1)  0.1  (7.0)  (10.8)  (1.6)  1.6  (10.8)

 762.1  96.1  (95.6)  762.6  757.7  82.5  (74.8)  765.4 
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R million R million R million R million R million R million R million R million

32 Financial risk management 
(continued)

32.1 Credit risk (continued)

Credit exposure and 
concentrations of credit 
risk (continued)

Company

Trade receivables  604.1  92.4  (92.4)  604.1  658.3  75.1  (68.0)  665.4 
Not past due  441.2  -   -   441.2  438.9  -   -   438.9 
Not past due, but impaired  -   40.7  (40.7)  -   -   1.5  -   1.5 
Past due
	 Less than 30 days  112.0  0.1  (0.1)  112.0  92.1  -   -   92.1 
	 30 to 60 days  12.5  0.1  (0.1)  12.5  48.7  -   -   48.7 
	 61 to 90 days  11.9  0.1  (0.1)  11.9  35.3  10.1  (10.1)  35.3 
	 More than 90 days  26.5  51.4  (51.4)  26.5  43.3  63.5  (57.9)  48.9 

Other receivables  23.7  -   -   23.7  17.8  2.6  (1.9)  18.5 
Not past due, not impaired  23.2  -   -   23.2  16.1  -   -   16.1 
Not past due, but impaired  -   -   -   -   -   -   -   -  
Past due
	 Less than 30 days  -   -   -   -   1.6  -   -   1.6 
	 30 to 60 days  -   -   -   -   -   -   -   -  
	 61 to 90 days  -   -   -   -   -   2.6  (1.9)  0.7 
	 More than 90 days  0.5  -   -   0.5  0.1  -   -   0.1 

Interest accrued  5.9  -   -   5.9  1.4  -   -   1.4 
Not past due, not impaired  5.9  -   -   5.9  1.4  -   -   1.4 

Loans receivable  22.5  -   -   22.5  29.6  -   -   29.6 
Not past due, not impaired
	 Current portion  8.0  -   -   8.0  7.1  -   -   7.1 
	 Non-current portion  14.5  -   -   14.5  22.5  -   -   22.5 

 656.2  92.4  (92.4)  656.2  707.1  77.7  (69.9)  714.9 
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32 Financial risk management (continued)

32.1 Credit risk (continued)

Security held over non-derivative financial assets
Irrevocable confirmed Letters of Credit
Confirmed by local bank  67.6  28.0  67.6  28.0 
Confirmed by foreign bank  12.2  -  12.2  - 

Unconfirmed Letters of Credit  3.2  36.9  3.2  36.9 
Credit insurance cover  1.3  1.8  1.3  1.8 

 84.3  66.7  84.3  66.7 

32.2 Liquidity risk

The centralised treasury manages the liquidity structure of the 
Group’s assets, liabilities and commitments so as to ensure that 
cash flows are sufficiently balanced within the Group as a whole. 
Updated cash flow information and projections of future cash 
flows are received from divisions and subsidiaries on a daily, 
weekly and monthly basis (depending on the type of funding 
required). Measures have been introduced to ensure that the 
cash flow information received is accurate and complete.

Surplus funds are deposited in liquid assets (i.e. negotiable 
certificates of deposits and call deposits) (refer note 21).

Undrawn credit facilities
General banking facilities  668.0  954.0  668.0  954.0 

The general banking facilities are unsecured, bear interest at a rate linked to prime, have no specific maturity date and are subject to 
annual reviews. The facilities are in place to issue Letters of Credit, bank guarantees and ensure liquidity.
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Contractual undiscounted cash flows

Carrying 
amount

Total cash 
flow

Less than  
3 months

 Between 
3 and 12 
months 

Between  
1 and 5 
years

More than 
5 years

R million R million R million R million R million R million

32 Financial risk management 	
(continued)

32.2 Liquidity risk (continued)

Exposure to liquidity risk

The following are the contractual 
maturities of financial liabilities, 
including interest payments and 
excluding the impact of netting 
agreements:

Group

2008

Interest bearing borrowings  150.1  159.6  150.6  0.9  8.1  -  
Loans from associated companies  84.1  84.1  84.1  -   -   -  
Trade and other payables  727.4  727.4  611.2  116.2  -  
Derivative financial liabilities  163.8  163.7  29.7  112.3  21.7  -  

 1,125.4  1,134.8  875.6  229.4  29.8  -  

2007

Interest bearing borrowings  834.0  841.9  4.7  828.4  8.8  -  
Trade and other payables  566.5  542.9  421.8  121.1  -   -  
Derivative financial liabilities  73.4  73.6  9.3  52.4  11.9  -  

 1,473.9  1,458.4  435.8  1,001.9  20.7  -  

Company

2008

Interest bearing borrowings  150.1  152.4  150.6  0.9  0.9  -  
Loans from associated companies  84.1  84.1  84.1  -   -   -  
Trade and other payables  555.4  555.4  443.4  112.0  -   -  
Derivative financial liabilities  161.1  161.0  46.7  92.6  21.7  -  

 950.7  952.9  724.8  205.5  22.6  -  

2007

Interest bearing borrowings  833.5  834.2  4.3  828.3  1.6  -  
Trade and other payables  463.3  439.7  320.0  119.7  -   -  
Derivative financial liabilities  73.3  73.4  9.2  52.3  11.9  -  

 1,370.1  1,347.3  333.5  1,000.3  13.5  -  
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32 Financial risk management (continued)

32.3 Market risk

Market risk is the risk that movements in market risk factors, including foreign exchange rates, interest rates and commodity 
prices will affect the Group's revenue and operational costs, as well as the value of its holdings of financial instruments. The 
objective of the Group’s market risk management policy is to manage and control market risk exposures to minimise the impact 
of adverse market movements with respect to revenue protection and to optimise the funding of the business operations.

Divisions and subsidiaries
The divisions and subsidiaries are responsible for the preparation and presentation of market risk information as it affects the 
relevant entity.  Information will be submitted to treasury where it is monitored and further analysed to be used in the decision 
making process. In certain instances, an entity will prepare and use market risk information for its own purposes.

Treasury
Treasury is responsible for reporting to the Group Audit and Risk Committee on market risk elements on a quarterly basis.  
The report submitted includes important positional and hedge information on currency, interest rate and commodities and 
is used by the committee to determine the market risk strategy going forward. In addition, key market risk information is 
reported to the Chief Financial Officer and Executive Committee on a weekly and monthly basis respectively. 

A significant element of the market risk encountered arises from financial instruments that are managed centrally within the 
treasury function of the Group.  These include more complex instruments used for hedging purposes.

Interest rate risk
Interest rate risk arises due to adverse movements in domestic and foreign interest rates. The Group is primarily exposed 
to downward interest rate movements on floating investments purchased and to the interest rate risk in repricing forward 
exchange contracts. There is no other exposure to fair value interest rate risk as all fixed rate financial instruments are 
measured at amortised cost.

The Group Audit and Risk Committee determines the interest rate risk strategy based on economic expectations and 
reports received from treasury.  Treasury monitors interest rates on a daily basis and the policy is to maintain short-term cash 
surpluses at floating rates of interest. Interest rate and funding transactions are governed by the authorised Group’s Treasury 
Department’s procedures manual.
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32 Financial risk management (continued)

32.3  Market risk (continued)

At the reporting date the interest rate profile of the Group’s 
interest bearing financial instruments was as follows:

 Fixed rate instruments
Denel Corporate Bond (DEN1)  -   824.5  -   824.5 
Commercial paper  148.6  -   148.6  -  
Finance leases  2.3  9.2  2.3  9.0 
Loans receivable  22.5  29.6  22.5  29.6 

Variable rate instruments
Cash and cash equivalents  969.4  340.0  903.4  286.5 

Fair value sensitivity analysis for fixed rate instruments
The Group does not account for any fixed rate financial 
assets and liabilities at fair value through profit and loss, 
therefore, a change in interest rates at the reporting date 
would not affect profit or loss.

Cash flow sensitivity analysis for variable rate 
instruments
A change of 50 basis points in interest rates at the 
reporting date would have increased/ (decreased) profit 
or loss by the amounts shown below. This assumes that 
all other variables remain constant.  The impact on the 
Group’s equity is equal to the impact on the profit or loss.

Cash and cash equivalents  4.5  1.5  4.5  1.5 

Net effect on profit or loss is equal but opposite for a 50 basis points increase on the financial instruments listed above.

Currency risk
Currency risk arises from the movement in foreign exchange rates. The Group's currency exposures result primarily from 
the import of raw materials, foreign sales of goods and services, as well as foreign bank account holdings. Foreign exchange 
embedded derivatives are recognised when the Group has entered into contracts denominated in foreign currencies, which are 
neither the measurement currencies of parties to the contract, nor the currencies in which those commodities are routinely 
traded in international commerce. No speculating in foreign currency is allowed within the Group. 

The Group’s Treasury Department is responsible for the hedging of foreign currency exposure in terms of information received 
from the divisions and subsidiaries. Currency exposures are hedged based on an 18 month rolling period, which requires 
any currency exposure forecast for the next 18 months to be covered.  Hedging instruments consists of forward exchange 
contracts and, to a limited extent, currency options. Revaluations of hedged positions are performed on a daily basis to check 
that these are in line with the underlying Foreign Exchange Policy. The hedging instrument is entered into once the exposure 
is firm and ascertainable i.e. there is an underlying contract in place. Currency exposures are reported to the Chief Financial 
Officer on a weekly basis and to the Executive Committee on a monthly basis. 
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32 Financial risk management (continued)

32.3 Market risk (continued)

Bank accounts of foreign offices are not hedged. Proceeds received from export contracts that would be used to pay foreign 
suppliers on the same contract are also not hedged.  Amounts in the foreign bank accounts representing proceeds received and 
awaiting conversion to Rand are hedged by foreign currency derivatives.

The Group's exposure to currency risk was as follows based on the notional amounts:

2008 2007
US Dollar

 (USD)
Euro
(EUR)

Sterling
(GBP)

US Dollar
 (USD)

Euro
(EUR)

Sterling
(GBP)

million million million million million million

Group

Assets  82.7  24.8  -   125.0  5.9  3.0 
Trade receivables  17.3  13.4  -  27.4  4.0  3.0 

Controlled Foreign Currency  
accounts (CFC)  0.2  -  -  1.4  0.4  - 
Embedded derivatives (exports)  65.2  11.4  -  96.2  1.5  - 

Liabilities  (4.0)  (4.1)  (0.2)  (2.9)  (0.1)  (0.1)
Trade payables  -  -  -  (0.1)  (0.1)  (0.1)
Embedded derivatives (imports)  (4.0)  (4.1)  (0.2)  (2.8)  -  - 

Gross balance sheet exposure  78.7  20.7  (0.2)  122.1  5.8  2.9 
Estimated forecast sales  27.8  6.4  32.1  13.3  12.1  25.7 
Estimated forecast purchases  (1.7)  (6.1)  (0.6)  (4.3)  (6.3)  (0.3)
Gross  exposure  104.8  21.0  31.3  131.1  11.6  28.3 
Forward Exchange Contracts

Exports  (66.8)  (18.9)  (33.4)  (99.3)  (32.8)  (26.1)
Imports  1.9  10.2  1.0  2.2  5.3  0.2 

Foreign Currency Options (Zero 
Cost Collars)

Exports  (7.4)  (1.9)  -   -   -   -  
Net exposure  32.5  10.4  (1.1)  34.0  (15.9)  2.4 
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2008 2007
US Dollar

 (USD)
Euro
(EUR)

Sterling
(GBP)

US Dollar
 (USD)

Euro
(EUR)

Sterling
(GBP)

million million million million million million

32 Financial risk management (continued)

Company

Assets  79.0  24.8  -   125.0  5.9  3.0 
Trade receivables  13.6  13.4  -  27.4  4.0  3.0 
Controlled Foreign Currency  
accounts (CFC)  0.2  -  -  1.4  0.4  - 
Embedded derivatives (exports)  65.2  11.4  -  96.2  1.5  - 

Liabilities  (4.0)  (4.1)  (0.2)  (2.9)  (0.1)  (0.1)
Trade payables  -  -  -  (0.1)  (0.1)  (0.1)
Embedded derivatives (imports)  (4.0)  (4.1)  (0.2)  (2.8)  -  - 

Gross balance sheet exposure  75.0  20.7  (0.2)  122.1  5.8  2.9 
Estimated forecast sales  17.8  0.8  32.1  11.7  6.4  25.7 
Estimated forecast purchases  0.7  0.5  0.3  (3.3)  (2.3)  (0.3)
Gross  exposure  93.5  22.0  32.2  130.5  9.9  28.3 
Forward Exchange Contracts

Exports  (56.8)  (13.3)  (33.4)  (97.8)  (27.1)  (25.7)
Imports  (0.5)  3.6  -   1.1  1.4  0.1 

Foreign Currency Options (Zero Cost 
Collars)

Exports  (7.4)  (1.9)  -   -   -   -  

Net exposure  28.8  10.4  (1.2)  33.8  (15.8)  2.7 

A 5.0% strengthening of the Rand against 
the following currencies at 31 March would 
have increased/ (decreased) profit or loss 
by the following amounts:

Group  9.8  (0.5)  (1.0)  4.1  (1.9)  (3.3)

Company  11.7  (0.5)  (1.0) 4.5  (1.9)  (3.0)

A 5.0% weakening of the Rand against the above currencies at 31 March would have had an equal but opposite effect on the above 
currencies to the amounts shown above, on the basis that all other variables remain constant.  The impact on the Group’s equity is 
equal to the impact on the profit or loss.
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2008 2007
Foreign 
currency 
notional

Local  
currency Fair value 

Foreign 
currency 
notional

Local  
currency Fair value 

million R million R million million R million R million

32 Financial risk management (continued)

32.3 Market risk (continued)

Foreign currency derivatives

The fair value of foreign currency 
derivatives are disclosed in note 20

The following foreign exchange 
contracts existed at 31 March:

Purchase contracts
US Dollar (USD)  11.9  78.0  79.7  6.5  48.4  48.0 
Euro (EUR)  5.0  53.0  53.7  8.0  76.6  78.6 
Sterling (GBP)  0.7  11.6  11.9  2.4  34.3  34.6 
Singapore Dollar (SGD)  0.1  0.7  0.9  -  -  - 
Other     7.6  9.9     2.4  2.3 

 150.9  156.1  161.7  163.5 

Sales contracts
US Dollar (USD)  78.5  614.7  656.4  161.8  1,084.8  972.5 
Euro (EUR)  15.3  155.7  161.8  33.2  306.6  324.7 
Sterling (GBP)  33.4  500.8  561.1  26.2  377.8  325.1 
Singapore Dollar (SGD)  5.1  29.4  30.7  6.8  27.4  24.2 
Australian Dollar (AUD)  -  -  -  3.4  19.7  20.4 
Other     1.6  2.1     2.4  2.3 

 1,302.2  1,412.1  1,818.7  1,669.2 

The following foreign exchange 
options existed at 31 March:

Sales contracts
Euro (EUR)  -  -  -  0.7  6.1  6.1 

    -  -     6.1  6.1 
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2008 2007
Foreign currency notional amount Foreign currency notional amount

Million Million Million Million Million Million Million Million

1 Year 2 Years 3 - 5 Years Total 1 Year 2 Years 3 - 5 Years Total

32 Financial risk management (continued)

32.3 Market risk (continued)

Maturity table

Foreign exchange contracts

Purchase contracts
US Dollar (USD)  6.7  2.6  2.6  11.9  6.5  -  -  6.5 
Euro (EUR)  5.0  -  -  5.0  7.3  0.7  -  8.0 
Sterling (GBP)  0.7  -  -  0.7  2.4  -  -  2.4 
Singapore Dollar (SGD)  0.1  -  -  0.1  -  -  -  - 

Sales contracts
US Dollar (USD)  72.8  5.7  -  78.5  143.7  18.1  -  161.8 
Euro (EUR)  15.3  -  -  15.3  24.6  8.6  -  33.2 
Sterling (GBP)  33.4  -  -  33.4  26.2  -  -  26.2 
Singapore Dollar (SGD)  5.1  -  -  5.1  6.8  -  -  6.8 
Australian Dollar (AUD)  -  -  -  -  3.4  -  -  3.4 

Foreign exchange options

Sales contracts
Euro (EUR)  -  -  -  -  0.7  -  -  0.7 

Foreign exchange and embedded derivatives
Contracts (imports and exports) denominated in a foreign currency, which is neither the measurement currency of any party to 
the contract nor the currency in which the commodity is routinely traded in international commerce, contains a foreign exchange 
embedded derivative (to sell or buy the equivalent amount of foreign currency), is separated and accounted for at fair value even 
though the contract is not recognised.

2008 2007
Foreign 
currency 
notional 
amount

Local  
currency Fair value 

Foreign 
currency 
notional 
amount

Local  
currency Fair value 

million R million R million million R million R million

Foreign currencies

Export transactions
US Dollar (USD)  45.5  271.4  279.5  82.1  554.5  529.4 
Euro (EUR)  1.5  15.3  20.1  1.5  14.1  14.6 

 286.7  299.6  568.6  544.0 

Import transactions
US Dollar (USD)  5.0  42.0  43.7  2.7  24.4  20.1 
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32 Financial risk management 
(continued)

32.3 Market risk (continued)

Maturity table

Export transactions
US Dollar (USD)  38.1  6.1  1.3  45.5  37.5  44.1  0.5  82.1 
Euro (EUR)  1.5  -  -  1.5  1.5  -  -  1.5 

Import transactions
US Dollar (USD)  4.3  0.7  -  5.0  2.1  0.5  0.1  2.7 

Commodity risk
Commodity risk arises from the movement in commodity prices.  The Group purchases mainly two commodities as raw material, 
i.e. copper and zinc. The risk is managed by hedging the purchase price using commodity swap contracts.  No transactions of a 
speculative nature are entered into.

Commodity swap derivatives
The fair value of the commodity swap derivatives are disclosed in note 20.

2008 2007
Local  

currency Fair value 
Local  

currency Fair value 
Units in tons R million R million Units in tons R million R million

The following commodity 
swap contracts existed at 
31 March:

Copper swaps  2,488  123.9  171.5  3,105  148.1  144.5 
Zinc swaps  1,051  22.2  21.2  1,350  30.6  32.7 

 146.1  192.7  178.7  177.2 
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2008 2007
Units in tons Units in tons

1 Year 2 Years 3 - 5 Years Total 1 Year 2 Years 3 - 5 Years Total

32 Financial risk management 
(continued)

32.3 Market risk (continued)

Maturity table

Copper swaps  1,749  739.0  -  2,488  1,313  1,088  704  3,105 
Zinc swaps  765  286.0  -  1,051  600  475  275  1,350 

Loans and 
receivables

Liabilities at 
amortised 

cost
Held for 
trading

Carrying 
amount Fair value

Notes R million R million R million R million R million

32.4 Fair value of financial assets and 
liabilities

The categorisation of each class of 
financial asset and liability, including 
their fair values, are included below:

Group

2008

Financial assets
Loans receivable 15   22.5  -  -   22.5   24.6 
Associated companies: Loans receivable 14   24.7  -  -   24.7   24.7 
Trade and other receivables 18   747.1  -  -   747.1   747.1 
Derivative financial assets 20.1   148.7 148.7   148.7 
Cash and cash equivalents 21   969.4  -  -   969.4   969.4 

Financial liabilities
Interest bearing borrowings 24  -  (158.1)  -  (158.1)  (158.1)
Associated companies: Borrowings 24  (84.1)  (84.1)  (84.1)
Trade and other payables 26  -  (727.4)  -   727.4)  (727.4)
Derivative financial liabilities 20.2  -  -  (184.7)  (184.7)  (184.7)

 1,763.7  (969.6)  (36.0) 758.1 760.2
Less: Disclosed as held for sale  (15.2)   12.4  -  (2.8)  (2.8)

 1,748.5  (957.2)  (36.0) 755.3 757.4
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Loans and 
receivables

Liabilities at 
amortised 

cost
Held for 
trading

Carrying 
amount Fair value

Notes R million R million R million R million R million

32 Financial risk management (continued)

32.4 Fair value of financial assets and  
liabilities (continued)

Group (continued)

2007

Financial assets
Loans receivable 15   29.6  -  -   29.6   33.5 
Associated companies: Loans receivable 14   30.6  -  -   30.6   30.6 
Trade and other receivables 18   746.6  -  -   746.6   746.6 
Derivative financial assets 20.1  -  - 47.9 47.9 47.9
Cash and cash equivalents 21   340.0  -  -   340.0   340.0 

Financial liabilities
Interest bearing borrowings 24  -  (841.2)  -  (841.2)  (857.7)
Trade and other payables 26  -  (566.5)  -  (566.5)  (566.5)
Derivative financial liabilities 20.2  -  -  (116.4)  (116.4)  (116.4)

 1,146.8  (1,407.7)  (68.5)  (329.4)  (342.0)
Less: Disclosed as held for sale  (16.9)   11.6  -  (5.3)  (5.3)

 1,129.9  (1,396.1)  (68.5)  (334.7)  (347.3)

Company

2008

Financial assets
Loans receivable 15   22.5  -  -   22.5   24.6 
Associated companies: Loans receivable 14   24.7  -  -   24.7   24.7 
Subsidiaries: Loans receivable   22.5  -  -   22.5   22.5 
Trade and other receivables 18   641.4  -  -   641.4   641.4 
Derivative financial assets 20.1  -  - 135.8 135.8 135.8
Cash and cash equivalents 21   903.4  -   903.4   903.4 

Financial liabilities
Interest bearing borrowings 24  -  (150.9)  -  (150.9)  (150.9)
Associated companies: Borrowings 24  -  (84.1)  -  (84.1)  (84.1)
Trade and other payables 26  -  (555.4)  -  (555.4)  (555.4)
Subsidiaries: Borrowings  -  (377.9)  -  (377.9)  (377.9)
Derivative financial liabilities 20.2  -  -  (182.0)  (182.0)  (182.0)

 1,614.5  (1,168.3)  (46.2) 400.0 402.1
Less: Disclosed as held for sale  -  -  -  -  - 

 1,614.5  (1,168.3)   (46.2) 400.0 402.1
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Loans and 
receivables

Liabilities at 
amortised 

cost
Held for 
trading

Carrying 
amount Fair value

Notes R million R million R million R million R million
32 Financial risk management (continued)

32.4 Fair value of financial assets and 
liabilities (continued)

Company (continued)

2007

Financial assets
Loans receivable 15   29.6  -  -   29.6   33.5 
Associated companies: Loans receivable 14   30.6  -  -   30.6   30.6 
Subsidiaries: Loans receivable   159.8  -  -   159.8   159.8 
Trade and other receivables 18   701.9  -  -   701.9   701.9 
Derivative financial assets 20.1  -  -   47.9 47.9 47.9
Cash and cash equivalents 21   286.5  -  -   286.5   286.5 

Financial liabilities
Interest bearing borrowings 24  -  (833.5)  -  (833.5)  (850.1)
Trade and other payables 26  -  (463.3)  -  (463.3)  (463.3)
Subsidiaries: Borrowings  -  (230.0)  (230.0)  (230.0)
Derivative financial liabilities 20.2  -  -  (113.9) (113.9) (113.9)

 1,208.4  (1,526.8)  (66.0) (384.4) (397.1)
Less: Disclosed as held for sale  -  -  -  -  - 

 1,208.4  (1,526.8)  (66.0) (384.4) (397.1)

Determination of fair values

Non-derivative financial instruments
Quoted market prices at reporting date have been used to determine the fair value of loans, receivables and interest 
bearing borrowings.  Where there is no quoted market price, a valuation technique, most commonly discounted cash flows, 
was used. For trade receivables and trade payables, the fair value was determined using the discounted cash flow method 
at market related interest rate. 

All other financial assets and liabilities carrying amounts approximate fair values.

Derivative financial instruments
The fair value of derivative financial instruments is determined using accepted valuation techniques and incorporating 
market quoted prices.

33 Capital management

The Board’s policy is to maintain a strong capital base so as to maintain stakeholder confidence and to sustain future development 
of the business. The Group considers its capital to comprise of total equity. The Group may adjust its capital structure by way of 
issuing new shares and is dependent on its Shareholder for additional capital, as required. The Group manages its capital structure 
in light of changes in economic conditions and the Board of Directors monitors the capital adequacy, solvency and liquidity of the 
Group on a continuous basis.  
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Liabilities at 
amortised 
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Held for 
trading

Carrying 
amount Fair value

Notes R million R million R million R million R million

33 Capital management (continued)

The capital resources of the Group have been depleted during the past five years as a result of loss-making contracts and inadequate 
orders to optimise the labour and capital intensive operations throughout the Group.  A turnaround strategy was developed during 
2005, which was approved by the key stakeholders, including the Executives Authority and Cabinet. This required the Shareholder 
to inject R 5.2 billion for the successful implementation of the strategy.

Since the approval of the strategy, the Group has been recapitalised by a total of R 3.5 billion. The Board has since requested the 
final recapitalisation payment of R 1.7 billion be made in 2008/09 year from the Shareholder.

In the interim, the Shareholder provided a Government Guarantee of R 1.3 billion to enable the Group to raise borrowings. The 
recapitalisation of R 1.7 billion will be used to repay the borrowings by end of the 2008/09 financial year.  The Group further strives 
to negotiate advance payments from clients in business transactions that require high investments in working capital over a long 
delivery lead times. There were no changes in the Group’s approach to capital management during the year.

The Company is not subject to externally imposed capital requirements. However, one of the Company’s subsidiaries,  
Densecure (Pty) Ltd, is a wholly owned captive insurer and therefore, has certain externally imposed capital requirements. The 
minimum capital requirements applicable to Densecure (Pty) Ltd were maintained at all times during the year.

34 Pension and other post-retirement obligations

The Group offers pension and post-retirement benefits through two defined contribution plans and two defined benefit plans.

34.1 Denel Pension Fund

The Group has a pension fund scheme that covers certain employees.  This fund is a defined benefit plan and is fully funded.  
The assets of the funded plan are held independently of the Group's assets in a separate trustee-administered fund that is 
governed by the Pension Funds Act of 1956 (Act no 24 of 1956).

This fund is valued by independent actuaries every three years. The latest full statutory actuarial valuation was prepared for  
31 December 2006.  For the purpose of preparing the group annual financial statements, the actuarial valuation was performed 
in accordance with IAS 19 Employee Benefits, as at 31 March 2008.  The result of the IAS19 valuation indicated an actuarial  
surplus of R 1,640.7 million (2007: R 2,092.8 million). The statutory valuation, which is performed using different assumptions 
to the IAS19 valuation, indicated a surplus of R 777.0 million at 31 December 2006.
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Denel Pension Fund Denel Medical Benefit Trust
2008 2007 2008 2007

R million R million R million R million

34 Pension and other post-retirement obligations (continued)

34.1 Denel Pension Fund (continued)

The fund surplus apportionment date was set at 31 December 2003. In the Surplus Apportionment Scheme of the fund, no 
provision was made (2007: R nil million) for an employer refund, being the continuation of the contribution holiday after the 
Second Amendment Act to the Pension Fund Act of 1956, promulgated 7 December 2001, as the employer made a payment 
to the fund.

Following the approval of the surplus apportionment scheme by the Financial Services Board (FSB) on  
15 December 2006, the fund proceeded with the payment of the surplus claims to former members to the value of  
R nil million (2007: R 690,0 million) to approximately nil (2007: 52,328) former members.

The Group expects to contribute R 0.9 million to this defined benefit pension plan in 2009.

The actuarially calculated liability compared to assets is as follows for the defined benefit plans:

34.2 Denel Medical Benefit Trust

The Group provides post-retirement medical aid contribution subsidies to qualifying retirees.  These subsidies are funded by 
contributions made into a separate trustee administrated fund.

The fund is valued annually by independent actuaries using the projected unit credit method. The result of the valuation carried 
out at 31 March 2008 indicated a surplus of R 817.4 million (2007: R 938.1 million).

There are currently no unrecognised actuarial losses, past services cost and contribution holidays due to the Group. Therefore, 
there is no actuarial surplus recognised on the balance sheet.

Due to the current surplus of this fund, the Group contributes to the fund when a member goes on an early retirement and it is 
therefore unable to determine the contribution for 2009. 
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34 Pension and other post-retirement obligations (continued)

34.2 Denel Medical Benefit Trust (continued)

Change in defined benefit funded obligation
Present value of funded obligations at 1 April  3,243.0  2,495.2  1,106.3  899.8 
Service cost benefits earned during the year  2.3  2.3  23.0  26.2 
Interest cost on projected benefit obligation  252.6  181.0  99.6  81.0 
Actuarial losses/ (gains)  339.2  40.0  (119.3)  129.5 
Benefits paid  (589.8)  (166.0)  (33.3)  (30.2)
Member contribution  0.5  0.5  -  - 
Past service costs  -  690.0  -  - 
Present value of funded obligations at 31 March  3,247.8  3,243.0  1,076.3  1,106.3 

Change in plan assets
Fair value of plan assets at 1 April  5,335.8  4,519.4  1,880.9  1,505.3 
Expected return on plan assets  459.2  354.8  169.3  135.5 
Actuarial (gains)/ losses  (323.5)  626.1  (91.4)  261.3 
Employer and member contribution  6.8  1.5  7.5  9.0 
Benefits due  -  -  (39.3)  - 
Benefits paid  (589.8)  (166.0)  (33.3)  (30.2)
Fair value of plan assets at 31 March  4,888.5  5,335.8  1,893.7  1,880.9 

Fund excess  1,640.7  2,092.8  817.4  774.6 

Excess not recognised  1,640.7  2,092.8  817.4  774.6 

Unrecognised actuarial losses/ (gains)  662.6  (754.7)  -  - 

Net benefit expenses
Service cost  2.3  2.3  23.0  26.2 
Interest cost  252.6  181.0  99.6  81.0 
Expected return on plan assets  (459.2)  (354.9)  (169.3)  (135.5)
Net actuarial (gains)/ losses losses recognised during the year  -  -  (119.3)  129.5 
(Expense)/ income  (204.3)  (171.6)  (166.0)  101.2 



160

NOTES TO THE GROUP ANNUAL F INANCIAL STATEMENTS (CONTINUED)

SECTION  15

DENEL >> Global Supplier of World-class Products >> Annual Report 2008

NOTES TO THE GROUP ANNUAL 
FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 March 2008

Denel Pension Fund Denel Medical Benefit Trust
2008 2007 2008 2007

R million R million R million R million

34 Pension and other post-retirement obligations (continued)

34.2 Denel Medical Benefit Trust (continued)

The principal actuarial assumptions used for accounting 
purposes were:

Expected return on plan assets 9.75 8.75 10.25 9.00
Future salary increase 7.25 6.00
Future pension increase 7.50 6.00
Discount rate 9.25 8.00
Inflation rate 6.25 5.00
Expected medical inflation 8.25 7.00

The Denel Pension Fund's expected long-term return is 
based on the expected long-term returns on equities, cash 
and bonds.

The Medical Benefit Trust's expected long-term investment 
return was based on the yields of the R186 South African 
Government Bond plus a risk premium of 1.25% per 
annum.

Number Number Number Number
The beneficiary members from the funds are as follows:

Active members  37  45  2,994  3,296 
Retired members  3,198  3,399  2,853  2,859 

Denel Pension Fund Denel Medical Benefit Trust
2008 2007 2008 2007

% % % %
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34 Pension and other post-retirement obligations (continued)

34.2 Denel Medical Benefit Trust (continued)

Amounts for the current and previous four periods are as follows:

Denel Pension Fund 
Defined benefit obligation (3,247.8) (3,243.0) (2,495.2) (2,203.1) (1,799.9)
Plan assets 4,888.5 5,335.8 4,519.4 3,621.8 3,024.8
Surplus/ (deficit) 1,640.7 2,092.8 2,024.2 1,418.7 1,224.9
Experience adjustements on plan liabilities 278.0 18.9 64.8 130.2 (0.3)
Experience adjustments on plan assets (323.5) 626.2 721.7 460.1 192.0

Denel Medical Benefit Trust 
Defined benefit obligation (1,076.3) (1,106.3) (899.8) (855.5) (800.7)
Plan assets 1,893.7 1,880.9 1,505.3 1,145.5 956.3
Surplus/ (deficit) 817.4 774.6 605.5 290.0 155.6
Experience adjustements on plan liabilities (9.7) 17.8 (37.4) (4.5) (23.4)

2008
Increase  Decrease 

A 2.0% change in assumed healthcare cost trend rates 
would have the following effects:

Effect on defined benefit obligation 348.9 (238.6)

34.3 Denel Retirement Fund

The Group has established a retirement fund scheme that covers all qualifying employees except for those who are members of 
the Denel Pension Fund.  This fund is a defined contribution plan and is governed by the Pension Funds Act of 1956 (Act no. 24 
of 1956). The contributions are charged to profit or loss as incurred.

34.4 Denel Supplementary Provident Fund

The Group had a supplementary provident fund for qualifying executives to enhance pension benefits. The fund is operated 
as a defined contribution plan, except for a few remaining members whose final benefits are linked to their salary.  During the  
2001/02 financial year, the Board resolved to liquidate the fund and the liquidation process commenced in May 2003.  The fund 
was finally liquidated during the previous year and the Company received an amount of R 16.0 million during the previous year 
as part of the surplus apportionment scheme.

The Company has no further liability in respect of this fund.
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between business segments are set at cost plus 10.0% segment 

revenue and segment results include transfers between business 

segments and these transfers are eliminated on consolidation.	

				  

Business segments							    

The Group comprises the following main business segments:	

•	 Aerospace: This business segment focuses on airframe 

structural and system design, the development of systems, 

35	 Segment reporting		
							     

Segment information is presented in respect of the Group’s 

business segments. These business segments are based on the 

Group’s management and reporting structure. The Group’s only 

geographical segment is South Africa. Segment results, assets and 

liabilities include items directly attributable to a segment, as well 

as those that can be allocated on a reasonable basis. Unallocated 

items are shown as reconciling items between the segments and 

the consolidated information. Segment capital expenditure is the 

total cost incurred during the year to acquire segment assets that 

are expected to be used for more than one period. Transfer pricing 

Aerospace Land Systems Non-Core Support Services and Other Elimination Total
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

R million R million R million R million R million R million R million R million R million R million R million R million

Segment revenue  2,239.2  2,126.9  1,885.7  1,500.4  239.1  190.7  43.2  37.2  (589.1)  (587.1)  3,818.1  3,268.1 
Sales to external customers  2,025.8  1,772.2  1,722.1  1,404.6  45.1  71.2  25.1  20.1  -   -   3,818.1  3,268.1 
Inter-group sales  213.4  354.7  163.6  95.8  194.0  119.5  18.1  17.1  (589.1)  (587.1)  -   -  

Segment result  (219.9)  (264.7)  (76.9)  (117.2)  155.8  21.7  (146.0)  (21.4)  54.3  (5.2)  (232.7)  (386.8)
Finance charges  (60.5)  (143.0)
Share of results of associated companies  (23.1)  28.9 
Taxation  (5.0)  (6.4)
Loss for the year before discontinuing operations  (321.3)  (507.3)
Loss of discontinued operations  (25.9)  (41.8)
Loss for the year  (347.2)  (549.1)

Segment assets  2,444.7  1,789.5  1,853.3  1,365.0  1,108.3  1,411.2  4,647.0  4,827.7  (5,167.5)  (5,205.5)  4,885.8  4,187.9 
Deferred tax assets  254.5  315.8 
Total assets  5,140.3  4,503.7 

Segment liabilities  2,098.0  2,055.5  1,507.9  910.3  309.6  1,039.2  3,092.7  2,818.3  (3,434.2)  (3,257.8)  3,574.0  3,565.5 
Deferred tax liabilities  238.8  305.5 
Total liabilities  3,812.8  3,871.0 

Cash flows from:
Operating activities  (104.0)  (856.7)  266.5  (178.2)  (47.9)  (242.0)  (37.0)  245.0  (5.6)  6.1  72.0  (1,025.8)
Investing activities  (200.5)  (87.1)  (71.1)  140.9  602.7  16.7  86.0  (51.2)  (54.6)  61.0  362.5  80.3 
Financing activities  963.8  (725.6)  55.6  70.3  (353.4)  237.0  66.2  (1,949.2)  (332.7)  2,922.5  399.5  555.0 

Capital expenditure  189.3  (55.5)  65.9  (37.5)  14.0  (26.0)  1.2  (1.1)  -   -   270.4  (120.1)

Impairment losses  102.4  257.6  30.3  45.4  11.2  4.7  162.6  -   11.0  -   317.5  307.7 
Impairment losses reversed  (147.0)  (1.8)  (44.1)  (20.2)  (2.7)  (0.5)  -   (0.9)  -   -   (193.8)  (23.4)

Depreciation/ amortisation in respect of segment assets  36.1  59.9  49.3  52.7  24.3  22.6  1.9  2.1  -   -   111.6  137.3 

Significant non-cash items
Fair value adjustment  -   -   -   -   22.4  24.6  -   -   -   -   22.4  24.6 
(Profit)/ loss on disposal of property, plant and equipment  (0.5)  (3.4)  0.7  (5.0)  (88.5)  (0.2)  -   -   -   -   (88.3)  (8.6)
(Profit)/ loss on disposal of investment properties  -   -   -   -   (46.2)  2.9  -   -   -   -   (46.2)  2.9 
Loss on disposal of intangible assets	  -   -   -   -   -   -   -   0.2  -   -   -   0.2 
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the design and manufacturing of optical and laser products, as 

well as measurement of in-flight systems performance.

•	 Land systems: This business segment supplies propellants, 

explosives and pyrotechnics, as well as design, development, 

manufacturing, integration and product support expertise for 

artillery ballistic systems. The business segment also specialises 

in heavy calibre ordnance consumables, the production of 

consumables for small military and commercial arms, as well 

as in post-war and peacekeeping missions.	 	 	

•	 Non-core: This business segment comprises of all the Group’s 

non-core divisions and subsidiaries, i.e. Deniprop, Dendustri, 

Irenco and Cosource (Pty) Ltd.

•	 Support Services and Other: Corporate activities mainly 

consist of corporate office and treasury functions and are 

not directly related to the business segments identified. This 

segment also includes segments that are not separated due to 

their immateriality, i.e. Densecure (Pty) Ltd.	

Aerospace Land Systems Non-Core Support Services and Other Elimination Total
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

R million R million R million R million R million R million R million R million R million R million R million R million

Segment revenue  2,239.2  2,126.9  1,885.7  1,500.4  239.1  190.7  43.2  37.2  (589.1)  (587.1)  3,818.1  3,268.1 
Sales to external customers  2,025.8  1,772.2  1,722.1  1,404.6  45.1  71.2  25.1  20.1  -   -   3,818.1  3,268.1 
Inter-group sales  213.4  354.7  163.6  95.8  194.0  119.5  18.1  17.1  (589.1)  (587.1)  -   -  

Segment result  (219.9)  (264.7)  (76.9)  (117.2)  155.8  21.7  (146.0)  (21.4)  54.3  (5.2)  (232.7)  (386.8)
Finance charges  (60.5)  (143.0)
Share of results of associated companies  (23.1)  28.9 
Taxation  (5.0)  (6.4)
Loss for the year before discontinuing operations  (321.3)  (507.3)
Loss of discontinued operations  (25.9)  (41.8)
Loss for the year  (347.2)  (549.1)

Segment assets  2,444.7  1,789.5  1,853.3  1,365.0  1,108.3  1,411.2  4,647.0  4,827.7  (5,167.5)  (5,205.5)  4,885.8  4,187.9 
Deferred tax assets  254.5  315.8 
Total assets  5,140.3  4,503.7 

Segment liabilities  2,098.0  2,055.5  1,507.9  910.3  309.6  1,039.2  3,092.7  2,818.3  (3,434.2)  (3,257.8)  3,574.0  3,565.5 
Deferred tax liabilities  238.8  305.5 
Total liabilities  3,812.8  3,871.0 

Cash flows from:
Operating activities  (104.0)  (856.7)  266.5  (178.2)  (47.9)  (242.0)  (37.0)  245.0  (5.6)  6.1  72.0  (1,025.8)
Investing activities  (200.5)  (87.1)  (71.1)  140.9  602.7  16.7  86.0  (51.2)  (54.6)  61.0  362.5  80.3 
Financing activities  963.8  (725.6)  55.6  70.3  (353.4)  237.0  66.2  (1,949.2)  (332.7)  2,922.5  399.5  555.0 

Capital expenditure  189.3  (55.5)  65.9  (37.5)  14.0  (26.0)  1.2  (1.1)  -   -   270.4  (120.1)

Impairment losses  102.4  257.6  30.3  45.4  11.2  4.7  162.6  -   11.0  -   317.5  307.7 
Impairment losses reversed  (147.0)  (1.8)  (44.1)  (20.2)  (2.7)  (0.5)  -   (0.9)  -   -   (193.8)  (23.4)

Depreciation/ amortisation in respect of segment assets  36.1  59.9  49.3  52.7  24.3  22.6  1.9  2.1  -   -   111.6  137.3 

Significant non-cash items
Fair value adjustment  -   -   -   -   22.4  24.6  -   -   -   -   22.4  24.6 
(Profit)/ loss on disposal of property, plant and equipment  (0.5)  (3.4)  0.7  (5.0)  (88.5)  (0.2)  -   -   -   -   (88.3)  (8.6)
(Profit)/ loss on disposal of investment properties  -   -   -   -   (46.2)  2.9  -   -   -   -   (46.2)  2.9 
Loss on disposal of intangible assets	  -   -   -   -   -   -   -   0.2  -   -   -   0.2 
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2008 2008 2007

Share capital  
issued 1

Share  
investment by  

Denel (Pty) Ltd 1
Due to/ (by)  

Denel (Pty) Ltd 1
Effective   

shareholding
Share capital  

issued 1

Share  
investment by  

Denel (Pty) Ltd 1
Due to/ (by)  

Denel (Pty) Ltd 1
Effective   

shareholding
R million R million R million % R million R million R million %

36	 Subsidiaries and associated companies

The following unlisted companies are subsidiaries or associated companies of  
Denel (Pty) Ltd and its subsidiaries:

Shareholding by holding company
Aero Properties (Pty) Ltd 3  -  -  -  100.0  -  -  32.0  100.0 
Bonaero Park (Pty) Ltd 3  27.0  126.1  (160.3)  100.0  27.0  126.1  (152.4)  100.0 
Cosource (Pty) Ltd 2  52.4  45.9  3.1  51.7  52.4  45.9  3.1  51.7 
Denel Informatics Marketing in Africa (Pty) Ltd 3  -  -  (0.2)  100.0  -  -  -  100.0 
Denel International Ltèe (incorporated in Mauritius)  -  -  59.6  100.0  -  -  59.6  100.0 
Denel Personnel Solutions (Pty) Ltd  -  -  (68.4)  100.0  -  -  (73.5)  100.0 
Denel Properties (Pty) Ltd 3  -  -  39.0  100.0  -  -  36.9  100.0 
Denel Saab Aerostructures (Pty) Ltd  653.1  587.1  (102.8) 80.0  187.1  150.3  121.0  100.0 
Densecure (Pty) Ltd   8.0  8.0  -  100.0  8.0  8.0  -  100.0 
Informatics Personnel Solutions (Pty) Ltd  -  -  -  100.0  -  -  -  100.0 
La Forge Manufacturing (Pty) Ltd  -  -  103.1  100.0  -  -  80.1  100.0 
Mechem (Pty) Ltd  63.1  63.1  (46.2)  100.0  -  -  -  - 
Skew Road Properties (Pty) Ltd 3  -  -  -  100.0  -  3.6  (1.0)  100.0 
Specialised Protein Products (Pty) Ltd  -  -  - -  -  -  421.1  100.0 
Nomakhaya Property Services (Pty) Ltd 3  -  -  -  73.0  -  -  -  73.0 
Denel Do Brasil Tecnologia Aplicada E Participacoes Limitada (incorporated in Brazil)  -  -  -  -  -  - 
Mechem Countermining DOO (incorporated in Bosnia) 2  -  -  -  -  -  0.8  
Community Pension Informatics (Pty) Ltd  -  -  -  100.0  -  -  -  100.0 

Total investments  830.2  (173.1)  333.9  527.7 
Aggregated amounts less than R 0.1 million  0.1  -  0.1  - 
Less: Accumulated impairment of investments  (41.1)  (182.3)  (42.8)  (561.1)

Net investments of Denel (Pty) Ltd  789.2  (355.4)  291.2  (33.4)

Shareholding by subsidiaries
Jagarve (Pty) Ltd 3  -  -  -  100.0  -  -  -  100.0 
Nisec (Pty) Ltd  -  -  -  100.0  -  -  -  100.0 
BWyz Distributions SA (Pty) Ltd  -  -  -  45.3  -  -  -  45.3 
Talkwyz Services (Pty) Ltd  -  -  -  51.7  -  -  -  51.7 
Tier2Tier Automotive (Pty) Ltd  -  -  -  41.4  -  -  -  41.4 

Associated companies
Turbomeca Africa (Pty) Ltd  -  49.4  24.7  49.0  -  49.4  30.6  49.0 
Carl Zeiss Optronics (Pty) Ltd  -  56.5  -  30.0  -  -  - 

Total investments  105.9  24.7  49.4  30.6 
Less: Accumulated impairment of investments  (49.4)  -  ( 49.4)  - 

Net investments of Denel (Pty) Ltd  56.5  24.7  -  30.6 

2008 2007
 R million  R million 

Aggregated loss of subsidiaries  (96.5)  (68.0)

1	 Amounts smaller than R 0.1 million are not reflected in this page
2	 Shares are not held by the Group but effective management control is exercised in these entities
3	 Denel Property Group
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Denel (Pty) Ltd 1
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Denel (Pty) Ltd 1
Effective   

shareholding
Share capital  

issued 1

Share  
investment by  

Denel (Pty) Ltd 1
Due to/ (by)  

Denel (Pty) Ltd 1
Effective   

shareholding
R million R million R million % R million R million R million %

36	 Subsidiaries and associated companies

The following unlisted companies are subsidiaries or associated companies of  
Denel (Pty) Ltd and its subsidiaries:

Shareholding by holding company
Aero Properties (Pty) Ltd 3  -  -  -  100.0  -  -  32.0  100.0 
Bonaero Park (Pty) Ltd 3  27.0  126.1  (160.3)  100.0  27.0  126.1  (152.4)  100.0 
Cosource (Pty) Ltd 2  52.4  45.9  3.1  51.7  52.4  45.9  3.1  51.7 
Denel Informatics Marketing in Africa (Pty) Ltd 3  -  -  (0.2)  100.0  -  -  -  100.0 
Denel International Ltèe (incorporated in Mauritius)  -  -  59.6  100.0  -  -  59.6  100.0 
Denel Personnel Solutions (Pty) Ltd  -  -  (68.4)  100.0  -  -  (73.5)  100.0 
Denel Properties (Pty) Ltd 3  -  -  39.0  100.0  -  -  36.9  100.0 
Denel Saab Aerostructures (Pty) Ltd  653.1  587.1  (102.8) 80.0  187.1  150.3  121.0  100.0 
Densecure (Pty) Ltd   8.0  8.0  -  100.0  8.0  8.0  -  100.0 
Informatics Personnel Solutions (Pty) Ltd  -  -  -  100.0  -  -  -  100.0 
La Forge Manufacturing (Pty) Ltd  -  -  103.1  100.0  -  -  80.1  100.0 
Mechem (Pty) Ltd  63.1  63.1  (46.2)  100.0  -  -  -  - 
Skew Road Properties (Pty) Ltd 3  -  -  -  100.0  -  3.6  (1.0)  100.0 
Specialised Protein Products (Pty) Ltd  -  -  - -  -  -  421.1  100.0 
Nomakhaya Property Services (Pty) Ltd 3  -  -  -  73.0  -  -  -  73.0 
Denel Do Brasil Tecnologia Aplicada E Participacoes Limitada (incorporated in Brazil)  -  -  -  -  -  - 
Mechem Countermining DOO (incorporated in Bosnia) 2  -  -  -  -  -  0.8  
Community Pension Informatics (Pty) Ltd  -  -  -  100.0  -  -  -  100.0 

Total investments  830.2  (173.1)  333.9  527.7 
Aggregated amounts less than R 0.1 million  0.1  -  0.1  - 
Less: Accumulated impairment of investments  (41.1)  (182.3)  (42.8)  (561.1)

Net investments of Denel (Pty) Ltd  789.2  (355.4)  291.2  (33.4)

Shareholding by subsidiaries
Jagarve (Pty) Ltd 3  -  -  -  100.0  -  -  -  100.0 
Nisec (Pty) Ltd  -  -  -  100.0  -  -  -  100.0 
BWyz Distributions SA (Pty) Ltd  -  -  -  45.3  -  -  -  45.3 
Talkwyz Services (Pty) Ltd  -  -  -  51.7  -  -  -  51.7 
Tier2Tier Automotive (Pty) Ltd  -  -  -  41.4  -  -  -  41.4 

Associated companies
Turbomeca Africa (Pty) Ltd  -  49.4  24.7  49.0  -  49.4  30.6  49.0 
Carl Zeiss Optronics (Pty) Ltd  -  56.5  -  30.0  -  -  - 

Total investments  105.9  24.7  49.4  30.6 
Less: Accumulated impairment of investments  (49.4)  -  ( 49.4)  - 

Net investments of Denel (Pty) Ltd  56.5  24.7  -  30.6 

2008 2007
 R million  R million 

Aggregated loss of subsidiaries  (96.5)  (68.0)
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AAD	 Africa Aerospace and Defence         

ADS	 African Defence Systems          

AGM	 Annual General Meeting          

AMD	 South African Aerospace, Maritime and Defence  

	 Industries Association    

AMO	 Aviation Maintenance Organisation          

AMOSA	 Accredited Movers of Southern Africa

AsgiSA	 Accelerated and Shared Growth Initiative for  

	 South Africa     

AU	 African Union           

AUD	 Australian Dollar           

B-BBEE	 Broad-Based Black Economic Empowerment         

BEE	 Black Economic Empowerment          

Board	 Board of Directors          

CEO	 Chief Executive Officer          

CFC	 Controlled Foreign Currency          

CFO	 Chief Financial Officer          

CODM	 Chief Operating Decision Maker         

CoGP	 Codes of Good Practice         

CSDP	 Competitive Supplier Development Policy         

CSIR	 Council for Scientific and Industrial Research       

DCLD	 Denel Centre for Learning and Development       

DENIPROP	 Denel Property Group

DERI	 Defence Evaluation and Research Institute        

DIFR	 Disabling Injury Frequency Rate         

DISS	 Denel Integrated Systems Solutions         

DLS	 Denel Land Systems          

DMTN	 Domestic Medium Term Note         

DoD	 Department of Defence          

DPE	 Department of Public Enterprises         

DPS	 Denel Personnel Solutions (Pty) Ltd        

DSA	 Denel Saab Aerostructures (Pty) Ltd 

DST	 Department of Science and Technology        

DYFTP	 Denel Youth Foundation Training Programme        

EADS	 European Aeronautics and Defence Systems        

EE	 Employment Equity           

EMS	 Environmental Management System          

EUR	 Euro            

EWP	 Employee Wellness Programme          

FD	 Financial Director           

FIFO	 First in First Out         

FSB	 Financial Services Board

GBADS	 Ground-Based Air Defence System         

GBP	 British Sterling Pound          

Government	 South African Government

GRI	 Global Reporting Initiative          

HG	 Higher Grade           

IAS	 International Accounting Standards          

ICT	 Information and Communications Technology         

ICV	 Infantry Combat Vehicle          

IFRIC	 International Financial Reporting Interpretations  

	 Committee

IFRS	 International Financial Reporting Standards         

IGG	 International Golden Group          

Inc.	 Incorporated

ISO	 International Standards Organisation          

IUCN	 International Union for Conservation of Nature

JIBAR	 Johannesburg Interbank Agreed Rate         

KPI	 Key Performance Indicator          

LRA	 Labour Relations Act          

Mechem	 Mechem (Pty) Ltd and Mechem Countermining  

	 (incorporated in Bosnia)

MEDDS	 Mechem Explosives and Drug Detection System       

MPV	 Mine Protected Vehicle          

MRO	 Maintenance, Repair and Overhaul         

NASA	 National Aeronautics and Space Administration        

NCACA	 National Conventional Arms Control Act        

NCACC	 National Conventional Arms Control Committee

No.	 Number

NOx	 Nitrogen oxides Act

OEM	 Original Equipment Manufacturer          

OHSAS	 Occupational Health Safety Assessment Series        

OTB	 Overberg Toetsbaan           

PFMA	 Public Finance Management Act         

PMP	 Pretoria Metal Pressings          

PMS	 Performance Management System          

(Pty) Ltd	 (Proprietary) Limited

Rand	 South African Rand

RSA	 Republic of South Africa         

SA	 South Africa           

SAAF	 South African Air Force         

SABS	 South African Bureau of Standards        

SAC	 Satellite Application Centre          

SADRI	 South African Defence Related Industries        

SANDF	 South African National Defence Force        

SETA’s	 Sector Education and Training Aythorities        

SFAS	 Statement of Financial Accounting Standards        

SGD	 Singapore Dollar           

SHEQ	 Safety, Health, Environment and Quality        

SITA	 State Information Technology Agency         

SMME	 Small, Medium and Micro Enterprises        

SOE	 State-Owned Enterprise          

SOP	 Schools Outreach Programme          

SOX	 Sarbanes Oxley Act

SPP	 Specialised Proptein Products (Pty) Ltd

STC	 Secondary Tax on Companies         

UAE	 United Arab Emirates

UAV	 Unmanned Aerial Vehicle          

UK MoD	 United Kingdom Ministry of Defence       

UN	 United Nations           

US	 United States

USD	 United State Dollar          

VAT	 Value Added Tax          

WMS	 Weapons Management System          
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CONTACT DETAILS

DENEL (PROPRIETARY) LIMITED
Registration number 1992/001337/07

 

The registered office of Denel (Pty) Ltd is situated at:
 

Denel Building

Nellmapius Drive

Irene

Gauteng

Republic of South Africa

 

The postal address of Denel (Pty) Ltd is:
 

PO Box 8322

Centurion

0046

Republic of South Africa

 

Other contact details are:
 

Telephone	  		  +27 12 671 2700

Fax             		  +27 12 671 2793

Fraud hotline		  +27 800 204 880

Email         		 	 marketing@denel.co.za

Website      		  www.denel.co.za
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Puisano Business Development Group (Pty) Ltd

a founding member of the Phamandla Consortium

Tel: +27 861 110 110   www.puisano.com
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