
Basis of presentation
The summary consolidated financial statements are prepared in accordance with the requirements of the JSE Limited Listings 
Requirements for summary financial statements and the requirements of the Companies Act applicable to summarised financial 
statements. The Listings Requirements require summary financial statements to be prepared in accordance with the framework 
concepts and the measurement and recognition requirements of International Financial Reporting Standards (IFRS) and the 
SAICA Financial Reporting Guides as issued by the Accounting Practices Committee and Financial Pronouncements as issued 
by the Financial Reporting Standards Council and to also, as a minimum, contain the information required by IAS 34 – Interim 
Financial Reporting. The accounting policies applied in the preparation of the consolidated financial statements from which the 
summarised consolidated financial statements were derived are in terms of International Financial Reporting Standards and are 
consistent with those accounting policies applied in the preparation of the previous consolidated annual financial statements, 
except as described below. 

Accounting policies
The accounting policies applied are in terms of IFRS and consistent with those applied in the annual financial statements for 
31 March 2013, except as described below:

•  IFRS 10 – Consolidated Financial Statements: Under IFRS 10, subsidiaries are all entities (including structured entities) over 
which the group has control. The group controls an entity when the group has power over an entity, is exposed to, or has 
rights to, variable returns from its involvement with the entity and has the ability to affect these returns through its power 
over the entity. Subsidiaries are fully consolidated from the date on which control is transferred to the group. They are 
deconsolidated from the date that control ceases. 

 The financial effects of the change in accounting policy are shown in the “Adoption of IFRS 10” note.

•  IFRS 12 – Disclosure of Interests in Other Entities: Additional disclosures are required to enable users of the financial 
statements to evaluate the nature of, and risks associated with, the group’s interest in other entities; and the effects of 
those interests on its financial position, financial performance and cash flows. 

•  IFRS 13 – Fair value Measurement: IFRS 13 measurement and disclosure requirements are applicable for the March 2014 
year-end. the group has included the disclosures required by iaS 34. refer to the “Financial risk management” note.
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Reclassification of comparative figures
Adoption of IFRS 10
The adoption of IFRS 10 has resulted in the consolidation of the Cadiz Stable Fund, the Cadiz Protected Income Fund, the Cadiz 
Inflation Plus Fund and the Cadiz Property Investment Trust. The funds over which Cadiz does not have control have been 
recognised as interests in associates at fair value, as the group has the irrevocable management agreement over the funds’ 
asset manager. The group has applied IFRS 10 retrospectively in accordance with the transition provisions of IFRS 10.

The tables below show the effect on the Statement of comprehensive income, statement of financial position, statement 
of cash flow and segment report. There was no effect on the statement of changes in equity, earnings per share or diluted 
earnings per share.

31 March 2013

(R thousands)

 as
previously 

reported 

 IFrS 10 
adjust-
ments  restated 

Statement of comprehensive income

Gross operating revenue  156 130  (8 626)  147 504 
interest income  14 746  7 208  21 954 
net income from investments  26 275  28 735  55 010 
Net fair value gains on linked financial instruments  506 234  4 560  510 794 
Fair value adjustment on third-party mutual fund interests  (6 776)  (30 918)  (37 694)
Operating expenses  (170 078)  (959)  (171 037)

Statement of financial position

assets
investments backing linked funds  4 846 601  68 816  4 915 417 

Financial assets – at fair value  4 846 601  (1 336 336)  3 510 265 
interests in associates – at fair value  –  371 487  371 487 
loans and receivables  –  98 465  98 465 
investment property  –  153 372  153 372 
Cash and cash equivalents  –  781 828  781 828 

Financial assets – at fair value  251 158  115 772  366 930 
interests in associates – at fair value  –  45 074  45 074 
receivables and prepayments  54 943  11 706  66 649 
Cash and cash equivalents  66 081  113 594  179 675 
Liabilities
Third-party financial liabilities arising on consolidation of mutual funds  50 839  332 888  383 727 
trade and other payables  51 092  22 074  73 166 

Statement of cash flows

Cash flow from operating activities  491 654 129 054 620 708
Cash flow from investing activities  (78 509) 124 272 45 763
Cash and cash equivalents at end of year  1 164 966  (203 463)  961 503 
Attributable to the group  66 081  113 594  179 675 
Attributable to policyholders  1 098 885  (317 057)  781 828 

Segment report

Gross operating revenue (external) – Asset Management  129 228  (8 626)  120 602 
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Financial risk management
The group is exposed to a variety of financial risks which include credit risk, market risk (including currency, price and interest 
rate risk) and liquidity risk. The group’s risk management programme focuses on the unpredictability of financial markets and 
seeks to limit potential adverse effects on the group, while operating within a framework that ensures alignment with the 
group’s overall strategy and risk appetite.

The summarised consolidated financial statements do not include all financial risk management information and disclosures 
required in the annual financial statements; they should be read in conjunction with the group’s annual financial statements 
as at 31 March 2014.

Fair values
The carrying amounts and the fair values of the group’s financial assets and liabilities are the same. Where assets are held at 
amortised cost, the fair values approximate the carrying values as these have floating rates.

Fair value measurements recognised in the statements of financial position
The following table provides an analysis of the financial instruments that are measured subsequent to initial recognition at fair 
value, grouped into levels 1 to 3 based on the degree to which the fair value is observable:
–  level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identifiable assets 

or liabilities;
–  level 2 fair value measurements are those derived from inputs other than quoted prices included within level 1 that are 

observable for the asset or liability, either directly or indirectly; and
–  level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability 

that are not based on observable market data.

Valuation techniques and assumptions applied for the purposes of measuring fair value
The fair values of financial assets and financial liabilities are determined as follows:

For level 1:
–  the fair values of financial assets and financial liabilities with standard terms and conditions and traded on active liquid 

markets are determined with reference to quoted market prices.

For level 2:
–  the fair values of other financial assets and financial liabilities (excluding derivative instruments) are determined in 

accordance with generally accepted pricing models based on discounted cash flow analysis using prices from observable 
current market transactions and dealer quotes for similar instruments;

–  observable inputs generally used to measure the fair value of securities classified as level 2 include benchmark yields, 
reported secondary trades, broker-dealer quotes, issuer spreads, benchmark securities, bids, offers and reference data;

–  the fair values of derivative instruments are calculated using quoted prices. Where such prices are not available, 
discounted cash flow analysis is performed using the applicable yield curve for the duration of the instruments for non-
optional derivatives, and option pricing models for optional derivatives. Foreign currency forward contracts are measured 
using quoted forward exchange rates and yield curves derived from quoted interest rates matching maturities of the 
contracts. Interest rate swaps are measured at the present value of future cash flows estimated and discounted based on 
the applicable yield curves derived from quoted interest rates; and

–  the fair value of financial guarantee contracts is determined using option pricing models where the main assumptions are 
the probability of default by the specified counterparty extrapolated from the market-based credit information and the 
amount of loss, given the default.

For level 3:
–  determinations to classify fair value measures within level 3 of the valuation hierarchy are generally based on the 

significance of the unobservable factors when compared to the overall fair value measurement. The group applies various 
due diligence procedures, as considered appropriate, to validate the underlying information used in the valuations.
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Group
(R thousands) level 1 level 2 level 3 total
2014
Investments backing linked funds

Financial assets – designated at fair value through 
profit or loss
– Collective investment schemes  –  12 914  –  12 914 
– Debentures – listed  170 186  –  –  170 186 

 – unlisted  –  1 795 269  –  1 795 269 
– Domestic equities – listed  613 558  –  –  613 558 

 – unlisted  –  17 541  –  17 541 
– Fixed interest securities – listed  330 908  –  –  330 908 
– International equities – listed  47 149  –  –  47 149 

 – unlisted  –  869 100  –  869 100 
Investment property  –  –  336 689  336 689 

Financial assets – designated at fair value through 
profit or loss
private equity investments  –  –  7 963  7 963 
Fixed interest securities – 54 373 – 54 373
investment-linked policies – 4 078 – 4 078
Collective investment schemes  – 175 855  – 175 855
other investments  –  608  –  608 
Financial assets – at fair value through profit or loss
Conversion option – related conversion option at fair 
value  –  –  4 025  4 025 
listed investments 169 330  –  – 169 330
Interests in associates – at fair value
Collective investment schemes  –  486 608  –  486 608 

1 331 131 3 416 346  348 677  5 096 154 

Level 3 reconciliations
Investment 

property

Financial
 assets – at 

fair value total
Balance at beginning of year – restated  153 372  15 953  169 325 
Additions  184 944  –  184 944 
Losses recognised in profit or loss (1 627)  (965)  (2 592) 
Capital repayment  –  (3 000)  (3 000)
Balance at end of year  336 689  11 988  348 677 

There were no transfers between the various levels during this reporting period.

All investment properties are valued by an independent valuator on a three-year rolling cycle and are sensitive to the property 
market. The key inputs to the model that derived the fair value of properties were an average discount rate of 14.75%, exit 
capitalisation rates of between 10% and 10.25% and rental escalation rates of between 6% and 8.5%. A 1% increase to the 
capitalisation rate would decrease the total fair value of investment property by R13.7 million. An equivalent decrease in the 
capitalisation rate would result in an increase in fair value of R16.7 million. A 1% increase in the discount rate would decrease 
the total value of investment property by r20.4 million and an equivalent decrease in the discount rate would increase the 
fair value by r22.2 million.

The financial assets at fair value consist of the investment in Makana of R4.0 million, the investment in Rotimode of R0.9 million 
and the investment in Kayagas of r7.1 million.

In determining the fair value of the option included in the financial assets at fair value the vandermark valuation model was 
used. Significant inputs into the model were the exercise price, current market price of Makana based on a valuation of the 
underlying investments, standard deviation of expected returns of 16.8%, risk-free rate of 7.1% and a dividend yield of 0%. If 
the current market price of Makana was 10% less than management’s estimate, the fair value would have been reduced by 
r1 178 061.

The investment in Rotimode represents the consideration settled. The investment in KayaGas is secured and therefore no 
sensitivities were deemed necessary.

The fair value liabilities in the group are the linked investment contract liabilities and third-party liabilities arising on 
consolidation of mutual funds which are all grouped into level 2.

Post-balance sheet events
The directors are not aware of any post-balance sheet events that materially affect the financial results or the financial position 
of the group as presented in the summarised consolidated financial statements. 33
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