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– Our operating context –

Imperial operates in diverse and often complex geographies, 
industries and markets with different socio-economic, 
political, regulatory and technological profiles. With its 

footprint extending across more than 30 countries and six 
continents, the group is subject to broader global economic 

conditions and the specific performance of the diverse 
economies and sectors within which its businesses operate.

As an international organisation with a suitably diversified portfolio of assets and geographic presence, 
Imperial is better able to withstand cyclical and country-specific constraints. Likewise, it will be able 

to benefit from more favourable conditions in individual sectors and geographies as these opportunities arise. 
In addressing the impact of external factors on the group’s performance, its value should improve over time.

GLOBAL CONTEXT1

–  Global growth forecasts for 
2016 lowered to 3,2% and 
3,5% for 2017, indicating the 
persistence of challenging 
global conditions.

–  Increase in economic, political 
and institutional uncertainty, 
with the UK vote to leave the 
European Union a key factor.

–  Lower commodity prices and 
exports.

SOUTH AFRICA
>  Economy tightened and trading 

environment remained challenging.

>  National GDP growth forecasts lowered to 
0,1% in 2016 and 1,0% in 20171.

>  Specific uncontrollable factors that affected 
Imperial during the 2016 financial year 
included: 

–  27% decline in average rand/dollar 
exchange rate.

–  8% decline in national new vehicle sales.

–  Sharp decline in commodity, chemical 
and fuel volumes.

–  Declining consumer confidence and rising 
interest rates depressed personal income 
expenditure and consumer goods 
volumes.

58% 64%
OF GROUP REVENUE

(R66,0 BILLION)
OF  GROUP OPERAT ING  

PROF I T  
(R3,7 BILLION)

1  International Monetary Fund, April 2016. 
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The divisional reviews on pages 57 and 65 provide more detailed information  
on operating context in relation to each division’s key drivers of value.

REST OF AFRICA
Falling commodity demand, lower oil prices 
and the consequent impact on currencies 
and private consumption reduced  
economic growth.

Specific uncontrollable factors impacting 
the group included: 

>  Lower commodity prices and 
slowing economies.

>  Currency volatility and availability.

>  Subdued consumer goods volumes.

11% 14%
OF GROUP REVENUE 

(R13,3  B ILL ION)

OF  GROUP OPERAT ING 
PROF I T 

(R853 MILL ION)

EUROZONE AND UK
>  Slower than expected recovery but 

satisfactory trading conditions in the 
Eurozone.

>  Solid economic growth in the UK.

>  Specific uncontrollable factors that 
affected the group included:

–  Low water levels on German 
waterways depressed profitability of 
inland shipping in the first half. 

–  Solid UK economic growth supporting 
our business, before the impact  
of Brexit.

–  Weakening of the rand against the 
pound and euro assisted rand- 
denominated results of our 
businesses in this region.

31% 22%
OF GROUP REVENUE 

(R36,4  B ILL ION)

OF  GROUP  
OPERAT ING PROF I T

(R1,3  B ILL ION)
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– Chairman’s letter to stakeholders –

“It is with great pleasure that I present my inaugural report 
as chairman of the Imperial board.”

INTRODUCTION
Against a backdrop of worldwide uncertainty and volatility, it is 

gratifying to lead the board of a group whose four past chairmen 

and their co-directors so successfully navigated periods of historic 

political, social and economic change in Southern Africa over 

60 years, while developing the group into one of the largest 

companies listed on the JSE.

It is a privilege to be associated with board colleagues of such 

exceptional experience, wisdom and judgement and as a 

newcomer I am mindful of my obligation to marshal their 

collective capabilities with due care in pursuit of greater value for 

all Imperial stakeholders.

While there are many matters that are cause for deliberation in a 

group of Imperial’s size and scope, my exposure to date allows me 

to assure shareholders that the board’s attention and oversight will 

never waver far from strategy, risk, capital allocation, executive 

calibre and governance.

CONTEXT AND PERFORMANCE OVERVIEW
This past year was characterised by challenging and often 

turbulent conditions in the jurisdictions in which Imperial operates.

Global growth decreased to 3,2% in 2016 with a slight increase to 

3,5% forecast in 2017. Towards the end of our financial year, the 

Brexit referendum and its outcome increased economic, political 

and institutional uncertainty in many markets.

The tough trading environment in South Africa intensified with GDP 

growth forecasts lowered to 0,1% for 2016 and to below 1% for 

2017. Slowing growth, the rand weakening by 27%, policy 

uncertainty and a growing concern about corruption and so-called 

“state capture”, resulted in a sharp decline in business and 

consumer confidence. Finally, rising interest rates placed 

downward pressure on personal income, expenditure and durable 

consumer goods volumes. 

The Rest of Africa experienced decreased economic growth due to 
falling commodity demand, lower oil prices and increased currency 
volatility and shortages, and the tentative recovery of the Eurozone 

Suresh P Kana
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continued through the year with the United Kingdom recording 
solid economic growth prior to the Brexit result.

Notwithstanding the specific impact of these conditions on 
Imperial (as described in the CEO’s report) the group’s revenue 
was up by a pleasing 8% to a record R118,8 billion, with operating 
profit up by 3% to R6,4 billion. Earnings per share remained flat 
and headline earnings per share declined by 3%. Although net 
working capital increased by 7% to R9,9 billion, the group 
generated solid cash flows from operations of R9 billion and a 
return on invested capital of 12,4%. A final dividend of 425 cents 
brought the full year dividend to 795 cents.

A NEW ERA
During the past year, your directors reached the conclusion that in 
essence the most valuable assets and capabilities of Imperial could 
be logically grouped within two value chains or sectors – logistics 
and vehicles. Imperial’s genesis as a motor dealership in 1948 set 
the stage for its growth into a globally significant importer, 
distributor and dealer of motor vehicles and associated products 
and services. Concurrently, the group expanded into adjacent 
business areas associated – sometimes loosely – with the transport 
of people and goods.

The pedestrian growth over the past few years exposed two 
realities. The first was that we were involved in many businesses 
and assets that were non-core, strategically misaligned, 
underperforming or of a scale that produced a low return on effort. 
The second was that those businesses and assets with the most 
promising prospects of producing growth and returns, operated 
within the logistics and vehicles value chains. Although these value 
chains appear to overlap in different sectors of industry and 
commerce, their underlying strategic, financial, organisational and 
managerial determinants of success are far less similar and 
complementary than a superficial analysis would suggest.

Setting aside the impact of exogenous factors on the performance 
of Imperial, it was therefore decided to dispose of unwanted 
businesses and assets, and to consolidate the group’s five 
operating divisions within two large increasingly self-sufficient 
divisions: Imperial Logistics and Motus Holdings will respectively 
house the group’s worldwide interests in logistics and vehicles, to 
sharpen strategic, managerial and customer focus, and to reduce 
duplication, complexity and costs. This restructuring included 
numerous changes to the roles or reporting relationships of the 
group’s most senior executives, some of which addressed 
imminent succession requirements. As if all this was not enough, a 
year of extraordinary managerial activity included acquisitions of 
R4.4 billion, some concluded shortly after the financial year end.

“... the board believes 
the group is well placed 
to capitalise on growth  
opportunities as they 
arise and to enhance 
value creation for our  
stakeholders.”
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ETHICS AND 
SUSTAINABILITY
Imperial is committed to acting with 
uncompromising honesty and integrity. 
The board recognises that ethical 
leadership forms the cornerstone of good 
governance and we are confident that 
the correct “tone at the top” is set 
uncompromisingly by our chief executive 
leading an experienced and motivated 
management team.

As the group expands its international 
operating base, especially as new 
operations are acquired and integrated 
into the group, it becomes increasingly 
important to ensure that Imperial’s 
reputation as an ethical, responsible 
corporate citizen is protected and 
enhanced. The board acknowledges that 
the consistent application of the values 
that inform our behaviour and that of our 
business partners is fundamental to the 
group’s business practices. During the year, 
the code of conduct was reviewed to 
ensure that it was still relevant and 
upholds the highest ethical standards. 
A revised code of conduct and a new 
anti-bribery policy was thus introduced 
and compliance was formally confirmed 
by 1 387 managers worldwide. Ethics 
awareness campaigns were also 
undertaken in four African countries.

The board is mindful that the effect of our 
commercial activities on the broader 
society is significant and as fiduciaries we 
strive at all times to exercise due care in 
our dealings with our stakeholders. We 
believe that corporate sustainability is 
founded on accountability for decisions 
that impact on people, the planet and 
profits in the long term and thus the board 
regularly reviews the risks, opportunities 
and material issues that affect the group 
and their impact on broader society.

HUMAN CAPITAL
The far-reaching organisational 
restructuring of Imperial, aimed at 
positioning the group to capture growth, 
increase profitability and remain 
sustainable in an environment of profound 
structural and systemic change requires 
focused investment. Most prominent in 
this regard has been the accelerated 
investment in human capital management 
capabilities.

This has extended to ensure the relevance 
of the board’s collective skills in providing 
oversight of the group’s growth and value 
creation strategy. During the year, an 
independent board evaluation exercise was 
conducted by Woodburn Mann and the 
feedback was extremely positive. I am 
confident that the board, as a collective, 
has the optimum balance of relevant skills, 
expertise and experience to provide 
effective governance to create long-term 
value for all our stakeholders.

A highly developed workforce is critical to 
ensure stakeholder value. During the year, 
the organisation effectiveness function 
was established. The activities of this 
function range from leadership assessments 
to job profiling and the identification 
of strategically critical positions. By 
30 June 2016, the group’s investment in 
training amounted to R319 million – an 8% 
increase on the prior year with an average 
of 16 hours of training per employee.

Imperial promotes diversity across its 
business. With 74% of the group’s 
employees located in South Africa, it is 
imperative that our workforce reflects the 
demographics of the talent pools from 
which we select our employees. Over the 
years, the group has made good progress 
up to middle management levels but our 
attention is currently focused on repeating 
this at top and senior management levels. 

At 30 June 2016, black representation at 
top and senior management levels was 
19,4% (2015: 17,5%) and 24,3% (2015: 
21,2%) respectively. In Germany, where 
gender diversity at executive level is an 
imperative, female representation at 
senior level is 10%.

Diversity, transformation and employment 
equity plans for each business set out the 
targets and initiatives that need to be in 
place to ensure success. Performance 
against these targets is monitored at 
various levels in the organisation, including 
the social and ethics committee of the 
board. Growth in black representation at 
senior and middle management levels is 
linked to performance and remuneration 
for South African-based executives and 
senior managers. For our German business, 
gender diversity is linked to performance 
and remuneration incentives. 

The basis and extent of executive 
remuneration is increasingly being 
scrutinised globally. Imperial is sensitive to 
this while recognising that the most 
pressing threat facing global organisations 
is a worldwide shortage of executive 
leadership skills. At Imperial’s last annual 
general meeting, 95% of shareholders 
voted in favour of the group’s 
remuneration policy, a significant 
improvement from the 70% in the 
previous year. Although a non-binding 
advisory vote, the board continues to 
acknowledge the views expressed by 
shareholders in its deliberations and 
remains deeply committed to ensuring 
responsible conduct, sound governance 
and transparency regarding 
executive compensation.
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SOCIETY AND ENVIRONMENT
The group’s social and environmental initiatives, which respond to 
critical social concerns, including road safety, education and access 
to primary healthcare, continue to receive attention as they are 
material to our group’s home base in South Africa. In Logistics, 
road safety is of great concern and the group is focusing its 
attention on the safety of our drivers and raising public awareness 
of road safety in South Africa, which has one of the highest per 
capita road death rates in the world. In our South African 
operations, fatalities per million kilometres travelled have dropped 
from 0,106 in 2015 to 0,002 in 2016 and there were no fatalities 
in our international operations in 2016.

The group has a large number of operational sites in South Africa 
and internationally. These operations consume water, electricity 
and other natural resources and generate waste products. The 
social and ethics committee oversees the material environmental 
issues with a view to minimising the group’s environmental 
footprint. Both Scope 1 and Scope 2 emissions, fuel usage and 
water and electricity consumption were reduced compared to 
the prior year. No fines or penalties were paid for 
environmental incidents.

The board takes its role seriously in ensuring compliance with 
relevant laws, codes and standards related to the environment. 

CHANGES TO THE BOARD
On 1 September 2015, Raboijani Moses Kgosana was appointed to 
the board. Moses served as the chief executive officer of KPMG 
South Africa, chairman of the Accounting Practices Board and was 
a member of the IFRS Advisory Council. With his considerable 
experience in accounting and financial reporting he now chairs the 
audit committee, succeeding Mike Leeming who retired from the 
board on 31 August 2015. We thank Mike for his leadership on 
this committee and his contributions to the board.

In anticipation of a higher rate of acquisitive growth,  
the board constituted an investment sub-committee comprising 
directors and executives with corporate finance expertise, under 
the chairmanship of Peter Cooper.

PROSPECTS
Volatility and uncertainty are expected to continue in the markets 
in which we operate. In this context, the board fully endorses the 
group’s strategic direction and the progress made over the year in 
continuing to position the group for stronger growth, profitability 
and sustainability. 

Over half of Imperial’s activities are in South Africa and, 
notwithstanding the smooth passage and results of the recent 
local government elections – clear evidence to the world that our 
country remains a well-functioning constitutional democracy – we 
remain deeply concerned about the political climate and the 
increasing evidence of corruption and interference in the major 
organs of state. We strongly urge the government and the African 
National Congress to be more considered in their policies and 
pronouncements, many of which will exacerbate rather than 
mitigate the unemployment, poverty and inequality which are of 
deepest concern to all patriots.

All things considered, the board believes the group is well placed 
to capitalise on growth opportunities as they arise and to enhance 
value creation for our stakeholders.

APPRECIATION
On behalf of the board, I extend my appreciation to our 
stakeholders for their continued loyalty and support during the 
past year. I am particularly indebted to my fellow board members 
for the clear direction they have provided in a challenging and 
ever-changing environment, to management for their sterling 
efforts in forging ahead with the board’s vision for the group, and 
to every employee for their important contributions towards a 
pleasing set of results.

A heartfelt thank you to each of you! 

SURESH P KANA 
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– Chief executive officer’s report –

“No longer a complex conglomerate, Imperial will comprise two  
increasingly self-sufficient large divisions, whose strategic, financial, 
managerial and market focus will unlock value for all stakeholders.”

OUR PERFORMANCE

INTRODUCTION
The year was a significant one in the evolution of Imperial. While 
dealing with the exigencies of everyday business in challenging 
environments, four additional streams of activity were directed 
at reallocating capital and fundamentally restructuring the 
organisation and its leadership for improved growth, returns 
and sustainability.

A major programme to dispose of non-strategic or low return 
businesses and properties reached an advanced stage. A number 
of sizable acquisitions, some concluded after year end, 
demonstrated our intent to invest in businesses whose growth is 
not reliant on further capital investment. The decision was taken 
to consolidate and integrate Imperial’s five sub-divisions within 
two major divisions, focusing exclusively on Logistics and Vehicles. 
Finally, the most senior three levels of the Imperial management 
hierarchy were reconfigured, with new executives appointed 
to address structural and succession requirements over the 
next three years.

Collectively, these developments created a platform for Imperial to 
accelerate its transformation to a different entity: no longer a 
complex conglomerate, Imperial will comprise two increasingly 
self-sufficient large divisions, whose strategic, financial, managerial 
and market focus will unlock value for all stakeholders.

This report therefore comments on the past structures for the last 
time, while ushering in a new Imperial. 

ENVIRONMENT
The impediments to GDP and personal consumption expenditure 
growth in most of the markets in which Imperial operates are 
well publicised. The following are additional factors that 
influenced Imperial’s performance during the year.

South Africa
Imperial faced various external challenges in South Africa, which 
generated 58% and 64% respectively of the group’s revenue and 
operating profit. As a provider of logistics services and retailer of 
vehicles, Imperial experienced falling or low demand from mining 
and industrial manufacturing clients, as well as declining private 
expenditure on consumer durables. As an importer and owner of 
foreign operations, Imperial experienced the effects of rand 
weakness and foreign currency volatility on the competitiveness 
of products and on financial reporting, both of which undermined 
the predictability of performance.

In addition, as the economy slowed and business and consumer 
confidence declined, competition and the demands of clients and 
counterparties intensified, exerting pressure on revenues, margins 
and working capital. Operating margins were depressed by 
inflationary increases in uncontrollable overheads. 
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i   Detail and commentary on Imperial’s 

financial position and performance is 

contained in the chief financial officer’s  

report and on pages 46 to 51.

GROUP HIGHLIGHTS

RECORD REVENUE OF 

R110,5 
BILLION
RECORD OPERATING PROFIT OF 

R6,2 
BILLION
Stable operating profit 
performance despite 
deterioration of 
business environment

 FOUR OF FIVE DIVISIONS 
PRODUCED RECORD REVENUES 
AND OPERATING PROFITS

 Generally improved  
strategic, operational 
and financial 
management

i   Details on the divisional operating 
performance are contained in the 
segmental commentary of Imperial’s 
five divisions on pages 56 to 81.

i   The definition of Imperial Holdings’ role  
is set out in our business model on 
pages 8 and 9.

OUR PERFORMANCE > CEO’S REPORT

HIGHLIGHTS

SOUND 
MANAGEMENT  
OF CONTROLLABLE FACTORS 
UNDERPINNED PERFORMANCE

DISPOSED OF NON-STRATEGIC  
AND LOW RETURN ASSETS OF 

R5,3 BILLION
ACQUIRED MINORITIES AND CAPITAL- 
LIGHT BUSINESSES FOR

R4,4 BILLION
COMMENCED FUNDAMENTAL 
ORGANISATIONAL AND 

LEADERSHIP 
RESTRUCTURING
DEVISED AND ANNOUNCED 

SUCCESSION 
PLAN
FOR 26 SENIOR EXECUTIVES

Rest of Africa
In sub-Saharan Africa, which generated 11% and 14% respectively 
of Imperial’s revenue and operating profit, trade and fiscal deficits 
grew, currencies collapsed, foreign exchange became scarce or 
dried up in some countries, and GDP growth forecasts were 
sharply reduced.

These pressures were all felt by Imperial’s businesses, more so in 
the second half when a scarcity of foreign exchange threatened 
the availability and competitiveness of dollar-based imports. Policy 
and regulatory uncertainty often heightened the operational and 
financial risks of doing business in some countries. 

International
Imperial’s operations beyond the African continent generated 31% 
and 22% respectively of Imperial’s revenue and operating profit.

Our businesses in Germany were directly affected to various 
degrees by low water levels on the Rhine in the first half and full 
employment which hampered the attraction and retention of skills. 
With few exceptions our clients and counterparties operate very 
sophisticated, frequently global businesses, and we face continual 
pressure to deliver more for less.

In the United Kingdom uncertainty caused clients to delay 
purchases in the lead up to the Brexit referendum, the result of 
which had an impact on the value of the pound sterling earnings. 
There was little change in the economic or competitive pressures 
we face in Australia and South America where growth off a low 
base was primarily a function of management initiatives.

GROUP FINANCIAL HIGHLIGHTS
Despite difficult trading conditions, Imperial achieved record 
revenues and operating profits in 2016, with all divisions producing 
revenue growth in rand terms. Double-digit growth of revenue and 
operating profit from foreign operations, increased Imperial’s share 
of revenue and operating profit from foreign operations to 42% 
and 36% respectively.

The impact of volatile currency movements on the group’s 
profitability and invested capital was significant. Recent 
developments have shown that in addition to movements of the 
South African rand, foreign currency movements and our hedging 
strategies can result in sharp adjustments to reported income in 
rand. We are confident, however, that our hedging strategies are 
prudent and we will continue to highlight the impact of currency 
movements in our communication with stakeholders.

Detail and commentary on Imperial’s financial position and 
performance is contained in the chief financial officer’s report 
which follows, the divisional reviews on pages 54 to 69 and the 
summarised financial statements on pages 104 to 133.
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OUR STRATEGY FOR 
VALUE CREATION
While always subject to refinement, the 
underlying precepts of our strategies to 
create value are unchanged.

The first is that as the listed parent of 
various business units that compete in the 
marketplace for goods and services, 
Imperial Holdings must achieve two 
objectives. It must add value to its 
business units in excess of the tangible or 
intangible costs of doing so, and it must 
add value to shareholders by diversifying 
in a manner they could not.

The second, which follows and is depicted 
on pages 12 and 13, is that the value-
adding strategies of a holding company are 
supportive of, but distinctly different to the 
competitive strategies of its client-facing 
operating subsidiaries (pages 14 to 17). 
The following describes how we refined 
and implemented our strategies as a 
holding company that creates value as a 
“parent” and one that defines the 
parameters within which subsidiaries are 
empowered to achieve market leadership 
and thrive.

As the major determinant of all future 
performance we continued to shape the 
group’s portfolio to achieve focused 
growth. The intent is to create a less 
complex, lower capital intense, higher 
return group of businesses, active only in 
the logistics and vehicles sectors.

To this end we disposed or are in the 
process of disposing of non-core, 
strategically misaligned, underperforming 
or low return assets amounting to 
R5,3 billion during the year. Excluding 
Regent (still subject to regulatory approval) 
we have disposed or are in the process of 
disposing of 29 businesses that generated 
revenues of R6 billion and utilised 
R2,8 billion of invested capital to produce 
operating profit of only R45 million – clear 
evidence that bigger is not better! And we 
invested R4,4 billion to acquire minorities 
and new businesses, the most significant 
of which was 95% of Palletways, acquired 
on 5 July 2016 at an enterprise value of 
R3,2 billion (£162,9 million).

As the custodian of equity, debt and 
assets, and as the funder or guarantor of 

subsidiaries, the holding company must 

raise, allocate and control capital for 
value accretion.

During the year, with due regard to cash 

flows arising from changes to the portfolio, 

the asset and liability committee and 

group treasury function ensured a prudent 

balance of short/long, fixed/variable and 

local/international debt within the group’s 

self-imposed debt to equity range of 

60% to 80%.

From a strategic perspective capital is 

allocated as per the principles of our 

investment thesis, shown on page 1. All 

capital allocation is made and evaluated 

over time with a view to achieving 

through the cycle returns on invested 

capital of between 3% and 4% above the 

weighted average cost of capital. Over the 

past year, the return on invested capital 

exceeded the weighted average cost of 

capital by 2,2% compared to 3% in 2015. 

Although uncontrollable external factors 

have been the major reason for this 

decline in recent years, we are determined 

to reverse this trend by reducing average 

working capital, restructuring or disposing 

of highly capital intensive businesses and 

avoiding acquisitions that are highly capital 

intensive businesses or require capital 

to grow.

Although divisions and subsidiaries define 

the bases on which they compete and 

grow in their chosen markets, their 

strategies are a basis for budgeting and 

capital allocation, and can influence the 

strategic positioning of Imperial as 

represented to stakeholders. A major 

responsibility of the holding company is 

therefore to ensure strategic clarity at 
subsidiary level. Over the past year the 

formality of this process enhanced 

competitiveness and created a framework 

for investment decisions within divisions.

With Imperial’s success heavily reliant on 

the calibre of its leadership, the holding 

company has an obligation to develop 
executive capability for performance 
and sustainability throughout the group. 

Over the past year, the talent 

management function established 18 

months ago to focus on the most senior 

200 managers in Imperial, has evolved. 

The deployment of leading-edge human 
capital practices is required not only to 
develop a leadership pipeline, but also to 
address issues of productivity, diversity, 
employment equity and compensation. The 
mandate of the renamed and restructured 
organisation effectiveness function is now 
to provide thought leadership and to 
institutionalise talent management, human 
resource architecture, core human resource 
data and technology, and enterprise 
architecture throughout Imperial’s 
operations.

In a first for Imperial, the crafting and 
announcement of a multifaceted 18-month 
succession plan, involving changes to the 
roles or reporting lines of 26 senior 
executives for the next three years, was 
early evidence of the power of integrated 
talent management.

Fast developing information, 
communications and telecommunications 
technologies are both an opportunity and 
threat to Imperial’s transactional efficiency 
and value propositions to counterparties. 
As the competitiveness, efficiency, returns, 
risks and ultimate value of Imperial can so 
easily be diminished by technology errors 
of omission or commission, the holding 
company must ensure that subsidiaries 
appropriately deploy technology for 
control, efficiency and innovation.  
Over the past year, progress in this regard 
included the appointment of chief 
information officers in all major business 
units and oversight by the board through 
a CIO forum, which reports to the group 
risk committee.

An insight fundamental to any decision on 
Imperial is that the group operates 
predominately in two different sectors. 
The strategic, financial, organisational and 
managerial determinants of success are 
very different in the logistics and vehicles 
sectors as broadly defined, and the 
synergies are few. Our disposal 
programme over the past few years has 
brought this into stark relief.

To give further expression to these 
differences we decided to sharpen 
strategic, managerial and customer focus 
and reduce duplication, complexity and 
costs, by consolidating and integrating 
Imperial’s five sub-divisions within two 
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large increasingly self-sufficient divisions, each focusing exclusively 
on Logistics and Vehicles, with effect from 1 July 2016. 

Imperial’s entire logistics interests (i.e. Imperial Logistics South 
Africa, Imperial Logistics Rest of Africa and Imperial Logistics 
International) will be managed as one division called Imperial 
Logistics, and Imperial’s entire vehicle interests (i.e. Vehicle 
Import, Distribution and Dealerships; Vehicle Retail, Rental and 
Aftermarket Parts; and Motor-related Financial Services) will be 
managed as one division called Motus Holdings.

This restructuring will facilitate opportunities for intra-divisional 
efficiencies and collaboration, and deeper penetration of the 
supply chains in both sectors, through better coordinated and 
competitive value propositions to clients. The competitive 
strategies employed by and within the divisions will be driven by 
their leadership, but within the strategic and financial parameters 
defined by Imperial Holdings.

As both divisions have market-leading positions in South Africa, 
foreign growth will be preferred.

In the past year, 68% and 71% respectively of what is now 
Imperial Logistics’ revenues and operating profits were foreign. 
The rapid growth in sub-Saharan Africa is planned to continue and, 
building on our proven international capabilities in logistics, major 
acquisitive growth is anticipated beyond the African continent.

With foreign revenues and operating profits of what is now 
Motus Holdings being 24% and 11% respectively in 2016, the 
division will pursue foreign growth in distribution and retail, but 
will remain a predominantly South African company for 
the medium term.

MATERIAL ISSUES
Notwithstanding significant external and internal developments 
during the year, five material issues continue to dominate the 
deliberations of the Imperial board, and the thoughts and actions 
of management. They are growth; capital management; 
leadership and human capital development; systems improvement 
and innovation; and legitimacy among stakeholders. These 
material issues take into account the key matters and concerns 
our stakeholders have raised in our engagement with them over 
the course of the year, and a comprehensive report on our 
progress appears on pages 26 to 33.

LOOKING FORWARD
Imperial’s performance in the past financial year has been 
pleasing and reflects sound management of controllable factors 
under challenging circumstances.

Although the decisions have been taken and many of the plans 
formulated, the success of Imperial over the next few years will 
be highly dependent on the initial implementation processes in 
the current financial year.

There will be no help from the environment.

Globally tepid growth and uncertainty will persist. In all of the 
markets where Imperial operates, underlying economic growth 
will be slow and real organic revenue growth elusive, achieved 
only through continual innovation to improve value propositions 
and penetrate new markets. Locally, the structural obstacles to 
higher economic performance will remain and the socio-political 
climate will be unpredictable, fractious and disruptive in the lead 
up to the national elections in 2019.

We expect volume growth throughout our logistics operations 
to be subdued, and national new vehicle sales in South Africa to 
fall gradually in response to declining private consumption 
expenditure, rising interest rates and tightening credit. In addition, 
the volatility of the rand and the currencies in the countries in 
which we operate, together with the group’s hedging policy 
to cover forward, will affect both our competitiveness and 
profitability. Low growth, the ubiquity and falling cost of data, 
and technological innovation, will each drive clients and 
counterparties to be more demanding, putting gross margins 
continually under pressure. 

Aside from our primary obligation to deliver growth and returns, 
our agenda to unlock value is weighty. We are in the process of 
restructuring and altering the leadership, and will report differently 
on two very large multinational divisions in different sectors. Both 
would rank among the bigger companies in South Africa. 

These factors make forecasting challenging but our current 
outlook for the financial year to June 2017 indicates single-digit 
revenue growth and a moderate decline in operating profit for 
Imperial’s continuing operations. 

APPRECIATION
My gratitude is due to each of the 51 256 people whose daily 
commitment contributed to these results and in particular to my 
co-directors and executive committee colleagues without whose 
counsel and support my task would be impossible.

MARK J LAMBERTI 



IMPERIAL HOLDINGS LIMITED INTEGRATED ANNUAL REPORT  
for  the year ended 30 June 2016 

44

OUR PERFORMANCE 

Imperial delivered pleasing results for the year ended 30 June 2016, with all divisions recording revenue growth in rand terms, despite 
challenging trading environments and lowered growth forecasts in all its key markets, as fully outlined in the chief executive officer’s report. 

Osman Suluman Arbee

RESULTS OVERVIEW

R million
TOTAL
2016

CONTINUING
 2016

DISCONTINUED
 2016

TOTAL 
2015

CONTINUING
2015

DISCONTINUED
2015

TOTAL
% CHANGE

CONTINUING
% CHANGE

Revenue 118 849 115 738 3 111 110 487 107 453 3 034 8 8

Operating profit 6 422 5 893 529 6 235 5 671 564 3 4

Operating margin (%) 5,4 5,1 17,0 5,6 5,3 18,6

Net finance costs (1 440) (1 440) – (1 194) (1 194) – 21 21

Income from associates 133 133 – 32 33 (1) 316 303

Profit before tax 4 437 3 924 513 4 599 4 044 555 (4) (3)
Tax (1 229) (1 049) (180) (1 213) (1 035) (178) 1 1

Net profit after tax 3 208 2 875 333 3 386 3 009 377 (5) (5)

Attributable to 
non-controlling interests (159) (128) (31) (332) (274) (58) (52) (53)

Attributable to 
shareholders of Imperial 3 049 2 747 302 3 054 2 735 319 – –

Effective tax rate (%) 27,7 25.8 – –

Return on invested 
capital (%) 12,4 13,1*

Weighted average cost 
of capital (%) 10,2 9,0*

* Restated to new calculation method. See page 52.

– Chief financial officer’s report –

“Solid performance reflects sound management of controllable 
factors in challenging trading conditions.”
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FINANCIAL HIGHLIGHTS
REVENUE UP 8% TO 

R118,8 BILLION 
OPERATING PROFIT UP 3% TO

R6,4 BILLION 
CORE EPS UNCHANGED AT 

1 747 CENTS 
PER SHARE
EPS UNCHANGED AT 

1 581 CENTS
PER SHARE
HEPS DOWN 3% TO 

1 579 CENTS 
PER SHARE
CASH GENERATED BY  
OPERATIONS OF 

R9,0 BILLION 
RETURN ON INVESTED CAPITAL

12,4%
WEIGHTED AVERAGE  
COST OF CAPITAL

10,2%
FULL YEAR DIVIDEND  
UNCHANGED AT 

795 CENTS 
PER SHARE 
NET WORKING CAPITAL  
INCREASED BY 7% TO 

R9,9 BILLION 

Total revenue increased by 8% to R118,8 billion (6% up excluding acquisitions) and for 

continuing operations, excluding Regent, by 8% to R115,7 billion. Revenue increased in 

all operating divisions. The biggest changes were in Logistics Rest of Africa, which was 

up 19%, supported by volume growth and acquisitions, with Logistics South Africa 

experiencing a marginal decline due to lower volumes. 

Total operating profit increased 3% to R6,4 billion (1% up excluding acquisitions) and 

for continuing operations, excluding Regent, up by 4% to R5,9 billion. The increase in 

operating profit was mainly due to strong performances from the Vehicle Import, 

Distribution and Dealerships division and Logistics Rest of Africa, which was assisted by 

the inclusion of Imres for a full year. S&B Commercials in the Vehicle Retail, Rental and 

Aftermarket Parts division was also included for the full year. 

Group operating margin, including discontinued operations, was slightly down at 5,4% 

(2015: 5,6%). 

Net finance costs increased by 21% compared to the prior year on the back of increased 

debt levels and higher interest rates. 

Income from associates and joint ventures for continuing operations increased by  

R100 million on the prior year. This increase is as a result of a loss of R84 million 

recognised in respect of Ukhamba in the prior year. 

The group’s net profit attributable to non-controlling shareholders for continuing 

operations reduced by R146 million due to their share of impairment of intangibles, 

reduced minority participation in Associated Motor Holdings and sale of businesses in 

which the minorities participated.

Net profit attributable to shareholders was flat at R3,0 billion. 

Attributable earnings reconciled to core earnings

NOTES
2016

Rm
 2015

Rm
% 

Change

Net profit attributable to Imperial 
shareholders (earnings) 3 049 3 054 –
Profit on disposal of assets (98) (85)
Impairments of goodwill and 
other assets 1 526 95
Profit on sale of businesses 2 (520) (17)
Impairment losses on assets of 
disposal group 90
Other 2 84
Tax and non-controlling interests (3) 4 

Headline earnings 3 046 3 135 (3)

Amortisation of intangibles arising on 
business combinations 437 415
Foreign exchange gain on inter-group 
monetary items (92) (104)
Remeasurement of contingent 
consideration, put option liabilities 
and business acquisition costs 117 69
Tax and non-controlling interests (139) (128)

Core earnings 3 369 3 387 –
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NOTE 1
The impairments relate to:
 > Goodwill amounting to R258 million in total, mainly arising from Renault in the Vehicle Import, Distribution and Dealerships division 

and various businesses in the Logistics Africa division. 
 > Other intangibles of R151 million mainly arising from Renault in the Vehicle Import, Distribution and Dealerships division and 

Jurgens in the Vehicle Retail, Rental and Aftermarket Parts divisions. 
 > Various other items amount to R117 million. 

NOTE 2
Profit on sale of businesses mainly relates to the disposals of Neska, Rijnaarde and ALS in the Logistics International division. 

Earnings, headline earnings and core earnings per share 

Group 
total
2016

Continuing
2016

Group
total
2015

Continuing
2015

Total
% change

Continuing
% change

Basic EPS (cents) 1 581 1 425 1 582 1 416 – 1

Basic HEPS (cents) 1 579 1 423 1 624 1 458 (3)  (2)

Basic core EPS (cents) 1 747 1 589 1 754 1 586 – –

FINANCIAL POSITION OVERVIEW
2016

Rm
2015

Rm % change

Goodwill and intangible assets 7 501 7 193 4
Property, plant and equipment 11 465 10 967 5
Investment in associates and joint ventures 986 1 351 (27)
Transport fleet 5 953 5 610 6
Vehicles for hire 3 469 3 603 (4)
Investments and loans 291 357 (18)
Net working capital 9 936 9 267* 7
Other assets 1 867 1 428 31
Assets of discontinued operations and disposal groups 6 552 4 618 42
Net debt (16 079) (13 886)* 16
Non-redeemable, non-participating preference shares (441) (441) –
Other liabilities (8 584) (8 121) 6
Liabilities of discontinued operations and disposal groups (3 114) (2 713) 15

Total shareholders’ equity 19 802 19 233 3

Total assets 69 830 65 712 6

Total liabilities (50 028) (46 479) 8

* Restated to reclassify interest-bearing supplier liabilities as accounts payable of R607 million. 
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Goodwill and intangible assets rose by 4% to R7,5 billion as a result of rand weakness and small acquisitions. 

Property, plant and equipment increased by R498 million to R11,5 billion due mainly to investments in properties during the year 
and as a result of rand weakness. 

Investment in associates and joint ventures decreased by R365 million, as a result of the reclassification of MixTelematics to 
“disposal groups”. 

The transport fleet increased by 6% or R343 million due mainly to the net investment in trucks and barges of R727 million, currency 
adjustments of R509 million resulting from a weaker rand, reduced by depreciation of R778 million. 

Vehicles for hire reduced by R134 million impacted by the sale of Goscor and Bobcat’s rental assets of R696 million and a reduction 
in fleet units, offset partly by price increases in vehicles for hire.

Net working capital increased by 7% mainly due to an increase in inventory in the Vehicle Import, Distribution and Dealerships division.

Assets held for sale include Regent and other businesses identified during 2016 as being available-for-sale. 

Total assets increased by 6% to R69,8 billion due mainly to acquisitions, capital expenditure and currency adjustments. 

Net debt to equity (including preference shares as equity and including Regent’s cash resources) at 73% improved from 76% at December 
2015 but was higher than the 66% at June 2015. The increase in debt is due to a weaker exchange rate for the translation of the foreign 
debt into rand, capital expenditure, working capital requirements and acquisitions. Net debt to equity (including preference shares as debt) 
is 77% (2015: 70%). 

The net debt level is within the target gearing range of 60% to 80%. The net debt to total EBITDA ratio was 1,7 times (2015: 1,5 times), 
from continuing operations. 

Shareholders’ equity was impacted by the following major items:

Movement in shareholders’ equity

2016
Rm

Net profit attributable to Imperial shareholders 3 049
Net profit attributable to non-controlling interests 159
Increase in the foreign currency translation reserve 623
Shares issued to acquire 10% of AMH 648
Reduction in the hedge accounting reserve (317)
Remeasurement of defined benefit obligations (159)
Dividends paid (1 909)
Shares repurchased, acquired to hedge share appreciation rights and deferred bonus plan obligations (558)
Purchase of non-controlling interests:
 AMH (750)
 Imres (including remeasurement of put option) 98
 Midas (113)
 Other (150)
Other movements (52)

Total change 569
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CASH FLOW OVERVIEW
2016

Rm
2015*

Rm % change

Cash generated by operations before movements in working capital 8 952 9 049 (1)
Movements in net working capital (excluding currency movements and net 
acquisitions) (828) 9
Interest paid (1 461) (1 180)
Tax paid (1 910) (1 301)

Cash flows from operating activities before capital expenditure on rental assets 4 753 6 577 (28)
Net capital expenditure on rental assets (1 611) (1 531) 5

Cash flows from operating activities 3 142 5 046 (38)
Net proceeds from sale of businesses (net of acquisitions)/net acquisitions 760 (938)
Net capital expenditure (2 527) (2 988)
Equities, investments and loans 41 (1 025)
Dividends paid (1 909) (1 724)
Other (1 164) (273)

Increase in net debt (excludes currency movements and net acquisitions) (1 657) (1 902)

Free cash flow 2 517 4 573 (45)

* Restated for the reclassification of interest-bearing accounts payable to accounts payable. 

Cash generated by operations after working capital movements, interest charge and tax payments was R4,8 billion (2015: R6,6 billion). 

Net working capital increased due to higher inventory in the Vehicle Import, Distribution and Dealerships division. 

The main contributors to the net R760 million proceeds from sale of businesses (net of acquisitions) were the disposal of Neska, Goscor, 
ALS, two dealerships and two panel shop outlets. 

Inflows from equities, investments and loans amounted to R41 million. The prior year included additional investments in long-term 
deposits and equities. 

Dividends amounting to R1,9 billion were paid during the year. 

Other increased due to share repurchases to hedge obligations in respect of share schemes and for the buy out of non-controlling interests.

FUNDING
June 2016 

Rm
June 2015

Rm

Gross debt (Excluding preference shares)  18 396  16 157 

Cash resources  (2 317)  (2 271)

Net debt before cash held for sale  16 079  13 886 

Less: Cash of discontinued operations and disposal groups  (1 356)  (845)

Net debt  14 723  13 041 

Net debt to equity (Preference shares included as equity) 73% 66%

Net debt to equity (Preference shares included as debt) 77% 70%

Net debt to EBITDA (times) (Preference shares included as debt)  1,7  1,5 

The group’s net debt is up R1,7 billion (including cash held for sale). The increase in debt is due to a weaker exchange rate for the 
translation of the foreign debt into rand, capital expenditure, working capital requirements and acquisitions. 

The group has R9,4 billion of unutilised banking facilities. 79% of the group’s debt is long term in nature.

In September 2017, Imperial’s corporate bond IPL 6 for R1,5 billion matures and sufficient long-term facilities are available to meet 
the redemption. The assets and liabilities committee assesses the group’s liquidity position on a quarterly basis and in addition to facilities 
there is capacity of R4,7 billion under the Domestic Medium Term Note programme and R3,3 billion under the Commercial Paper 
programme should there be a need to access the debt capital markets in South Africa.
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The group’s international scale credit rating as determined by Moody’s was unchanged at Baa3 with a stable outlook.

Capital management and capital allocation are controlled and reviewed at least quarterly by group finance and group treasury. The 
allocation of equity and debt by division is reviewed and the appropriate weighted average cost of capital (WACC) determined in order to 
evaluate investments and measure performance on a risk adjusted basis applicable to the various types of businesses and geographies. 

DISPOSALS
The disposals described below, some still subject to regulatory approval, will generate proceeds of approximately R5,2 billion, which will 
reduce debt until redeployed in accordance with our strategic and investment criteria. 

International: The Logistics division disposed its 65% interest in Neska for EUR75 million (R1,3 billion) and the 75% interest in ALS, a 
small shipping company, for EUR6 million (R84 million).

South Africa: The 100% interest in the Regent Group for R2,2 billion which is subject to regulatory approval. The disposal of the 
Group’s 67,5% share of the Goscor group for R1,03 billion was finalised on 5 February 2016. The Vehicle Retail, Rental and Aftermarket 
Parts division disposed of two panel shops, two commercial dealerships and six vehicle dealerships. The group’s disposal of its minority 
stake in MixTelematics for R470 million was announced by MixTelematics during May 2016; the proceeds were received at the end of 
August 2016.

Disposals post year end:
The group disposed of 51% in ten entities in the AMH Group to a related party for R75 million, subject to regulatory approval. The balance 
of the shares in these entities will be sold in the next calendar year. Over the next 12 to 18 months the group intends disposing of 
mainly non-strategic properties (sale or sale and leaseback) in a number of unrelated transactions in various jurisdictions amounting 
to R2,6 billion.

ACQUISITIONS
Various acquisitions were made during the 2016 financial year, the most notable of which are listed below:

International: Van den Anker in the Netherlands by the International Logistics division and Humberside Tail Lifts in the UK by the UK 
Commercials division.

South Africa: In the Vehicles division, 10% in the AMH Group for R750 million (the group now owns 100% of AMH), a further 14% in 
Midas and a number of small acquisitions in Midas. The Logistics division acquired a 70% share in Sasfin Premier Logistics and 100% of 
Anoxis by Resolve.

Rest of Africa: The Logistics division acquired 70% in Imperilog Botswana and a further 10% in Imres (based in the Netherlands; the 
group now owns 80%). The group concluded vehicle distribution agreements in six African countries.

Acquisitions post year end:
International: A 95% share in Palletways (UK) for R3,0 billion. Palletways is a leading European operator in express small consignment 
palletised freight, with operations in the UK, Spain, Italy, France, Luxembourg and Germany.

South Africa: A further 14% in Midas, bringing the group’s ownership of Midas to 100%.

FINAL ORDINARY DIVIDEND
A final cash dividend of 425 cents per ordinary share (2015: 445 cents per share) has been declared, bringing 2016 dividends to 795 cents 
per ordinary share, unchanged from the prior year.

Osman S Arbee
Chief financial officer 
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DEFINITIONS
2016

Rm
2015

Rm
2014

Rm
2013

Rm
2012

Rm

Extracts from statement of profit or loss
Revenue  118 849  110 487  103 567  92 382  80 830 
Operating profit  6 422  6 235  6 185  6 090  5 638 
Net financing costs  (1 440)  (1 194)  (926)  (744)  (681)
Share of result of associates and joint ventures  133  32  76  86  46 
Income tax expense  (1 229)  (1 213)  (1 330)  (1 405)  (1 382)
Tax rate (%)  28,6  26,6  27,2  28,1  29,3 
Net profit attributable to non-controlling interest  159  332  355  392  408 
Headline earnings  3 046  3 135  3 151  3 458  3 007 

Extracts from statement of cash flows
Cash generated by operations (before capital 
expenditure on rental assets, net financing costs 
and tax paid*  8 124  9 058  5 973  7 191  7 440 
Cash flow from investing activities (including capital 
expenditure on rental assets)  (3 337)  (6 482)  (2 927)  (4 708)  (4 230)
Net debt (raised) repaid*  (1 657)  (1 902)  (1 972)  (2 250)  (625)
Free cash flow* 1  2 517  4 573  2 138  3 658  3 770 

Extracts from statement of financial position
Total assets  69 830  65 712  59 021  51 716  45 698 
Operating assets 2  58 525  56 944  55 968  48 443  41 575 
Operating liabilities* 3  24 640  23 774  22 802  21 174  18 046 

Net working capital* 4  9 936  9 267  8 033  5 694  4 606 
Net interest-bearing debt* 5  15 283  13 482  11 882  9 165  6 642 
Imperial owners’ interest  20 225  18 868  17 540  16 241  14 666 
Non-controlling interest  884  1 838  1 569  1 295  1 223 
Contingent liabilities  798  405  317  294  46 

Ratios
Efficiency
Revenue to average net operating assets (times) 6  3,5  3,3  3,4  3,6  3,9 
Revenue relating to sales of goods to average 
inventory (times) 7  4,4  4,5  4,8  4,7  4,5 
Revenue to average net working capital (times)  12,4  12,8  15,1  17,9  20,6 
Profitability
Operating profit to average net operating assets (%) 8  19,2  18,8  20,5  24,0  26,9 
Operating profit to average gross operating assets (%)  11,1  11,0  11,8  13,5  15,2 
Operating margin (%) 9  5,4  5,6  6,0  6,6  7,0 
Return on average shareholders’ interest (%) 10  15,6  16,8  19,4  21,3  22,4 
Return on invested capital (%)** 11  12,4  13,1  14,7  17,2  18,0 
Weighted average cost of capital (%)** 12  10,2  9,0  9,4  9,0  10,1 
Solvency
Interest cover by operating profit (times)  4,5  5,2  6,7  8,2  8,3 
Net interest-bearing debt to EBITDA (times)  1,7  1,5  1,4  1,1  0,9 
Total equity to total assets (%)  28,4  29,3  30,7  33,9  34,8 
Net interest-bearing debt as a percentage of total 
equity (%)  77,2  70,1  65,6  52,3  41,8 
Liquidity
Free cash flow to net profit for the year (times)  0,78  1,35  0,59  0,99  1,11 
Free cash flow to headline earnings (times) 13  0,83  1,46  0,68  1,06  1,25 
Unutilised facilities  10 046  9 372  6 703  5 880  6 045 

Figures include continuing and discontinued operations.

 FIVE-YEAR REVIEW 
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DEFINITIONS
2016

Rm
2015

Rm
2014

Rm
2013

Rm
2012

Rm

Investing in the future
Cost of new acquisitions  352  1 076  911  776  2 241 
Expansion capital expenditure  1 902  2 515  1 957  1 682  1 125 
Net replacement capital expenditure  2 236  2 004  1 642  1 395  1 467 
Capital commitments  1 309  2 289  2 285  935  1 112 

Statistics
Total new and used vehicles and motorcycles sold  209 432  211 412  208 740  206 462  198 131 
Number of transport fleet vehicles (owned)  7 238  7 133  5 676  6 431  6 312 
Number of vehicles for hire (car rental only)  13 903  14 917  15 356  17 602  16 599 
Number of employees  51 256  51 361  51 671  51 007  47 699 
Employee costs  16 981  15 647  14 576  12 824  10 703 
Wealth created per employee  507  475  444  412  380 
Total taxes and levies paid 14  1 825  1 496  1 748  1 438  1 572 

Share performance
Basic headline earnings per share (cents)  1 579  1 624  1 625  1 805  1 566 
Basic core earnings per share (cents)  1 747  1 754  1 815  1 872  1 623 
Dividends per share (cents)  795  795  820  820  680 
Earnings yield (%) 15  10,6  8,8  8,1  8,6  9,1 
Price earnings ratio (times) 16  9,5  11,4  12,3  11,6  11,0 
Net asset value per share (cents) 17  10 287  9 696  9 037  8 324  7 479 
Market prices (cents)
– Closing  14 948  18 550  20 000  20 968  17 200 
– High  18 600  20 634  22 290  22 600  17 729 
– Low  9 999  16 418  16 080  17 150  9 420 
Total market capitalisation at closing prices 18  31 118  37 616  41 563  43 788  36 093 
Value of shares traded  37 985  34 159  43 446  51 766  30 099 
Value traded as a percentage of average capitalisation (%)  111  86  102  130  98 

Exchange rates used
Rand to euro
– average  16,10  13,73  14,07  11,43  10,38 
– closing  16,31  13,55  14,51  13,04  10,39 
Rand to US dollar
– average  14,51  11,44  10,38  8,84  7,75 
– closing  14,70  12,15  10,62  10,01  8,20 
Rand to British pound
– average  21,47  18,02  16,87  13,85  12,27 
– closing  19,58  19,11  18,11  15,22  12,87 
Rand to Nigerian naira
– average  0,07  0,06  0,06 
– closing  0,07  0,06  0,06 
Rand to Botswana pula
– average  1,34  1,20  1,17  1,09  1,05 
– closing  1,35  1,23  1,21  1,16  1,07 
Rand to Australian dollar
– average  10,56  9,54  9,52  9,06  7,99 
– closing  10,95  9,40  9,96  9,01  8,40 

Figures include continuing and discontinued operations.

*  2015 restated to reclassify interest-bearing supplier liabilities as accounts payable of R607 million.
**  Calculated on the new basis. See definitions on next page.

OUR PERFORMANCE > FIVE-YEAR REVIEW
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Definitions:

 1.  Free cash flow – calculated by adjusting the cash flow from operating activities to exclude the expansion capital expenditure on 
rental assets and deducting replacement capital expenditure on other assets.

 2.  Operating assets – all assets less loans receivable, taxation assets, cash and cash equivalents and assets of disposal groups and 
discontinued operations.

 3.  Operating liabilities – all liabilities less all interest-bearing borrowings, taxation liabilities and liabilities of disposal groups and 
discontinued operations.

 4.  Net working capital – consists of inventories, trade and other receivables, provisions for liabilities and other charges and trade and 
other payables.

 5.  Net interest-bearing debt – include total interest-bearing borrowings plus non-redeemable preference shares less cash resources.

 6.  Revenue to average net operating assets (times) – calculated by dividing revenue with average net operating assets.

 7.  Revenue relating to sales of goods to average inventory (times) – revenue relating to sales of goods divided by average inventory.

 8.  Operating profit to average net operating assets (%) – operating profit per the statement of profit or loss divided by average net 
operating assets.

 9.  Operating margin (%) – operating profit per the statement of profit or loss divided by revenue.

10.  Return on average ordinary shareholders’ interest (%) – net profit attributable to owners of Imperial divided by average 
shareholders’ interest (calculated by using the opening and closing balances) attributable to Imperial Holdings’ shareholders.

11.  Return on invested capital (%) – return divided by invested capital. Return is calculated by reducing the operating profit by a 
blended tax rate, which is an average of the actual tax rates applicable in the various jurisdictions in which we operate, plus 
income from associates. Invested capital is a 12-month average of shareholders’ equity plus non-controlling interests, plus 
preference shares plus net interest-bearing debt (interest-bearing borrowings long-term and short-term minus long-term loans 
receivable minus non-financial services, cash and cash equivalents).

12.  Weighted average cost capital (%) – calculated by multiplying the cost of each capital component by its proportional weight and 
then summing, therefore: WACC = (after tax cost of debt % multiplied by average debt weighting) + (cost of equity multiplied by 
average equity weighting).

13.  Free cash flow to headline earnings ratio – free cash flow divided by headline earnings.

14.  Total taxes and levies paid – made up of South African normal taxation, secondary taxation on companies, foreign taxation, rates 
and taxes, skills development and unemployment insurance fund levies.

15. Earnings yield (%) – the headline earnings per share divided by the closing price of a share.

16. Price earnings ratio (times) – the closing price of a share divided by the headline earnings per share.

17.  Net asset value per share – equity attributable to owners of Imperial divided by total ordinary and preferred ordinary shares in 
issue net of shares repurchased (the deferred ordinary shares only participate to the extent of their par value of 0,04 cents).

18.  Total market capitalisation at closing prices (Rm) – total ordinary shares in issue before treasury shares multiplied by the closing 
price per share.
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 VALUE-ADDED STATEMENT 
for the year ended 30 June 2016

2016
Rm %

2015
Rm %

Revenue 118 849 110 487
Paid to suppliers for materials and services 92 887 86 085

Total wealth created 25 962  24 402

Wealth distribution
Salaries, wages and other benefits (note 1) 16 981 65 15 647 64
Providers of capital 3 349 12 2 974 12

– Net financing costs 1 440 6 1 194 5
– Dividends, share buybacks and cancellations 1 572 6 1 527 6
– Dividends to non-controlling interests 337 1 253 1

Government (note 2) 1 825 7 1 495 6
Reinvested in the group to maintain and develop operations 3 807 15 4 286 18

– Depreciation, amortisation, impairments and recoupments 3 119 2 906 
– Future expansion 688 1 380 

25 962 100 24 402 100

Value-added ratios 
– Number of employees total 51 256 51 361 
– Revenue per employee (000) 2 319 2 151 
– Wealth created per employee (000) 507 475 

Notes
1 Salaries, wages and other benefits 
 Salaries, wages, overtime, commissions, bonuses, allowances 15 423  14 249 
 Employer contributions 1 558  1 398 

16 981  15 647 

2  Central and local governments
 South African normal taxation 1 146  930 
 Withholding and secondary tax on companies 9  17 
 Foreign tax 381  277 
 Rates and taxes 98  86 
 Skills development levy 79  83 
 Unemployment Insurance Fund 85  80 
 Carbon emissions tax 27  22 

1 825  1 495 


