





Accounting policies
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MINORITY INTEREST

Minority interest is valued at the minorities” portion of

the acquirer’s identifiable assets, liabilities and contingent
liabilities at the acquisition date plus the minorities” portion
of post-acquisition reserves.

Minority interest is included in equity on the balance sheet
and is also reconciled in the statement of changes in equity.

The group applies a policy of treating transactions with
minority interests as transactions with parties external to
the group.

FOREIGN CURRENCIES

a) Functional and presentation currency

Items included in the financial statements of each of

the group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (“the functional currency”). The consolidated
financial statements are presented in South African Rands
- ZAR, which is the company’s functional and the group’s
presentation currency.

b) Transactions and balances

Transactions denominated in foreign currencies are translated
into the functional currency at the rate of exchange ruling
at the transaction date. Foreign exchange gains and losses
resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in the income statement, except when deferred
in equity as a qualifying cash flow hedge. Monetary items
denominated in foreign currencies are translated at the rate
of exchange ruling at the balance sheet date.

INTANGIBLES

a) Goodwill

Goodwill represents the excess of the cost of an acquisition
over the fair value of the group’s share of the net

identifiable assets of the acquired subsidiary /associate

at the date of acquisition. Goodwill on acquisitions of
subsidiaries is included in “intangible assets”. Goodwill

on acquisitions of associates is included in “investments

in associates” and is tested for impairment as part of

the overall balance. Separately recognised goodwill is
tested annually for impairment and carried at cost less
accumulated impairment losses. Impairment losses on
goodwill are not reversed. Gains and losses on the disposal
of an entity include the carrying amount of goodwill relating
to the entity sold. Goodwill is allocated to cash-generating
units for the purpose of impairment testing. The allocation
is made to those cash-generating units or groups of cash-
generating units that are expected to benefit from the
business combination in which the goodwill arose.

b) Trademarks and licences

Trademarks and licences are shown at historical cost

less accumulated amortisation and impairment losses.
Amortisation is charged to the income statement on a
straight-line basis over their expected useful lives unless such
lives are indefinite. Where the useful life of an intangible
asset is assessed as indefinite, the intangible asset is not
amortised, but is tested annually for impairment.

Local and foreign licences are amortised over the terms of
the agreements.

The estimated useful lives for trademarks and licences are
as follows:

- Trademarks 15 years

- Licences 5-15 years

¢) Customer relationships

Customer relationships arising on the acquisition of
Automould (Pty) Ltd are carried at historical cost less
amortisation and impairment losses. Amortisation is
charged to the income statement on a straight line basis
over the following estimated useful lives:
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- Key customer relationships 10 years
- Non-key customer relationships 5 years
d) Brands

Brands consists of the Automould (Pty) Ltd brand name.
Brands are carried at historical costs less amortisation and
impairment losses. Amortisation is charged to the income
statement on a straight line basis over the useful life of the
asset of 25 years.

Subsequent expenditure on acquired intangible assets is
capitalised only when it increases the future economic
benefits embodied in the specific asset to which it relates.

PROPERTY, PLANT AND EQUIPMENT

a) Owned assets

Land is not depreciated. Depreciation on other assets is
calculated using the straight-line method to reduce their
cost to their residual values over their estimated useful lives
as follows:

Buildings 2%

5% -33%

Motor vehicles 10% - 25%
Computers 33%
Leasehold improvements 2%

Plant and machinery

All other property, plant and equipment is stated

at historical cost less accumulated depreciation and
impairment losses. Historical cost includes expenditure that
is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
I amount or recognised as a separate asset, as appropriate,

only when it is probable that future economic benefits

48 associated with the item will flow to the group and the cost
of the item can be measured reliably. All other repairs and
maintenance are charged to the income statement during

. the financial period in which they are incurred.

Where parts of an item of property, plant and equipment
have different useful lives, they are accounted for as
separate items of property, plant and equipment. Residual
values and useful lives of all assets are reassessed annually.
In addition, depreciation of an item of property, plant and
equipment is to begin when it is available for use and
ceases at the earlier of the date it is classified as held for
sale or the date that it is derecognised upon disposal.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount. Gains and losses

on disposals are determined by comparing the proceeds

with the carrying amount and are recognised within “other
operating income and expenses” in the income statement.

b) Assets held under finance leases

Assets leased in terms of finance lease agreements are
capitalised. These assets are depreciated on the straight-

line basis to estimated residual value at rates considered
appropriate to reduce book values over the shorter of the
duration of the lease agreements or useful life. Finance

costs are charged to operating profit over the period of the
lease. Finance leases are capitalised at the estimated present
value of the underlying lease payments. Each lease payment
is allocated between the liability and the finance charge

50 as to achieve a constant rate on the finance balance
outstanding.

LEASES

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged to the income statement on a straight-
line basis over the period of the lease.

IMPAIRMENT OF NON-FINANCIAL ASSETS
Assets that have an indefinite useful life, for example
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goodwill, are not subject to amortisation and are tested
annually for impairment. The group periodically evaluates
the carrying value of property, plant and equipment and
intangible assets, when events and circumstances warrant
such a review. The carrying value of an asset is considered
to be impaired when the recoverable amount of such an
asset is less than its carrying value.

In that event, a loss is recognised based on the amount
by which the carrying value exceeds the recoverable
amount.

The recoverable amount is the higher of an asset’s fair
value less costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows
(cash-generating units).

In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of
time value of money and the risks specific to the asset.

Fair value less costs to sell is the amount obtainable from
the sale of an asset in an arm’s-length transaction between
knowledgeable willing parties, less the costs of disposal.

Where it is not possible to estimate the recoverable amount
of an individual asset, the group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs.

Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.

INVENTORY
Inventory is stated at the lower of cost or net realisable
value, due account being taken of possible obsolescence.

Cost is determined on the first-in first-out method. The cost
of finished goods and work in progress comprises design
costs, raw materials, direct labour, other direct costs and
related production overheads (based on normal operating
capacity).

Borrowing costs are excluded as manufactured inventories
are not considered to be qualifying assets. Net realisable
value is the estimated selling price in the ordinary course of
business, less applicable variable selling prices.

CURRENT AND DEFERRED TAX

The current income tax charge is calculated on the basis

of the tax laws enacted or substantively enacted at the
balance sheet date. Management periodically evaluates
positions taken in tax returns with respect to situations in
which applicable tax regulations are subject to interpretation
and establishes provisions where appropriate on the basis
of amounts expected to be paid to the tax authorities.

Deferred tax is provided using the balance sheet liability
method on all temporary differences between the carrying
amounts of assets and liabilities.

However, deferred tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of

the transaction affects neither the accounting or taxable
profit or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected

to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled. The
effect on deferred tax of any changes in taxation rates is
charged to the income statement except to the extent
that it relates to items previously charged or credited
directly to equity. Deferred tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except where the group controls the timing of
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the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

The tax value of losses expected to be available for utilisation
against future taxable income is set off against the deferred
tax liability within the same legal taxation unit. Net deferred
tax assets are reduced to the extent that it is no longer
probable that the related taxation benefit will be realised.

PROVISIONS

Provisions are recognised when the group has a present
legal or constructive obligation as a result of past events,

it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation,
and a reliable estimate of the amount of the obligation can
be made. The group recognises the estimated liability on all
products still under warranty at the balance sheet date. This
provision is calculated based on service histories.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due

. to the passage of time is recognised as an interest expense.

TRADE PAYABLES

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest rate method.

REVENUE
. Revenue is recognised only when it is probable that the

50 economic benefits associated with a transaction will flow

to the group and the amount of revenue can be measured
reliably.

Revenue comprises the fair value of the consideration

received or receivable for the sale of goods and services
in the ordinary course of the group’s activities. Revenue

is shown net of value-added tax, estimated returns,
rebates and discounts and after inter-company sales have
been eliminated. A provision is made for the estimated
settlement discount at the time of sale.

Goods

Revenue represents the total value of net sales of
subsidiaries” products. Revenue from the sale of goods is
recognised when significant risks and rewards of ownership
of the goods are transferred to the buyer.

Dividends
Dividends are recognised when the right to receive
payment is established.

Interest
Interest is recognised on a time proportion basis that takes
account of the effective yield on the asset.

When a receivable is impaired, the group reduces the
carrying amount to its recoverable amount, being the
estimated future cash flow discounted at the original
effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest income
on impaired loans is recognised using the original effective
interest rate.

GOVERNMENT GRANTS AND INCENTIVES

Government grants and incentives, such as MIDP claims,
are not recognised until there is reasonable assurance
that the group has complied with the conditions attached
to it and that the grant will be received. Government
grants and incentives are included in other income in the
income statement and deferred over the period necessary
to match them with the costs that they are intended to
compensate.
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BASIC EARNINGS PER SHARE
Basic earnings per share is expressed in cents and is based
on the net profit attributable to ordinary shareholders

divided by the weighted average number of shares in issue.

FINANCIAL INSTRUMENTS

Financial instruments carried at the balance sheet date
include cash and bank balances, receivables, trade creditors
and borrowings. Financial assets are recognised when the
group has rights or other access to economic benefits. Such
assets consist of cash, a contractual right to receive cash or
another financial asset.

Financial liabilities are recognised when there is an
obligation to transfer benefits and that obligation is a
contractual liability to deliver cash or another financial asset
or to exchange financial instruments with another entity on
potentially unfavourable terms.

A) Derivative financial instruments

The group uses derivative financial instruments to manage
its exposure to foreign exchange risks arising from
operational, financing and investment activities. The group
does not hold or issue derivative financial instruments for
dealing purposes.

Derivative financial instruments are initially recognised at
fair value on the date a derivative contract is entered into
and are subsequently remeasured at their fair value.

The method of recognising the resulting gain or loss is
dependent on whether the derivative is designated as a
hedging instrument, and if so, the nature of the item being
hedged. The group designates certain derivatives as either:
1) hedges of the fair value of recognised assets or liabilities
or 3 firm commitment (fair value hedge); or

2) hedges of a particular risk associated with a recognised
asset or liability or a highly probable forecast transaction
(cash flow hedge).

The group documents at the inception of the transaction,
the relationship between hedging instruments and

hedged items, as well as its risk management objective
and strategy for undertaking various hedge transactions.
This process includes linking all derivatives designated as
hedges to specific assets and liabilities or to specific firm
commitments or forecast transactions. The group also
documents its assessment, both at the hedge inception and
on an ongoing basis, whether the derivatives that are used
in hedging transactions are highly effective in offsetting
changes in fair values or cash flows of hedged items.

The fair values of various derivative instruments used for
hedging purposes are disclosed in note 21. The full fair
value of a3 hedging derivative is classified as a non-current
asset or liability when the remaining maturity of the hedged
items is more than 12 months, and as a current asset or
liability when the remaining maturity of the hedged item is
less than 12 months. Trading derivatives are classified as a
current asset or liability.

(a) Fair value hedge

Changes in the fair value of derivatives that are designated
and qualify as fair value hedges are recorded in the income
statement, along with any changes in the fair value of the
hedged asset or liability that is attributable to the hedged risk.

When a hedging instrument expires or is sold, or when a
hedge no longer meets the criteria for hedge accounting
under 1AS 39, any cumulative gain or loss existing in equity
at the time remains in equity and is recognised when the
committed or forecasted transaction ultimately is recognised
in the income statement. When a committed or forecasted
transaction is no longer expected to occur, the cumulative
gain or loss that was reported in equity is immediately
transferred to the income statement.

Certain derivative transactions, while providing effective
economic hedges under the group’s risk management
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policies, do not qualify for hedge accounting under specific
rules in I1AS 39: “Financial Instruments - Recognition and
Measurement”. Changes in the fair value of any derivative
instruments that do not qualify for hedge accounting under
IAS 39 are recognised immediately in the income statement.

The fair values of forward exchange contracts used for
hedging purposes and movements on the hedging reserve in

The fair value of forward exchange contracts is determined
using forward exchange market rates at the balance sheet
date. Changes in the fair value of any of these derivative
instruments are recognised immediately in the income
statement within “other operating income and expenses”.

(b) cash flow hedge

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges is recognised in “other operating income”. The
gain or loss relating to the ineffective portion is recognised
immediately in the income statement within “other gains/
(losses) - net”.

Amounts accumulated in equity are reclassified to profit or
. loss in the periods when the hedged item affects profit or
loss (for example, when the forecast sale that is hedged
takes place). The gain or loss relating to the effective
portion of interest rate swaps hedging variable rate
borrowings is recognised in the income statement within
“finance costs”. The gain or loss relating to the ineffective
portion is recognised in the income statement within

I “other gains/(losses) - net”. However, when the forecast

transaction that is hedged results in the recognition of a
52 non-financial asset (for example, inventory or property,
plant and equipment), the gains and losses previously
deferred in equity are transferred from equity and included
in the initial measurement of the cost of the asset. The

shareholders’ equity are disclosed in the financial statements.

deferred amounts are ultimately recognised in cost of goods

sold in the case of inventory or in depreciation in the case
of property, plant and equipment.

When a hedging instrument expires or is sold, or when a
hedge no longer meets the criteria for hedge accounting,
any cumulative gain or loss existing in equity at that

time remains in equity and is recognised when the
forecast transaction is ultimately recognised in the income
statement. When a forecast transaction is no longer
expected to occur, the cumulative gain or loss that was
reported in equity is immediately transferred to the income
statement within “other gains/(losses) - net”.

Changes in the fair value of derivatives that are designated
and qualify as cash flow hedges and that are highly effective,
are recognised in equity. Where the forecasted transaction
or firm commitment results in the recognition of an asset
(for example, inventory, property, plant and equipment)

or of a liability, the gains and losses previously deferred in
equity are transferred from equity and included in the initial
measurement of the cost of the asset or liability. Otherwise,
amounts deferred in equity are transferred to the income
statement and classified as income or expense in the same
periods during which the hedged firmly committed or
forecasted transaction affects the income statement (for
example, when the forecasted sale takes place).

(B) Financial assets

The group classifies its financial assets in the following
categories: at fair value through profit or loss and loans
and receivables. The classification depends on the purpose
for which the financial assets were acquired. Management
determines the classification of its financial assets at initial
recognition.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit and loss are
“financial assets held for trading”. A financial asset is classified
in this category if acquired principally for the purpose of selling
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in the short term. Derivatives are also categorised as “held for
trading” unless they are designated as hedges. Assets in this
category are classified as current assets if they are either held
for trading or are expected to be realised within 12 months of
the balance sheet date. Refer note 21.

Loans and receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market. They are included in current
assets, except for maturities greater than 12 months after
the balance sheet date. These are classified as non-current
assets. Loans and receivables are classified as “trade and
other receivables” in the balance sheet (note 12), “short-
term loans - subsidiaries” (note 9) and “cash and cash
equivalents” (note 13).

Recognition and measurement

Reqular purchases and sales of financial assets are
recognised on trade-date - the date on which the group
commits to purchase or sell the asset. Financial assets are
initially recognised at fair value plus transaction costs for
all financial assets not carried at fair value through profit
or loss. Financial assets carried at fair value through profit
or loss are initially recognised at fair value and transaction
costs are expensed in the income statement. Financial
assets are derecognised when the rights to receive cash
flows from the investments have expired or have been
transferred and the group has transferred substantially all
risks and rewards of ownership. Financial assets at fair value
through profit or loss are subsequently carried at fair value.
Loans and receivables are carried at amortised cost using
the effective interest rate method.

Gains or losses arising from changes in the fair value of the
“financial assets at fair value through profit or loss” category,
including interest and dividend income, are presented in

the income statement within “other operating income and
expenses”, in the period in which they arise.

Impairment of financial assets

The group assesses at each balance sheet date whether
there is objective evidence that a financial asset or group of
financial assets is impaired.

A financial asset or a group of financial assets is impaired
and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events
that occurred after the initial recognition of the asset (a
“loss event”) and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

The criteria that the group uses to determine that there is

objective evidence of an impairment loss include:

- Significant financial difficulty of the issuer or obligor;

- A breach of contract, such as a default or delinquency in
interest or principal payments;

- The group, for economic or legal reasons relating to the
borrower’s financial difficulty, granting to the borrower a
concession that the lender would not otherwise consider;

- It becomes probable that the borrower will enter
bankruptcy or other financial reorganisation;

- The disappearance of an active market for that financial
asset because of financial difficulties; or

- Observable data indicating that there is a measurable
decrease in the estimated future cash flows from a
portfolio of financial assets since the initial recognition
of those assets, although the decrease cannot yet be
identified with the individual financial assets in the
portfolio, including:

(i) Adverse changes in the payment status of borrowers
in the portfolio; and

(i) National or local economic conditions that correlate
with defaults on the assets in the portfolio.

The group first assesses whether objective evidence of
impairment exists.
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The amount of the loss is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at
the financial asset’s original effective interest rate. The
carrying amount of the asset is reduced and the amount
of the loss is recognised in the income statement. If a loan
has a variable interest rate, the discount rate for measuring
any impairment loss is the current effective interest rate
determined under the contract. As 3 practical expedient,
the group may measure impairment on the basis of an
instrument’s fair value using an observable market price.

If, in 3 subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised
(such as an improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss is
recognised in the income statement. Impairment losses
recognised in the income statement on equity instruments
are not reversed through the income statement. Impairment
testing of trade receivables is described in the accounting
policy note on trade receivables.

TRADE RECEIVABLES
. Trade receivables are recognised initially at fair value
and subsequently measured at amortised cost using

the effective interest rate method, less provision for
impairment. A provision for impairment of trade receivables
is established when there is objective evidence that the
group will not collect the amount as per the original terms
of receivables. The amount of the provision is the difference

between the asset’s carrying value and the present value of
. future cash flows, discounted at the effective interest rate.
54 Significant financial difficulties of the debtor, probability that
the debtor will enter bankruptcy or financial reorganisation,
and default or delinquency in payments are considered
indicators that the trade receivables are impaired. The
amount of the provision is recognised in the income

statement. The carrying amount of the asset is reduced
through the use of an allowance account. The amount of
the loss is recognised in the income statement. When a
trade receivable is uncollectible, it is written off against
the allowance account for trade receivables. Subsequent
recoveries of amounts previously written off are credited in
the income statement.

CASH AND CASH EQUIVALENTS
(Cash and cash equivalents are carried in the balance sheet
at face value.

(Cash and cash equivalents comprise cash on hand, deposits
held on call with banks and other short-term, highly liquid
investments with original maturities of three months or
less, all of which are available for use by the group unless
otherwise stated.

Bank overdrafts are included within borrowings in current
liabilities on the balance sheet.

BORROWINGS

Borrowings are recognised initially at fair value, net

of transaction costs incurred. In subsequent periods,
borrowings are stated at amortised cost using the effective
interest rate method; any difference between proceeds (net
of transaction costs) and the redemption value is recognised
in the income statement over the period of the borrowing.
Borrowing costs are expensed unless capitalised as part of
the cost of a qualifying asset.

Preference shares, which are mandatorily redeemable on
a specific date, are classified as liabilities. The dividends
on these preference shares are recognised in the income
statement as interest expense.

Borrowings are classified as current liabilities unless the
group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.
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EMPLOYEE BENEFITS

Short-term employee benefits

Employee entitlements to annual leave and long-service
leave are recognised when they accrue to employees. An
accrual is made for the estimated liability for annual leave
and long-service leave as a result of services rendered by
employees up to the balance sheet date.

Retirement benefits

A defined contribution plan is a pension plan under which
the group pays fixed contributions into a separate entity. The
group has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets to
pay all employees the benefits relating to employee service
in the current and prior periods. A defined benefit plan

is a pension plan that is not a defined contribution plan.
Typically, defined benefit plans define an amount of pension
benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of
service and compensation.

The group operates a group defined benefit plan and a
number of defined contribution plans, the assets of which are
generally held in separate trustee-administered funds. The
plans are generally funded by payments from employees
and by the relevant group companies taking account of the
recommendations of independent qualified actuaries.

Defined benefit obligation

The liability or asset recognised in the balance sheet in
respect of defined benefit pension plans is the present value
of the defined benefit obligation at the balance sheet date
less the fair value of plan assets.

The defined benefit obligation is calculated annually by
independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation
is determined by discounting the estimated future cash
outflows using interest rates of government bonds that are

denominated in the currency in which the benefits will be
paid and that have terms to maturity approximating to the
terms of the related pension liability.

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions

are charged or credited to equity in the statement of
comprehensive income in the period in which they arise.

Past-service costs are recognised immediately in income,
unless the changes to the pension plan are conditional on
the employees remaining in service for a specified period
of time (the vesting period). In this case, the past-service
costs are amortised on a straight-line basis over the
vesting period.

Defined contribution plans

For defined contribution plans, the group pays contributions
to privately administered pension insurance plans on a
mandatory, contractual or voluntary basis. The group has

no further payment obligations once the contributions have
been paid. The contributions are recognised as an employee
benefit expense when they are due. Prepaid contributions
are recognised as an asset to the extent that a cash refund
or a reduction in the future payments is available.

Other post-employment obligations

Some group companies provided post-employment health
care benefits to their retirees until 31 December 1996.
Employees who joined the group after 1 January 1997

do not receive this benefit. The entitlement to post-
retirement health care benefits is based on the employee
remaining in service up to retirement age and electing

to participate in the scheme. The expected costs of these
benefits are accrued over the period of employment, using
a methodology similar to that for defined benefit pension
plans. Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions

are charged or credited to equity in the statement of
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comprehensive income in the period in which they
arise. Valuations of these obligations are carried out by
independent qualified actuaries.

Share-based payment transactions
The group operates an equity-settled as well as cash-settled
share-based payment compensation plan.

The fair value of share options, share appreciation rights
and deferred delivery shares granted to group directors and
senior executives are recognised as an employee expense
with a corresponding increase in equity or liabilities. The
liabilities are fair valued at every reporting date. The fair
value is measured at grant date and expensed over the
period during which the employee becomes unconditionally
entitled to the equity instruments. The fair value of the
instruments granted is measured using generally accepted
valuation techniques, taking into account the terms

and conditions upon which the instruments are granted
excluding the impact of non-market vesting conditions. The
accounting policy has been applied to all equity instruments
granted after 7 November 2002 that had not yet vested at
1 January 2004, the date of transition to IFRS.

Non-market vesting conditions are included in assumptions
. about the number of options that are expected to become

exercisable. At each balance sheet date, the entity revises
its estimates of the number of options that are expected to
become exercisable. It recognises the impact of the revision
of original estimates, if any, for equity-settled share-based
payment in the income statement, with a corresponding
adjustment to equity.

SHARE CAPITAL
Ordinary shares are classified as equity. Mandatorily
redeemable preference shares are classified as liabilities.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction,

net of tax, from the proceeds. Incremental costs directly
attributable to the issue of new shares or options, or for
the acquisition of a business, are included in the cost of
acquisition as part of the purchase consideration.

Where a group company purchases the company’s equity
share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs (net of
income taxes) is deducted from equity attributable to the
company’s equity holders until the shares are cancelled,
reissued or disposed of. Where such shares are subsequently
sold or reissued, any consideration received, net of any
directly attributable incremental transaction costs and the
related income tax effects, is included in equity attributable
to the company’s equity holders.

DIVIDENDS PAYABLE

Dividends payable and Secondary Tax on Companies
pertaining thereto are recognised in the period in which
such dividends are declared.
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Income statements
For the year ended 31 December 2009

GROUP COMPANY
2009 2008 2009 2008
Notes R’000 R'000 R’000 R'000
Revenue 1 3342053 4180398
Cost of sales (2807 100) (3 496 203)
Gross profit 534 953 684195
Other operating income 3 109 711 45139 88719 94 306
Distribution costs (108 390) (102 201)
Administrative expenses (315511) (340 620)
Impairment of assets 7,8,9 (47 082) (122590) (84 423) (151689)
Other operating expenses (31 764) (69584)  (36932) (446)
Operating profit 141917 94339  (32636) (57 829)
Interest income 2 13 243 14 767
Interest expense 2 (37360)  (51385)
Share of results of associates 10 419 17 056
Profit/(loss) before taxation 3 118 219 74 777 (32 636) (57 829)
Taxation 4 (55023) (71859) (6 101)
Profit/(loss) for the year 63 196 2918 (32 636) (63 930)
Attributable to:
Equity holders of the company 52210 (13 080) (32 636) (63 930)
Minority interest 10 986 15998
63 196 2918 (32636) (63 930)
Earnings per share
Basic earnings per share (cents) 5 37 9)
Diluted earnings per share
Basic earnings per share (cents) 5 37 9)
Dividend per share (cents) 6 40
. Number of shares in issue ("000) 14 152 532 152 532




Balance sheets
As at 31 December 2009

GROUP COMPANY
2009 2008 2009 2008

Notes R’000 R'000 R’000 R'000
ASSETS
Non-Current Assets 762 485 842 608 368 507 459 778
Property, plant and equipment 7 657 892 714 001
Intangible assets 8 29 514 40 254
Interest in subsidiaries 9 364 669 455940
Investment in associates 10 20 147 40 423 3 838 3838
Defined benefit asset 24 19 962
Deferred taxation 17 34 970 47 930
Current Assets 1238232 1290793 154 309 59 224
Inventory 11 518 091 769 013
Trade and other receivables 12 428 076 398 181 9015
Taxation 9 700
Short-term loans - subsidiaries 9 154 309 50 209
Derivative financial assets 21.5 160 274
Cash and cash equivalents 13 282 205 123 325
Total Assets 2000717 2 133 401 522 816 519 002
EQUITY AND LIABILITIES
Capital and Reserves 1087249 1020074 486 204 518 840
Share capital and premium 14 42 876 42 876 42 876 42 876
Treasury shares 14 (124 289) (124 532)
Share-based payment reserve 3389 3389 3 345 3345
Non-distributable reserves 15 16 309 36 585
Retained earnings 1148964 1061756 439 983 472 619
Ordinary shareholders equity 1087249 1020074 486 204 518 840
Minority interest 96 772 93 590
Total Equity 1184021 1113664 486 204 518 840
Non-Current Liabilities 157 241 298 545
Borrowings 16 54 217 178 434
Post-employment medical benefits 24 19 246 17 810
Defined benefit liability 24 11085
Deferred taxation 17 83778 91216
Current Liabilities 659 455 721192 36 612 162
Trade and other payables 18 441784 538 279 162 162
Borrowings 16 97 298 20 817
Taxation 5552
Provisions for liabilities and charges 19 60 876 51418 36 450
Dividends payable 151
Bank overdrafts 13 49 662 104 975
Derivative financial liability 21.5 9 835
Total Liabilities 816 696 1019737 36 612 162
Total Equity and Liabilities 2000717 2 133 401 522 816 519 002
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Statements of comprehensive income
For the year ended 31 December 2009

GROUP COMPANY
2009 2008 2009 2008
Notes R’000 R'000 R’000 R'000
Profit/(loss) for the year 63 196 2918 (32 636) (63 930)
Other comprehensive income:
Actuarial gains/(losses) recognised
directly in equity
Gross 24 21118 (30 308)
Deferred tax 17 (5910) 8 486
Net other comprehensive income 15 208 (21 822)
Total comprehensive income for the year 78 404 (18 904) (32 636) (63 930)
Attributable to:
Equity holders of the company 66 932 (32566)  (32636) (63 930)
Minority interest 11 472 13 662
78 404 (18904)  (32636) (63 930)




Statements of changes in equity

Group
Attributable
Share Share- Non- to equity
capital based  distri- holders
and Treasury payment butable Retained of the Minority Total
premium shares reserve reserve  earnings company interest equity
R’000 R’000 R’000 R’000 R’000 R’000 R'000 R’000
Year ended 31 December 2009
Balance as at 1 January 2009 42 876 (124532) 3389 36585 1061756 1020 074 93590 1113664
Net profit for the year 52210 52210 10986 63 196
Other comprehensive income:
Actuarial gains 14722 14722 486 15 208
Total comprehensive income
for the year 66 932 66932 11472 78 404
Net movement in treasury shares 243 243 243
Transfer of associate profit
and dividend (20 276) 20 276
Dividend (8290)  (8290)

Balance as at 31 December 2009 42 876 (124 289) 3389 16309 1148964 1087 249 96 772 1184 021

Year ended 31 December 2008

Balance as at 1 January 2008 42 876 (131 813) 3074 25139 1161561 1100 837 89295 1190132
Net (loss)/profit for the year (13 080) (13080) 15998 2918
Other comprehensive income:
Actuarial losses (19 486) (19 486) (2 336) (21 822)
Total comprehensive income
for the year (32 566) (32566) 13662 (18 904)
Employee share option scheme:

- Value of service provided 315 315 80 395
Net movement in treasury shares 7 281 7 281 7 281

Transfer of associate profit
and dividend

Dividend (55 793) (55793)  (9447) (65 240)
Balance as at 31 December 2008 42 876 (124 532) 3389 36585 1061756 1020074 93590 1113 664

11446 (11 446)
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Statements of changes in equity

Company
Share- Attributable to
Share based equity holders
capital and payment Retained of the Total
premium reserve earnings company equity
R’000 R’000 R’000 R’000 R’000
Year ended 31 December 2009
Balance as at 1 January 2009 42 876 3345 472619 518840 518 840
Net loss for the year (32 636) (32636) (32636)
Total comprehensive income
P (32 636) (32 636) (32 636)
for the year
Balance as at 31 December 2009 42 876 3345 439983 486 204 486 204
Year ended 31 December 2008
Balance as at 1 January 2008 42 876 3030 597562 643 468 643 468
Net loss for the year (63 930) (63 930) (63 930)
Total comprehensive income
(63 930) (63930) (63 930)
for the year
Employee share option scheme:
- Value of service provided 315 315 315
Dividend (61013) (61013)  (61013)
Balance as at 31 December 2008 42 876 3345 472619 518 840 518 840




Statements of cash flows
For the year ended 31 December 2009

GROUP COMPANY
2009 2008 2009 2008
Notes R’000 R'000 R’000 R'000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from/(utilised in) operations 20.1 413 255 368 806 8533 (9 116)
Finance charges (37 360) (51 385)
Taxation paid 20.2 (70 663) (96 970) (6 101)
Dividends paid 203 (8 441) (65 089) (61013)
Dividend income from associate 20 695
Net cash inflow/(outflow) from operating activities 317 486 155 362 8 533 (76 230)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment (111 503) (176 860)
Acquisition of intangible assets (4 653) (2 759)
Acquisition of subsidiary 282 (54 164)
Acquisition of business 28.1 (41 992)
Increase in interest in associate (1015) (1 045)
Decrease in interest in subsidiaries excluding
impairment (97 252) (17 031)
Investment income 13 243 14767 88 719 94 306
Proc_eeds on disposal of property, plant and 55 11 048
equipment
Net cash (outflow)/inflow from investing activities (80 800) (250 975) (8 533) 76 230
CASH FLOWS FROM FINANCING ACTIVITIES
Long-term loans raised 196 78 805
Long-term loans repaid (24 413) (22 296)
Short-term loans raised 1481 8852
Decrease in treasury shares 243 7281
Net cash (outflow)/inflow from financing activities (22 493) 72 642
Net increase/(decrease) in cash and cash
_ 214193 (22 971)
equivalents
(Cash and cash equivalents at beginning of the year 18 350 41321
(Cash and cash equivalents at end of the year 13 232 543 18 350
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Notes to the annual financial statements

1. SEGMENTAL REVIEW
for the year ended 31 December 2009
Local
Original Segment % After Segment %

Segment %

equipment of revenue market of revenue Non-auto of revenue Total
Revenue 2 029 137 61 748 355 22 323 168 10 3100 660
(Loss)/prafit before
interest and tax (59 438) 105 267 61918 107 747
for the year ended 31 December 2008
Revenue 2763 236 66 639 668 15 484 434 12 3887338
Profit before interest
and tax 12 889 27 825 60 373 101 087
for the year ended 31 December 2009
Direct exports
Original Segment % After Segment % Segment %
equipment of revenue market of revenue Non-auto of revenue Total
Revenue 73 494 2 111 833 3 56 066 2 241 393
Profit/(loss) before
interest and tax 9 352 6 035 (297) 15 090
for the year ended 31 December 2008
Revenue 99 996 2 141 031 4 52 033 1 293 060
(Loss)/profit before
interest and tax (8 762) 18 730 5243 15 211
for the year ended 31 December 2009
Local  Direct exports Reconciling Grand
Total Total items® Total
Revenue 3 100 660 241393 3342 053
. Profit before interest and tax 107 747 15 090 19 499 142 336
Net finance costs (24 117)
Profit before tax 118 219
Included in the above:
- Depreciation and amortisation (108 468)
- Impairment charges (47 082)
for the year ended 31 December 2008
Revenue 3 887 338 293 060 4180 398
. Profit/(loss) before interest and tax 101 087 15 211 (4 903) 111395
Net finance costs (36 618)
64 Profit before tax 74 777
Included in the above:
. - Depreciation and amortisation (109 557)
- Impairment charges (122 590)

* Reconciling items relate to head office companies.




Notes to the annual financial statements

continued

SEGMENT INFORMATION

Management has determined the operating segments
based on the reports reviewed by the board which makes
the strategic decisions of the group. The group has a
number of products. In order to determine operating

and reportable segments, management reviewed

various factors, including geographical location as well as
managerial structure.

After applying quantitative thresholds from IFRS 8, the
reportable segments were determined as:

Local

- Original equipment
- Aftermarket

- Non-auto

Direct export

- Original equipment
- Aftermarket

- Non-auto

Management has determined that the operating segments
are sufficiently aggregated. The reportable segments
reported in the annual report are identical to the operating
segments identified.

The information provided to the board do not include
reqular measures of segment assets. IFRS 8 has been
amended so that the measure of the segment assets is only
required to be disclosed if the measure is reqularly provided

to the chief operating decision-maker. The amendment is
effective for the periods beginning on or after 1 January
2010. The group has early-adopted this amendment.

The board assesses the performance of these operating
segments based on earnings before interest and tax, which
include depreciation, amortisation as well as impairment
charges.

- Refer note 8 for details of impairment of goodwill on
Automould (Pty) Ltd in the original equipment segment
in 2009.

- Refer note 7 for the details of the impairment of property,
plant and equipment of Hesto Harnesses (Pty) Ltd and
Alfred Teves Brake Systems (Pty) Ltd in the original
equipment segment in 2009.

There has been no further impact on the measurement of
the company’s assets and liabilities.

The revenue from external parties reported to the board is
measured in a manner consistent with that in the income
statement. Revenues from external customers are derived
from sales of parts and equipment for original equipment,
aftermarket and non-auto for local and export purposes. The
breakdown of such segments are provided above.

Major customers
43% of total revenue results from sales to a single external
customer.




Notes to the annual financial statements

continued
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
2. NET FINANCE
Interest income:
On bank deposits 13 243 14 767
13 243 14 767
Interest expense:
Bank borrowings (25121) (38 609)
Finance leases (5 025) (5 116)
Preference share dividends (7 214) (7 660)
(37360)  (51385)
Net finance expense (24117) (36 618)
3. PROFIT/(LOSS) BEFORE TAXATION
Profit/(loss) before taxation is stated after taking into account the
following:
Other operating income
- Dividends from subsidiaries (unlisted) 68 024 94 306
- Dividends from associates (unlisted) 20 695
- Management and committee fees received 4975
- Government grants 2 834 7171
- Cash discounts received 2 186 5184
- Profit on tooling and scrap sales 11 089 20 623
- Bad debts recovered 20 237
- Rent received 1003 882
- Other financial assets at fair value through profit or loss
- Fair value losses (3763)
- Fair value gains 13 047 274
. - Rebates refunds and allowances 1435 5326
- Pension fund 1580
- Pension fund settlement 8616
- Gain on derecognition of financial liability 25 000
- Foreign exchange price recovery 12 336
- Other 9 136 5679
109 711 45 139 88 719 94 306
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Notes to the annual financial statements

continued
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R'000 R'000
3. PROFIT/(LOSS) BEFORE TAXATION (continued)

Expenses by nature

Auditors’ remuneration

- Audit fees 6383 4158 7

- Expenses 65 20

- Non-audit assurance fees 609 621

- Non-audit non-assurance fees 284

Commission paid 1384 2379

Impairment of investment in subsidiaries 84423 151689

Depreciation and amortisation (Notes 7 and 8) 108 468 109 557

Impairment of assets (Notes 7 and 8) 47 082 122 590

Loss/(profit) on disposal of property, plant and equipment 5342 (2 329)

Operating lease charges

- Property 14 189 12 884

- Plant and equipment 14135 7174

Bad debt write-off 9 224 18 792

Managerial and technical service fees paid to outside parties 10 452 5736

Foreign exchange losses 8134 30 771

Distribution costs 108 390 102 201

Changes in inventories of finished goods (41 282) (9978)

Raw materials, consumables used and other overheads 2251322 2879664 36789 131

Employee benefit expense 765 666 846 958 136 315

Total cost of sales, distribution costs and other operating and

o 3309847 4131198 121355 152135
administrative expenses
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Notes to the annual financial statements

continued
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
3. PROFIT/(LOSS) BEFORE TAXATION (continued)
Employee benefit expense
- Wages and salaries 679 079 751 465 136
- Share-based payment expenses (5271) 11005 315
- Termination benefits 10 868 1112
- Social security costs 28 119 27 986
- Pension costs
- Defined contribution plans 35728 31953
- Defined benefit plans 14703 19 872
- Pension fund liability cost 2 067
- Other post-employment benefits 2 440 1498
765 666 846 958 136 315
Number of persons employed by the group at the end of the year:
- Hourly 4 057 5758
- Monthly 1282 1430
5339 7188
Directors’ emoluments
- Executive directors
- Salaries and allowances 3675 3496
- Other benefits 431 1449
4106 4945
- Paid by subsidiary companies (4 106) (4 945)
- Non-executive directors 197 230
- Fees 1361 1011
- Paid by subsidiary company (1164) (781)
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Notes to the annual financial statements
continued

. PROFIT/(LOSS) BEFORE TAXATION (continued)

COMPANY
2009
Directors” emoluments (continued) RS Broadley L Soanes AD Plummer (TLoock  BM Jacobs™
R’000 R’000 R’000 R’000 R’000

- Executive directors
- Salaries and allowances 2287 1388
- Pension and provident fund

contributions 248 148
- Company contributions 34 1
2569 1537
- Paid by subsidiary companies (2 569) (1537)
- Non-executive directors 2 2 181
- Fees 165 150 181
- Paid by subsidiary company (163) (148)
B Molotlegi GMC Ryan’ A Joffe” OME Pooe™ A Galiel™ )G Best™™
R’000 R’000 R’000 R’000 R’000 R’000
- Non-executive directors 2 2 2 2 2 2
- Fees 120 120 150 120 180 175
- Paid by subsidiary company (1138) (118) (148) (118) (178) (173)
2008
RS Broadley L Soanes AD Plummer (T Loock  Clj vd Merwe  BM Jacobs™™
R'000 R'000 R'000 R'000 R'000 R'000
- Executive directors
- Salaries and allowances 2107 1275 116
- Performance bonuses 693 325
- Pen5|lon gnd provident fund 226 135 -
contributions
- Company contributions 31 25
- Gain on the exercise of share 164
options
3057 1924 128
- Paid by subsidiary companies (3 057) (1924) (128)
- Non-executive directors 2 2 214
- Fees 120 110 214

- Paid by subsidiary company (118) (108)
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Notes to the annual financial statements

continued
3. PROFIT/(LOSS) BEFORE TAXATION (continued)
COMPANY
2008
B Molotlegi  GMC Ryan” A Joffe”  OME Pooe” LM Ndala™ A Galiel™™
R'000 R’000 R'000 R'000 R'000 R'000
- Non-executive directors 2 2 2 2 2 2
- Fees 90 110 110 90 53 114
- Paid by subsidiary company (88) (108) (108) (88) (51) (112)
* Paid to Coronation Capital Ltd
“* Paid to Royal Bafokeng Management Services (Pty) Ltd
etired November 2008
" Appointed December 2008
Appointed July 2008
Appointed February 2009
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
4, TAXATION
South African normal taxation 54 194 64 811
Current:
- this year 56 335 90 430
- prior years (1753) 212
Deferred:
- this year (388) (23 332)
- rate change (2 499)
Secondary taxation on companies 829 7 048 6101
55023 71 859 6 101
% % % %
Reconciliation of taxation rate:
Standard rate 28 28 28 28
Effect of change in tax rate (3)
Secondary taxation on companies 0,7 9 11
Exempt income and non-deductible expenses™ 18,3 62 (28) (28)
Effective rate 47 96 11
Calculated deferred tax on losses of subsidiaries 122 944 31345
Utilised to offset deferred taxation (12 004) (17 010)
- Assessable tax losses available for offset against future taxable income 110 940 14 335

* Primarily impairment charges



Notes to the annual financial statements
continued

GROUP
2009 2008
5. EARNINGS PER SHARE
Basic earnings per share represent the income in cents attributable
to each equity share, based on the group’s net income from ordinary
activities divided by the weighted average number of shares in issue
excluding treasury shares. 37 (9)
Headline earnings per share represent the income in cents
attributable to each equity share, based on the group’s net income
from ordinary activities, excluding significant non-operating items,
divided by the weighted average number of shares in issue excluding
treasury shares. 67 74
Diluted earnings per share
No diluted earnings per share is reflected for 2008 and 2009. Share
options in terms of the Metair Share Trust are anti-dilutive.
GROUP

Reconciliation between earnings and headline earnings Earnings Per share  Earnings  Per share

2009 2009 2008 2008

R'000 cents R'000 cents
Earnings per share
Net profit/(loss) attributable to ordinary shareholders 52210 37 (13 080) 9)
Loss/(profit) on disposal of property, plant and equipment 5342 4 (2 329) (2)
Impairment charges 47 082 33 122 590 86
Tax effect (5 620) (4) (2 051) (1)
Impairment charge attributable to minority shareholders (3 628) 3)
Headline earnings 95 386 67 105 130 74
Weighted average number of shares in issue (‘000) 142 352 141 707

GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
6. DIVIDENDS
Declared and paid:
0 cents per share (2008: 40 cents per share) 55793 61013
55793 61013

No dividend was declared in respect of the 2008 financial year. A dividend of 15 cents per share was declared on
17 March 2010 in respect of the 2009 financial year.




Notes to the annual financial statements
continued

Land and Plant and
buildings equipment

R’000 R’000
7. PROPERTY, PLANT AND EQUIPMENT
2009
Group
At cost 204723 1109719
Less: Accumulated depreciation (11917) (516 501)
Accumulated impairment (129 844)
192 806 463 374
2008
Group
At cost 201 036 1014 436
Less: Accumulated depreciation (10881) (411 414)
Accumulated impairment (99 522)

190 155 503 500
1 January 2008

Group
At cost 179 903 838 271
Less: Accumulated depreciation (8 609) (322 450)

171 294 515 821
Reconciliation of movement:

Capitalised

leased
assets Total
R’000 R’000

42189 1356631

(34188) (562 606)

(6289) (136 133)
1712 657892

42189 1257 661
(21843) (444 138)

(99 522)
20 346 714 001

34817 1052991
(19515) (350 574)
15 302 702 417

Group
Year ended 31 December 2009
Opening net book value 190 155 503 500 20 346 714 001
Additions 6172 105 331 111503
Disposals (1641) (25814) (27 455)
. Depreciation (1880) (89321) (12345) (103 546)
Impairment charge (30322) (6 289) (36 611)
Closing net book value 192 806 463 374 1712 657 892
Year ended 31 December 2008
Opening net book value 171 294 515 821 15302 702 417
Additions 21605 196 132 7373 225110
Disposals (965) (7 754) (8719)
Depreciation (1779) (101 177) (2329) (105 285)
Impairment charge (99 522) (99 522)
Closing net book value 190 155 503 500 20 346 714 001
72 The register of land and buildings is open for inspection by members at the registered offices of Metair Investments or its

. The following items include work in progress:
Land and buildings: R201 241 (2008: R361 000)

Plant and equipment: R19 842 333 (2008: R21 774 000)

subsidiaries owning the respective properties. Certain assets are encumbered as security for liabilities as set on in Note 16.



Notes to the annual financial statements
continued

7. PROPERTY, PLANT AND EQUIPMENT (continued)
Impairment losses are recognised in operating expenses in the income statement. Reversal of impairment is included in
other income.

Due to the economic downturn and its impact on the motor manufacturing industry, management assessed the
recoverable amount of all cash-generating units in 2008. In 2009 management assessed all cash-generating units

that have shown indicators of impairment and tested cash-generating units impaired in 2008 for potential reversal of
impairment charges. No impairment charges processed in 2008 were reversed in 2009.

As a result, an impairment charge of R36 611 000 (2008: R99 522 000) was charged to the Hesto and ATE original
equipment manufacturers (OEM) cash-generating units. The Hesto and ATE OEM cash-generating unit’s recoverable amount
was determined by applying the value-in-use method. This method was applied for all cash-generating units tested for
impairments with the exception of Lumotech, where the fair value less cost to sell method was applied on the same basis as
the prior year. No further impairment was deemed necessary on this and the remaining cash-generating units.

Further detail on the assumptions used in the impairment assessment is included in note 26 - “Critical accounting
estimates and judgements”.

(ash-generating units tested for impairment also include goodwill. These cash-generating units were impaired and
impairments were allocated to goodwill. Refer note 8.

No change has been required in the aggregation of assets for identifying the cash-generating unit since the previous
estimate of the cash-generating unit's recoverable amount and the adoption of IFRS 8.




Notes to the annual financial statements

continued
Customer
Goodwill Trademarks Licences Brand Relationship  Other Total
R’000 R’000 R’000 R’000 R’000 R’000 R’000
8. INTANGIBLE ASSETS
2009
Group
At cost 33539 1000 23 420 11 802 5802 1810 77 373
Less: Accumulated amortisation (283) (11162) (793) (973) (1109) (14320)
Accumulated impairment (33 539) (33 539)
717 12 258 11 009 4 829 701 29 514
2008
Group
At cost 33539 1000 18776 11 802 5802 1809 72728
Less: Accumulated amortisation (217) (7 668) (321) (393) (807) (9 406)
Accumulated impairment (23 068) (23 068)
10 471 783 11108 11 481 5409 1002 40 254
1 January 2008
Group
At cost 17 298 1010 18 325 11 802 5802 54 237
Less: Accumulated amortisation (117) (5027) (5 144)
17 298 893 13 298 11 802 5802 49 093
Reconciliation of movement:
Group
Year ended 31 December 2009
Opening net book value 10 471 783 11108 11 481 5 409 1002 40 254
Additions 4644 9 4 653
Amortisation (66) (3 494) (472) (580) (310) (4922)
Impairment charge (10 471) (10 471)
. Closing net book value 717 12 258 11 009 4 829 701 29 514
Year ended 31 December 2008
Opening net book value 17 298 893 13298 11 802 5 802 49 093
Additions 499 457 1809 2759
Acquisition of subsidiary 15742 15742
Amortisation (110) (2 641) (321) (393) (807) (4 272)
Impairment charge (23 068) (23 068)
Closing net book value 10 471 783 11108 11 481 5409 1002 40 254
Goodwill is allocated to the group’s cash-generating units (CGUs) identified according to business segment.
. The goodwill allocated is presented below:
74 2008
R'000
Automould (Pty) Ltd 10 471
. Total 10 471




Notes to the annual financial statements
continued

8.

INTANGIBLE ASSETS (continued)

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations use pre-tax cash flow

projections based on financial budgets approved by management covering a five-year period.

Cash flows beyond the five-year period are extrapolated using the estimated growth rates stated below. The growth rate does
not exceed the long-term average growth rate for the business in which the CGU operates.

Key assumptions used for the value-in-use calculations are as follows:

2009 2008
Automould  Automould ATE
Growth rate 5% 5% 3,5%
Discount rate - pre-tax 25% 25% 25,7%
- post-tax 18% 18% 18,5%

Management determined the budgeted gross margin based on past performance and its expectations of market development.
The weighted average growth rates used are consistent with the forecasts included in industry reports. The discount rates used

are pre-tax and reflect specific risks relating to the CGU.

2009 2008
Automould  Automould ATE
R’000 R’000 R'000
The above value-in-use
calculation resulted in the
following impairment charges: 10 471 7326 15742

No change was required in the aggregation of assets for identifying the CGU since the previous estimate of the CGU's

recoverable amount and the adoption of IFRS 8.
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Notes to the annual financial statements
continued

GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
9. INTEREST IN SUBSIDIARIES

Unlisted
Shares at cost less amounts written off 52 695 52 695
Non-current advances to subsidiary companies 544741 551589
Share-based payment costs 3345 3345
Provision for impairment (236 112) (151 689)
364 669 455 940
Current advances 154 309 50 209

518978 506 149

The group has issued letters of support to various banks whereby Metair
has undertaken not to sell subsidiaries or reduce loan balances due to
Metair whilst various subsidiaries are indebted to the bank.

These non-current loans have no fixed terms of repayment. Current
advances are interest-free and payable on demand.

The investment in subsidiary companies were assessed for impairment
due to specific impairment indicators brought on by current market
conditions. The recoverability of investments and advances were assessed
by comparing these values to the recoverable net asset values of
subsidiaries. The provision for impairment relates to non-current advances
to subsidiary companies.

(Directors” valuation of shares held - R1 092 670)
(2008: R1 061 412 000)

Aggregate attributable income and losses after tax of subsidiaries:

Income 170 908 164 174
Losses (131 396) (177 912)
Details of subsidiaries are disclosed on page 105.




Notes to the annual financial statements

continued
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
10. INVESTMENT IN ASSOCIATES
Unlisted
- Shares at cost less impairment 3838 3838 3838 3838

- Share of post-acquisition reserves included in non-distributable
16 309 36 585

reserves
Income and dividends from associates in current year (20 276) 17 056

In respect of prior year 36 585 19 529

Total carrying value 20 147 40 423 3838 3838
Reconciliation of movements:

Balance at beginning of the year 40 423 22 352 3838 2793
Additional investment in associate 1015 1045
Share of profit 419 17 056

Dividends received (20 695)

Investment in associates 20 147 40 423 3 838 3838
Directors” valuation 20 147 91795

The summarised financial information of material associates is in

aggregate as follows:
Income statement

Revenue 154 964 275 815
Profit before taxation 7 072 48 395
Taxation (6217) (13 586)
Profit after taxation 855 34 809
Balance sheet

Assets

Non-current assets 1856 1053
Current assets 55 656 103 478

57 512 104 531

Equity and liabilities

Shareholders’ equity 38 985 80 364
Non-current liabilities 39
Current liabilities 18 488 24 167

57 512 104 531
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Notes to the annual financial statements
continued

10. INVESTMENT IN ASSOCIATES (continued)

Group
Number carrying Company
Percentage of shares amount cost
holding held R’000 R’000
2009
Unlisted
Tenneco Automotive Holdings SA (Pty) Ltd 25,1% 154712
Toyoda Gosei (Pty) Ltd 20% 200
Valeo Systems SA (Pty) Ltd 49% 490 19 102 2793
Vizirama 112 (Pty) Ltd 33% 40 1045 1045
20 147 3838
2008
Unlisted
Tenneco Automotive Holdings SA (Pty) Ltd 25,1% 154 712
Toyoda Gosei (Pty) Ltd 20% 200
Valeo Systems SA (Pty) Ltd 49% 490 39 378 2793
Vizirama 112 (Pty) Ltd 33% 40 1045 1045

40 423 3838

The associate companies operate in the automotive industry with the exception of Vizirama 112 (Pty) Ltd. Vizirama is
an investment company that holds the patents and owns the tooling utilised for the manufacture of streetlights. The
companies are all incorporated in South Africa.

Details of associates are disclosed on page 105.

GROUP COMPANY
2009 2008 2009 2008
R'000 R'000 R'000 R'000

11. INVENTORY

. Raw material 301593 514935
Work in progress 47 623 35803
Finished goods 168 875 218 275

518 091 769 013
The above inventories are stated net of a provision for obsolescence and slow-moving stock of R21 416 279
(2008: R26 338 000).
The cost of inventories recognised as expense and included in “cost of sales” amounted to R1 525 314 799
(2008: R2 528 883 000).

. 12. TRADE AND OTHER RECEIVABLES

Trade receivables 393430 388 367 9015

78 Less: Provision for impairment of trade receivables (8899) (24 427)
384 531 363 940 9015

Prepayments 11319 8797

. Other receivables 32226 25 444
428 076 398 181 9015

The fair value of accounts receivable approximates their carrying value.
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continued

12. TRADE AND OTHER RECEIVABLES (continued)
Trade receivables can be categorised in the following categories:

Fully Past due and Impaired and
performing not impaired  provided for Total
2009
Original equipment 152 874 31922 4796 189 592
Export 28 014 28 005 56 019
Aftermarket 81423 22 260 4103 107 786
Non-automotive 25 216 14 817 40 033
287 527 97 004 8 899 393 430
2008
Original equipment 130 070 29 853 550 160 473
Export 33 465 16 351 20 731 70 547
Aftermarket 62 639 33 968 623 97 230
Non-automotive 30 315 27 279 2523 60 117
256 489 107 451 24 427 388 367
The carrying amounts of the group’s trade and other receivables are denominated in the following currencies:
2009 2008
R’000 R'000
Rand 380 276 350 022
British Pound 300 1040
Euro 31663 9330
US Dollar 15 253 37789
Australian Dollar 584
428 076 398 181

No interest is applicable to accounts receivable balances.
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continued

12. TRADE AND OTHER RECEIVABLES (continued)

The provision for impairment can be analysed as follows:

2009 2008
Original Non-  Provision  Original Non-
equip- After- auto- forimpair-  equip- After- auto-
Total ment Export market motive ment ment  Export  market motive Total
24 427 550 20731 623 2523 At 1 January 162 2 069 745 1154 4130
Provision for
receivables
8 839 4796 4043 impairment 2446 20702 154 1369 24671
Unused
amounts
(24 367) (550) (20 731) (563) (2523) reversed (2 058) (2 040) (276) (4374)
At 31
8 899 4796 4103 December 550 20 731 623 2523 24427
The ageing profile of trade receivables is presented below:
2009 2008
Origir'lal After- Non- Ageing Origiﬁal After- Non-
Total equip- Export auto- of trade  equip-  Export auto- Total
market . R market )
ment motive receivables ment motive
Upto3
384266 186246 55014 104710 38 296 months 149 650 57 634 93 078 55007 355369
5972 982 999 2 546 1445 3-6 months 1948 12904 3924 4301 23077
Over 6
3192 2 364 6 530 292 months 8 875 9 228 809 9921
393430 189592 56019 107 786 40 033 160 473 70547 97 230 60 117 388 367

The creation and release of provision for impaired receivables have been included in “other operating expenses” in the

income statement. Unwind of discount is included in “finance costs” in the income statement. Amounts charged to the

allowance account are generally written off when there is no expectation of recovering additional cash.

The other classes within trade and other receivables do not contain impaired assets. The maximum exposure to credit risk
at the reporting date is the fair value of each class of receivable mentioned above. The group does not hold any collateral

as security.
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GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
13. CASH AND CASH EQUIVALENTS
For the purposes of the cash flow statement, cash and cash
equivalents consists of the following:
(ash at bank and on hand 282 205 123325
Bank overdrafts (49 662) (104 975)
232 543 18 350
The effective interest rate on short-term bank deposits was 8,11%
(2008: 8,93%) and the effective interest rate on bank overdrafts
was 11,55% (2008: 13,73%).
14. SHARE CAPITAL AND PREMIUM
Authorised:
187 500 000 ordinary shares of 2¢ each 3750 3750 3750 3750
Issued
152 531 875 (2008: 152 531 875) ordinary shares of 2¢ each 3 051 3051 3 051 3051
Share premium 39 825 39 825 39 825 39 825
42 876 42 876 42 876 42 876
Share premium
Balance at the beginning and end of the year 39 825 39 825 39 825 39 825
Treasury shares
Balance at the beginning of the year (124532) (131 813)
Shares acquired by the Metair Share Trust (8 590) (11 348)
Shares disposed of by Business Venture Investments No 1217
8 833 18 629
(Pty) Ltd
Balance at the end of the year (124 289) (124 532)
Treasury shares are held as follows: (number of shares)
Metair Share Trust 2254906 1777406
The Metair Share Incentive Trust 10 000 000 10 000 000
Business Venture Investments No 1217 (Pty) Ltd 180 273 825 273
12 435 179 12 602 679
14.1 Metair Share Trust (Equity settled share-based payment scheme)

Share options

A share purchase option scheme exists with 2 254 906 (2008: 15 419 850) ordinary shares reserved for the purpose of the

scheme, and under the control of the directors.
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14. SHARE CAPITAL AND PREMIUM (continued)
14.1 Metair Share Trust (Equity settled share-based payment scheme) (continued)
Movements in the number of share options outstanding and their related weighted average offer prices are as follows:

2009 2008
Average Average Options
offer price Options offer price (thousands)
per share (thousands) per share
At 1 January 4,49 2515 4,49 3140
Forfeited 0,72 (92) 1,20 (92)
Delivered 4,34 (88)
Exercised and delivered 1,39 (168) 4,83 (445)
At 31 December 4,74 2 255 4,49 2 515

Options granted and deliverable to participants in the Metair Share Option Scheme are as follows:

2009 2008
Number of Number of Option Date Date
shares shares price granted exercisable
92 500 R0,72 11/01/99 11/01/04
23125 R1,00 07/01/00 07,/01/04
31875 101 250 R1,00 07/01/00 07/01/05
33750 43125 R1,40 08,/01/01 08,/01/05
101250 129 375 R1,40 08/01/01 08/01/06
34375 43750 R2,36 07/01/02 07,/01/06
313125 306 250 R2,36 07,/01/02 07/01/07
35000 R3,04 10/04,/02 10,/04,/07
699 531 699 525 R4,34 01/04/03 01/04/08
1041 000 1041 000 R6,36 05/04/04 05/04/09

167 500 options were exercised during the year.

The share options are exercisable immediately after the option has been granted (provided this does not fall in a closed period as
determined by the JSE Ltd) but not later than 10 years after such date. Delivery of the shares to the participant can only take place
on the expiry of five years from the date the option was granted provided this does not fall in a closed period as determined by

the JSE Ltd.
Options expire if not taken up within 10 years from date of the grant. 92 500 options previously granted to directors in the group

expired during the year. All outstanding options at 31 December 2009 and 2008 were exercisable.

Options under the scheme are granted at the closing price ruling on the JSE Ltd on the previous day.

The fair value of options granted, determined by using the Black-Scholes valuation model, was R1,87 per share. The significant
inputs into the model were a share price of R6,36 per share at the grant date, standard deviation of expected share price returns
of 10%, dividend yield of 10%, option life of five years, and an annual risk-free interest rate of 6,3%. The volatility measured as
the standard deviation of expected share price returns is based on statistical analysis of daily share prices over the last five years.
477 500 shares (2008: 1 362 500 shares) were transferred/(issued) during the year to the Metair Share Trust. The market value
of these shares as at 31 December 2009 was R5,30 per share.

The trust held 2 254 906 (2008: 1 777 406) shares in Metair Investments Ltd at year-end.

Share-based payment costs charged for the year were RO (2008: R315 000).



Notes to the annual financial statements

continued
14. SHARE CAPITAL AND PREMIUM (continued)
14.1 Metair Share Trust (Equity settled share-based payment scheme) (continued)
2009 2008
Number of shares held by the Metair Share Trust in respect of share option scheme 2254906 1777 406
Market value of shares held by the Metair Share Trust in respect of share option
scheme R11 951 002 R10 308 955
14.2 (Cash-settled share-based payment scheme
The share option scheme in 14.1 above has been replaced with a cash-settled share appreciation right scheme with
effect from 1 January 2005.
Share appreciation rights were granted to executive directors and employees. These represent rights to receive cash
equal in value to the appreciation of the Metair share price between the date on which the rights are granted and the
date on which they are exercised.
The fair value of the rights granted, determined by using the Black-Scholes valuation model, was R1,39 per right.
The significant inputs into the model were a weighted average share price of R5,30 (2008: R5,80) at the grant date,
volatility of 40% (2008: 40%), dividend yield of 0% (2008: 6,9%), option life of five years and an annual risk-free rate of
6,0% (2008: 5,2%).
Weighted
Total grants Total grants Total grants Total average
Date granted issued cancelled cashed in outstanding grant price
& November 2006 2225000 (437 500) (387 500) 1400 000 10,52
1 December 2005 2 187 500 (500 000) (387 500) 1300 000 9,24
1 April 2005 1261 250 (310 000) (380 000) 571250 8,48
Share-based payment costs charged for the year were R739 449 (2008: R547 355).
14.3 The Metair Share Incentive Trust
During 2007 a new share incentive scheme was launched. The Metair Share Incentive Trust acquired 10 million shares in
Metair Investments Ltd for a consideration of R100 million. The financing provided to the Trust was 75% guaranteed by
Metair.
The participants in the share incentive scheme receive share appreciation rights equal in value to the appreciation of the
Metair share price, after settlement of the Trust's liabilities.
During the current year the trustees of The Metair Share Incentive Trust have agreed to cancel the trust as the strike price
of the underlying options is higher than the current market price. Accordingly, there has been no IFRS 2 share-based
payment charge in the current year.
A new scheme was approved during December 2009.
14.4 The Metair Investments Limited Share Plan

The Metair Investments Limited Share Plan was approved by the shareholders on 4 December 2009. Under the plan,
executive, senior managers and/or key employees of the group will annually be offered a combination of share
appreciation rights or performance shares or bonus shares. Share appreciation rights of R107 433 and performance
shares of R68 262 were expensed during 2009.
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14. SHARE CAPITAL AND PREMIUM (continued)

14.4 Options exercised by executive directors

Clj van der Merwe’ Number of Price per Offer price Benefit
2008 shares share per share R’000
Non-beneficial

payments:

- Options exercised 100 000 8,00 6,36 164

* Retired November 2008

Share options held by directors (beneficial and non-beneficial) in terms of their participation in the Metair

Share Trust as at 31 December 2009: Nil.
Share options held by directors (beneficial and non-beneficial) in terms of their participation in the Metair Share Trust as
at 31 December 2008: Nil

14.5 Interest of directors
At 31 December 2009 members of the Board of Directors had a direct and indirect beneficial and non-beneficial interest in the

company’s ordinary share capital as set out below (there has been no change since that date):

31 December 2009

31 December 2008

Director

Beneficial

Non-beneficial

Beneficial

Non-beneficial

Direct

Indirect

Direct

-~

Indirec

Direct

Indirect

Direct

Indirect

Number

%

Number

%

Number

%

Number

%

Number

0

>

Number

0

=

Number

0

>

Number

%

Non-
executive
directors
GMC Ryan
Indepen-
dent
non-
executive
directors
L Soanes
Executive
directors
(T Loock

240 000

100 000

0,16

0,07

9869 178

6,47

240 000

100 000

0,16

0,07

9869 178

6,47

Total

340 000

0,23

9 869 178

6,47

340 000

0,23

9869 178

6,47




Notes to the annual financial statements

continued
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
15. NON-DISTRIBUTABLE RESERVES
Non-distributable reserves comprise:
Interest in distributable and non-distributable reserves of
associate companies 16 309 36 585
16 309 36 585
Balance at the beginning of the year 36 585 25139
Transfers (to)/from retained earnings (20 276) 11 446
Balance at the end of the year 16 309 36 585
Transfer from/(to) retained earnings consists of:
Share of associated companies” after-tax income 419 17 056
Other movements (20 695) (5 610)
(20 276) 11 446

16. BORROWINGS
Secured
- Instalment sale agreement secured over plant with a book value
of R6 213 000 bearing interest at prime minus 2,25%. Repayable
in annual instalments of R241 447 (2008: R357 000). Repaid in
February 2009. 357
- Mortgage bond secured over land and buildings with a book
value of R3 687 000 (2008: R3 687 000) currently bearing
interest at prime minus 2% (2008: 13%). Repayable in monthly
instalments of R20 448 (2008: R40 442) until 2012. 1651 2 735
- Instalment sale agreement secured over plant with a book value
of R12 162 599 (2008: R30 097 025) currently bearing interest
at prime minus 1,5% in 2009 and 2008. Repayable in annual
instalments of R6 678 583 (2008: R7 396 308) until August 2013. 20 796 25 237
- (apitalised finance lease secured over plant with a book value of
R176 000 (2008: R176 000) bearing interest at 11.02% in 2008.
Repaid in May 2009. 19
- (apitalised finance lease secured over plant with a book value of
R271 694 (2008: R494 331) currently bearing interest at 13,75%
(2008: 13,5%). Repayable in monthly instalments of
R10,573 (2008: R11 677) until May 2012. 307 525
- (apitalised finance lease secured over plant with a book value
of RO (2008: R7 153 000) currently bearing interest at 10,5%
(2008: 15,5%). Repayable in monthly instalments of R151 500
until May 2009. 4 826 6 002
- Instalment sale agreement secured over plant with a book value
of R17 524 000 (2008: R18 783 000) currently bearing interest
at prime less 1%. Repayable in monthly instalments of R440 693
(2008: R538 000) until October 2010. 8603 13 468
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2009 2008
R’000 R'000

COMPANY
2009 2008
R’000 R'000

16. BORROWINGS (continued)
- Instalment sale agreement secured over motor vehicles with a
book value of R14 000 in 2008 bearing interest at 14,85%
in 2008. Repayable in monthly instalments of R3 000 in 2008. 74
- Instalment sale agreement secured over plant with a book value
of R6 774 000 (2008: R7 542 000) currently bearing interest at
prime less 1% (2008: 15%). Repayable in monthly instalments of
R138 758 (2008: R265 000) until October 2013. 5337 7166
- Instalment sale agreement secured over plant with a book
value of R 038 000 (2008: R8 538 000) currently bearing interest
at prime less 2,25% in 2009 and 2008. Repayable in monthly
instalments of R278 000 for 2009 and 2008 until February 2013. 8540 10 740
- Instalment sale agreement secured over plant with a book value
of R10 268 000 (2008: R15 975 000) currently bearing interest
at prime less 2 ,75% in 2009 and 2008. Repayable in monthly
instalments of R340 000 in 2009 and 2008 until March 20713. 10 561 13189
- Instalment sale agreement secured over plant with a book value
of R15 450 000 (2008: R16 949 000) currently bearing interest
at prime less 2,75% in 2009 and 2008. Repayable in monthly
instalments of R390 000 in 2009 and 2008 until March 2013. 12117 15 130

- Instalment sale agreement secured over plant with a book
value of R4 230 000 (2008: R4 797 000) currently bearing interest
at prime less 2,75% in 2009 and 2008. Repayable in monthly

instalments of R275 000 in 2009 and 2008 until July 2013. 3777 4609
76 515 99 251
. Cumulative redeemable preference shares 75 000 100 000
- R75 000 000 issued to Rand Merchant Bank bearing cumulative
preference dividends at 71,6% of prime repayable in 2010. 75 000 75000
- R25 000 000 issued to SA Trust (Pty) Ltd bearing cumulative
preference dividends at 7% repayable in 2009. 25 000

These shares were issued to financial institutions in order to fund
the purchase of 10 million Metair shares acquired by The Metair
Share Incentive Trust.

. The trustees of The Metair Share Incentive Trust (MSIT) have
86 agreed to cancel the trust as the strike price of the underlying
options is higher than the current market price. The RMB
. preference shares are due to be redeemed in 2010.
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GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
16. BORROWINGS (continued)
The sale of the MSIT assets comprising 10 million Metair shares at
R5,30 (share price on 31 December 2009) is insufficient to cover
this debt. Metair Investments Limited has guaranteed this shortfall.
The preference shares issued to SA Trust (Pty) Ltd were acquired by
Metair Investments Ltd for a consideration of R1in 2009.
151 515 199 251
Current portion included in current liabilities (97 298) (20 817)
Non-current borrowings 54217 178 434
Maturity of non-current borrowings
(excluding finance lease liabilities)
Not later than 1 year 95 714 19 453
Between 2 and 5 years 50 668 173 271
146 382 192 724
Finance lease liabilities - minimum lease payments:
Not later than 1 year 2125 1783
Later than 1 year and not later than 5 years 3 828 6839
5953 8622
Future finance charges on finance leases (820) (2 095)
Present value of finance lease liabilities 5133 6527
The present value of all finance lease liabilities
may be analysed as follows:
Not later than 1 year 1584 1383
Later than 1 year and not later than 5 years 3 549 5144
5133 6527
Borrowing facilities
The group has the following contracted borrowing facilities:
Floating rate:
- Expiring beyond 1 year 421 000 229 091
- Expiring within 1 year 365 759 227 932
The borrowing powers of the company are unlimited in terms of
its Articles of Association.
The carrying amounts of non-current borrowings approximate
their fair values.
The carrying amount of the above borrowings are denominated
in South African Rands.
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continued
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
17. DEFERRED TAXATION
Deferred income tax is calculated on all temporary differences
under the liability method using a principal tax rate of 28%
(2008: 28%). Deferred income tax assets and liabilities are
offset when the income taxes relate to the same fiscal authority
and there is a legal right to offset at settlement. The following
amounts are shown in the consolidated balance sheet:
Deferred tax assets (34 970) (47 930)
Deferred tax liabilities 83 778 91216
Net deferred tax liability 48 8038 43 286
The movement on the deferred income tax account is as follows:
At beginning of year 43 286 77 603
Effect of change in tax rate (2 499)
Income statement charge/(credit)
- current year (388) (23 332)
Tax charged/(credited) to equity 5910 (8 486)
At end of year 48 808 43 286

Deferred income tax assets in respect of tax losses carried

forward are recognised to the extent that realisation of the

related tax benefit is probable.

Deferred tax assets:

- Deferred tax asset to be recovered after more than 12 months (34 000) (34 411)
- Deferred tax asset to be recovered within 12 months (970) (13 519)

(34970) (47 930)

Deferred tax liabilities:
. - Deferred tax liability to be realised after more than 12 months 82 335 83 441
- Deferred tax liability to be realised within 12 months 1443 7775
83778 91216
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17. DEFERRED TAXATION (continued)

Group

Deferred tax assets and liabilities, deferred tax charge/(credit) in the income statement and deferred tax charge/(credit)
in equity are attributable to the following items:

Deferred tax liabilities

2009
Pension
and post- Plant and
employment Contingency equipment
R’000 benefits policy allowances Intangibles Other Total
Opening balance (3 432) 132 90 295 4929 (708) 91216
Charged/(credited) to the income
statement 3954 (132) (16 074) 176  (1206) (13 282)
Charged to equity 5835 9 5844
Closing balance 6 357 74 221 5105 (1905) 83778
2008
Pension and
post- Plant and
employment  Contingency  equipment
R'000 benefits policy  allowances Intangibles Other Total
Opening balance 1207 554 99 168 5105 4095 110129
Charged/(credited) to the income — (421) (5 612) (4708) (6 863)
statement
Rate change (31) (1) (3 261) (176) (95) (3 564)
Credited to equity (8 486) (8 486)
Closing balance (3 432) 132 90 295 4929 (708) 91216
Deferred tax assets
2009
Pension and
post- Provision for
employment Assessed doubtful Warranty
R’000 benefits losses set off debts claims Provisions Total
Opening balance (17 010) (529) (6984) (23 407) (47 930)
(Credited) /charged to the income
statement (2 385) 5006 35 (2 496) 12734 12 894
Charged to equity 66 66
Closing balance (2319) (12 004) (494) (9480) (10673) (34970)
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continued

17. DEFERRED TAXATION (continued)
Deferred tax assets (continued)
2008

Assessed  Provision for ~ Warranty

R’000 losses set off _doubtful debts claims__Provisions Total
Opening balance (15 477) (455) (4189) (12405) (32 526)
Credited to the income statement (2 016) (90) (2940) (11423) (16 469)
Rate change 483 16 145 421 1065
Closing balance (17 010) (529) (6984) (23 407) (47 930)
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
18. TRADE AND OTHER PAYABLES
Trade creditors 226 740 378 398
Accrual for leave pay 15 090 12720
Sundry creditors and accruals 199 954 147 161 162 162
441 784 538 279 162 162

The fair value of trade and other payables approximates their

carrying value.
At year-end an amount of R3 995 354 (2008: R32 644 000) was

overdue.
The carrying amounts of the group’s trade and other payables are

denominated in the following currencies:

Yen 41 568 86778
US Dollar 8 358 84 660
. Euro 42 002 59 303
British Pound 297 616
Australian Dollar 21
Thai Bhat 2 037 3023
Rand 347 522 303 878 162 162
441 784 538 279 162 162

No interest is payable on these amounts.
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19. PROVISIONS FOR LIABILITIES AND CHARGES
Warranty
Provision is made for the estimated liability on all products still

under warranty, including claims intimated and not yet settled.
Executive bonuses
The provision for executive bonuses is payable within a month

after approval of the annual financial statements at the Board

meeting.
2009
Executive
bonus Warranty Other Total
GROUP R’000 R’000 R'000 R’000
Balance at beginning of the year 5232 30209 15977 51418
Charged to the income statement
- Additional provision 4101 13 017 190 17 308
Utilised during the year (2 648) (358) (4 844) (7 850)
Balance at end of the year 6685 42868 11323 60 876
2008
Executive
bonus  Warranty Other Total
GROUP R'000 R'000 R’000 R'000
Balance at beginning of the year 5690 16 096 5268 27 054
Charged to the income statement
- Additional provision 3186 14 437 12186 29 809
Utilised during the year (3 644) (324) (1 477) (5 445)
Balance at end of the year 5232 30 209 15977 51418

Other provisions consist mainly of a provision of R6 000 000 (2008: R11 269 637) retained in respect of the IFRS 2 share-
based payment liability in anticipation of the final wind up of The Metair Share Incentive Trust.

2009
Guarantee Total
COMPANY R’000 R’000
Balance at beginning of the year
Charged to the income statement
- Additional provision 36 450 36 450
Balance at end of the year 36 450 36 450

The guarantee results from the quarantee issued by Metair Investments Limited for Rand Merchant Bank in respect of
The Metair Share Incentive Trust’s liability for Rand Merchant Bank. (Refer note 16.)
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20.

20.1

20.2

20.3

NOTES TO CASH FLOW STATEMENTS

Reconciliation of profit before taxation to cash generated

from/(utilised in) operations

Profit/(loss) before taxation

Adjustment for:

Gain on derecognition of financial liability
Depreciation and amortisation

Impairment charge

Loss/(profit) on disposal of property, plant and equipment
Share-based payment expenses

Pension fund

Income from subsidiaries and associates

Income from investments

Finance charges

Operating profit/(loss) before working capital changes
Working capital changes:

Decrease/(increase) in inventory

(Increase)/decrease in trade and other receivables
(Decrease)/increase in trade and other payables

(Cash generated from/(utilised in) operations

Taxation paid

Taxation paid is reconciled to the amount disclosed in the
income statement as follows:

Amounts unpaid at beginning of year

Income statement charge (note 4)

Amounts (overpaid)/unpaid at end of year

Dividends paid

Balance due at the beginning of the year
To shareholders

To minorities in subsidiaries

Balance due at the end of the year

GROUP
2009 2008
R’000 R'000
118 219 74777
(25 000)
108468 109 557
47082 12259
5342 (2 329)
315
(10 196) 2067
(419) (17 056)
(13243) (14 767)
37 360 51 385
267613 326539
250922  (110342)
(29 781) (8 354)
(75499) 160 963
413255 368 806
(5 552) (4 832)
(55411) (97 690)
(9 700) 5 552
(70 663) (96 970)
(151)
(55 793)
(8 290) (9 447)
1571
(8441)  (65089)

COMPANY
2009 2008
R’000 R'000

(32636) (57 829)
84423 151689
315

(88719) (94 306)
(36 932) (131)
9015 (9 015)
36 450 30
8533 (9 116)
(6 101)

(6 101)

(61 013)

(61013)
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21.
211

FINANCIAL INSTRUMENTS

Financial instruments by category
The accounting policies for financial instruments have been

applied to the line items below:

Assets at fair

Loans and value through
R’000 receivables profit and loss Total
31 December 2009
Assets as per balance sheet
Derivative financial instruments 160 160
Trade and other receivables 416 757 416 757
(Cash and cash equivalents 282 205 282 205
Total 698 962 160 699 122
Financial
liabilities at
fair value Other financial
through profit liabilities carried
R’000 and loss at amortised cost Total
Liabilities as per balance sheet
Borrowings 151515 151515
Derivative financial instruments 9 835 9 835
Bank overdraft 49 662 49 662
Trade and other payables 426 694 426 694
Total 9 835 627 871 637 706
Assets at fair
Loans and value through
R’000 receivables profit and loss Total
31 December 2008
Assets as per balance sheet
Derivative financial instruments 274 274
Trade and other receivables 389 384 389 384
Cash and cash equivalents 123 325 123 325
Total 512 709 274 512 983
Other financial
liabilities carried
R’000 at amortised costs Total
Liabilities as per balance sheet
Borrowings 199 251 199 251
Bank overdraft 104 975 104 975
Trade and other payables 525 559 525 559
Total 829 785 829 785
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21 FINANCIAL INSTRUMENTS (continued)

21.2 Financial risk management
The group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest
rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The group’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
group’s financial performance. The board provides written principles for overall risk management, as well as written

policies containing specific areas such as foreign exchange risk.
A. Market risk

i. Foreign exchange risk

The group operates internationally and is therefore exposed to exchange risk arising from various currency exposures.
These consist primarily of exposures with respect to the Euro, US Dollar and the Japanese Yen. Previously subsidiaries
had agreements in place with certain key customers whereby no foreign exchange risks were borne by subsidiaries and
foreign exchange losses were recovered retrospectively from customers. During the current year certain key customers
amended these agreements, which resulted in the group assuming the related foreign exchange risks. To mitigate this
risk, the group reviewed its foreign exchange risk policy and the use of forward exchange contracts was implemented.
The group makes use of professional foreign currency management specialists to cover its foreign exchange exposures.

Uncovered future foreign exchange exposures at year-end can be analysed as follows:

Purchase orders not yet reflected as

Reflected in the balance sheet
liabilities in the balance sheet

2009 2008 2009 2008

Foreign Rand Foreign Rand Foreign Rand Foreign Rand

amount| equivalent| amount| equivalent amount| equivalent| amount| equivalent

‘000 R’000 ‘000 R’000 R’000 R’000 ‘000 R’000

US Dollars 393 2921 1233 14 451 (1034) (7 994) (429) (3 754)

Euro 1065 11400 (2156) | (28501) | (3523) (40554)  (1759)  (21597)

Japanese Yen | (416 839) | (33511)  (746332)  (77936) | (63973) (5406) (322074) (32 112)
Australian Dollars 13 83 (3)

. British Pounds 25 300 22 305 (43) (410) (5) (74)

Thai Bhat (1573) | (2073) (11131) (3 023) (11 804) (3 205)

Total (20 877) (94 707) (54 364) (60 742)

Amounts in brackets represent liabilities

At 31 December 2009, if the Rand had weakened/strengthened by 10% against the US Dollar, with all other variables
held constant, post-tax profit for the year would have been R689 500 (2008: R4 687 000) higher/lower, mainly as a result
of foreign exchange gains/losses on translating foreign denominated trade receivables and trade payables and the mark-
. to-market valuation of forward exchange contracts.

At 31 December 2009, if the Rand had weakened/strengthened by 10% against the Japanese Yen, with all other variables
94 held constant, post-tax profit for the year would have been R4 156 800 (2008: R8 678 000) higher/lower, mainly as a
result of foreign exchange gains/losses on translating foreign denominated trade receivables and trade payables and the
mark-to-market valuation of forward exchange contracts.




Notes to the annual financial statements
continued

21  FINANCIAL INSTRUMENTS (continued)

21.2 Financial risk management (continued)
At 31 December 2009, if the Rand had weakened/strengthened by 10% against the British Pound, with all other variables
held constant, post-tax profit for the year would have been R1 019 800 (2008: R42 000) higher/lower, mainly as a result
of foreign exchange gains/losses on translating foreign denominated trade receivables and trade payables and the mark-
to-market valuation of forward exchange contracts.
At 31 December 2009, if the Rand had weakened/strengthened by 10% against the Euro, with all other variables held
constant, post-tax profit for the year would have been R2 039 200 (2008: R4 997 000) higher/lower, mainly as a result of
foreign exchange gains/losses on translating foreign denominated trade receivables and trade payables and the mark-to-
market valuation of forward exchange contracts.
At 31 December 2009, if the Rand had weakened/strengthened by 10% against the Thai Bhat, with all other variables held
constant, post-tax profit for the year would have been R203 700 (2008: R302 000) higher/lower, mainly as a result of foreign
exchange gains/losses on translating foreign denominated trade receivables and trade payables and the mark-to-market
valuation of forward exchange contracts.

ii. Cash flow and fair value interest rate risk

The group’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the group to
cash flow interest rate risk. Borrowings issued at fixed rates expose the group to fair value interest rate risk. The group’s
borrowings are denominated in Rand.

The group is exposed to interest rate risk as it borrows and places funds primarily at floating interest rates. Management
evaluates the group’s borrowings and exposures on a reqular basis and utilises fixed and floating rates as it deems
appropriate.

Effective interest rates on bank overdrafts are disclosed in note 13. Interest rates on other borrowings are disclosed in note 16.

At 31 December 2009, if the average interest rates on borrowings had been 1% higher with all other variables held
constant, post-tax profit for the year would have been R815 000 (2008: R1 834 000) lower.

The exposure of bank overdrafts to interest rate changes and the contractual repricing dates at the balance sheet dates are as

follows:

2009 2008
6 months or less 49 662 63 067
6 - 12 months 41908

49 662 104 975

For other borrowing exposures and related maturity dates refer to note 16.

iii. Price risk

The group is not exposed to equity securities price risk as the group does not have investments classified on the consolidated
balance sheet either as available-for-sale or at fair value through profit and loss.

B. Credit risk

Credit risk arises for cash and cash equivalents, derivative financial instruments, deposits with banks and outstanding
receivables.

The granting of credit is controlled by a formal application process and rigid account limits. Trade debtors consist of a small
number of large national and international organisations in the automotive, industrial and mining market sectors.

0ngoing credit evaluations are performed on the financial position of these debtors. This evaluation takes into account its
financial position, past experience and other factors.

It is the group’s policy to limit derivative counterparties and cash transactions to high-credit-quality financial institutions.
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21  FINANCIAL INSTRUMENTS (continued)
21.2 Financial risk management (continued)
B. Credit risk (continued)
Potential concentrations of credit risk consist mainly within trade receivables.
Trade debtors are presented net of the provision for impairment.
Credit quality can be analysed as follows:
Trade receivables

2009 2008
Counterparties without external credit rating:
Group 1 937 1295
Group 2 365 288 349 479
Group 3 18 306 13166

384 531 363 940

Group 1 - new customers (less than 6 months).
Group 2 - existing customers (more than 6 months) with no defaults in the past.
Group 3 - existing customers (more than 6 months) with some defaults in the past.
All defaults were fully recovered.
The following balances were held with A1+ rated South African banks:
2009 2008

Total 282 205 123 325

No credit limits were exceeded during the reporting period and management does not expect any losses from
non-performance by these counterparties.

C. Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding through an
adequate amount of committed credit facilities.

The group manages liquidity risk by monitoring forecast cash flows and ensuring that adequate unutilised borrowing
facilities are maintained. Repayments of long-term borrowings are structured so as to match the expected cash flows
from the operations to which they relate.

The group utilises the credit facilities of various banking institutions and has been able to operate within these facilities.
This trend is expected to continue into the foreseeable future to fund growth in the group. The group is considering
. providing security to maintain or increase its credit facilities.

Borrowing facilities disclosed in note 16 as well as projected profitability levels will provide adequate liquidity levels
to support operational cash flows over the next five years.

Analysis of financial liabilities and net-settled derivative financial liabilities - maturities

The table below analyses the group’s financial liabilities and net-settled derivative financial liabilities into relevant maturity
groupings based on the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted
cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

As at 31 December 2009 Less than 1 year Between 1 and 2 years Between 2 and 5 years  Qver 5 years
. Borrowings 103 128 44 204 33 257 1053
Trade and other payables 426 694
96 As at 31 December 2008
Borrowings 164 764 110 627 85297 44 959
Trade and other payables 525 559

Analysis of derivative financial instruments which will be settled on gross basis into relevant maturity
groupings
Details of the outstanding foreign exchange contracts which will be settled on a gross basis follow in note 21.5.
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21. FINANCIAL INSTRUMENTS (continued)

21.3 Fair value estimation
The fair value of financial instruments traded in active markets is based on quoted market prices at the balance sheet
date. The quoted market price used for financial assets held by the group is the current bid price.

The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques.
The group uses a variety of methods and makes assumptions that are based on market conditions existing at each balance
sheet date. Quoted market prices or dealer quotes for similar instruments are used for long-term debt. Other techniques,
such as estimated discounted cash flows, are used to determine fair value for the remaining financial instruments. The fair
value of interest rate swaps is calculated as the present value of the estimated future cash flows. The fair value of forward
foreign exchange contracts is determined using quoted forward exchange rates at the balance sheet date.

The carrying values, less impairment provision of trade receivables and payables, approximate their fair values. The fair
value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate that is available to the group for similar financial instruments.

21.4 Capital risk management
The group’s objectives when managing capital are to safequard the group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.
In order to maintain or adjust the capital structure, the group may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell assets to reduce debt.
The group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total capital.
Net debt is calculated as total borrowings (including “current and non-current borrowings” as shown in the consolidated
balance sheet) less cash and cash equivalents. Total capital is calculated as “equity” as shown in the consolidated balance
sheet plus net debt.

The gearing ratios at 31 December 2009 and 2008 were 3s follows:

2009 2008
Total borrowings (notes 13 and 16) 201177 304 226
Less: Cash and cash equivalents (note 13) (282 205) (123 325)
Net debt (81028) 180901
Ordinary shareholders equity 1087 249 1020074
Total capital 1006 221 1200 975
Gearing ratio (8%) 15%
21.5 Derivative financial instruments
GROUP

2009 2008

R’000 R'000
At 31 December 2009 Assets Liabilities Assets Liabilities
Forward foreign exchange contracts - fair value hedges 160 9 835 274

160 9 835 274
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21.5 Derivative financial instruments (continued)

Year-end forward exchange contracts can be analysed as follows:

Foreign Average Currency
R amount amount forward rate used Period to maturity
Us Dollar 56 030 7 483 7,488 usb 8 January 2010 - 29 April 2010
Euro 111020 10 045 11,052 EURO 8 January 2010 - 29 April 2010
Japanese Yen 99 555 1227 223 0,081 JPY 8 January 2010 - 30 April 2010
Australian Dollar 5241 783 6,693 AUD 15 January 2010 - 31 March 2010
British Pound 4025 312 12,901 GBP 8 January 2010 - 31 October 2010
275 871
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
22. CONTINGENT LIABILITIES

Lettgrg of support in respect of secured loans and overdrafts of 3 675 3675 3675 3675
subsidiaries
Guarantee in respect of subsidiaries” employee loans 533
Lease commitments 2925 1186

6 600 5394 3 675 3675

companies at 10%.

Refer note 25 for details on subordination agreements with subsidiaries.

Any future dividend declaration out of the distributable reserves of the company will be subject to secondary taxation on

23. COMMITMENTS

(Capital commitments 53 384 111 966

Contracted:

Plant, machinery, tools, jigs and dies 28 398 62 283

Authorised by the directors but not yet contracted:

Plant, machinery, tools, jigs and dies 24 986 49 683

Unexpired portion of operating lease contracts 129 182 108 512

Payable within one year 20 463 22 539

Payable later than one year and not later than five years 64 010 71076

Payable thereafter 44 709 14 897
182 566 220 478

The above commitments will be financed mainly from internal resources as well as from further borrowings.
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24. RETIREMENT BENEFIT INFORMATION
The policy of the group is to provide retirement benefits for
its employees. The Metair Group Pension Fund is a defined
benefit pension fund providing retirement and other benefits to
employees and their dependants who are not members of one of
the provident funds.
Amounts recognised in the balance sheet:

GROUP
2009 2008
R’000 R'000
Post-employment medical benefit liability (19 246) (17 810)
Defined benefit asset/(liability) 19 962 (11 085)
716 (28 895)

Post-employment medical benefits

Certain of the companies in the group operated post-employment medical benefit schemes until 31 December 1996.
Employees who joined the group after 1 January 1997 will not receive any co-payment subsidy from the group upon

reaching retirement.

The method of accounting and frequency of valuation are similar to those used for defined benefit pension schemes.
In addition to the assumptions used for the pension schemes, the main actuarial assumption is a long-term increase in

health costs of 6% (2008: 6%) per year.

GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
The amounts recognised in the income statement are as follows:
Current service costs 683 241
Interest costs 1757 1257
2 440 1498
Movement in the liability recognised in the balance sheet:
At beginning of year 17 810 16 758
Total expense per income statement as above 2 440 1498
Contributions paid (735) (171)
Actuarial gain recognised in equity (269) (275)
At end of year 19 246 17 810
The amounts recognised in equity are as follows:
Recognised actuarial gain (269) (275)
The effect of a 1% movement in the assumed
medical cost trend rate is as follows:
Increase Decrease
Effect on the aggregate of the current service
cost and interest cost 836 1540
Revised defined benefit obligation 20 082 17 706
The principal actuarial assumptions used were:
2009 2008
Discount rate for obligation 9% 7%
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24. RETIREMENT BENEFIT INFORMATION (continued)

Pension schemes
The policy of the group is to provide retirement benefits for its employees. Participation in retirement benefit plans is,
however, not compulsory, but 97% (2008: 94%) of the group’s employees are members of the Metair Group Pension
Fund (a defined benefit plan) or provident funds. The Metair Group Pension Fund is valued by an independent actuary
every three years using the projected unit credit method. The latest actuarial valuation was carried out as at 30 April 2009
and the fund was found to be in a sound financial position. All future surpluses are allocated to the employer surplus
account. An asset calculated in terms of 1AS19: Employee Benefits in respect of the surplus was therefore recognised. The
Metair Group Pension Fund is governed by the Pension Fund Act which requires actuarial valuations every three years.
The next actuarial valuation will be completed by 30 April 2012.
GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000

Reconciliation of pension movement
The amounts recognised in the balance sheet are determined
as follows:
Present value of funded obligations (166 257) (394 146)
Fair value of plan assets 186 219 383 061
Asset/(liability) in the balance sheet 19 962 (11 085)
The movement in the defined benefit obligation for the year
is as follows:
Beginning of year 394 146 407 047
Current service cost 8770 16 516
Interest cost 24 483 33 321
Contributions by plan participants 3717 7 621
Actuarial gains (2 229) (26 498)
Benefits paid (254 014) (43 861)
Settlement (8 616)

. End of year 166 257 394 146
The movement in the fair value of plan assets
for the year is as follows:
Beginning of year 383 061 428 063
Expected return on plan assets 27 648 41368
Actuarial gains/(losses) 18 620 (56 531)
Employee and employer contributions 10 904 14 023
Benefits paid (254 014) (43 862)
End of year 186 219 383 061

. The amounts recognised in the income statement are as follows:

Current service costs 8771 24138

100 Interest costs 24 481 33321
Expected return on assets (27 647) (41 368)

. Contributions by planned participants (7 185) (14 024)
Settlement (8 616)

(10 196) 2 067
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24. RETIREMENT BENEFIT INFORMATION (continued)

2009 2008 2007 2006 2005
R’000 R'000 R'000 R'000 R'000
The net pension fund asset/(liability) for the current annual
and previous four annual periods can be analysed as follows:
Present value of funded obligations (166 257) (394 146) (407 047) (382 242) (286 810)
Fair value of plan assets 186 219 383 061 428 063 383 882 297 694
Asset/(liability) in the balance sheet 19 962 (11 085) 21016 1640 10 884
The principal actuarial assumptions used were:
Discount rate for obligation 9% 7%
Expected return on plan assets 10% 8%
Salary increase 7% 5%
Pension increase 4% 4%
Inflation 6% 6%

Actual return on plan assets for the year was 16,5%.

Settlement of Metair Pension Fund

With effect from 1 June 2009 members of the pension fund were given the following options:

a) To transfer their actuarial reserve value in the fund to the ABSA Compak Pension Fund where benefits will accrue on a defined
contribution basis; or

b) To have their benefits in the fund made paid-up and to accrue benefits on a defined contribution basis in the ABSA Compak
Pension Fund. In this instance no future service will accrue in the fund but the benefit is subject to salary increases; or

¢) To remain in the fund and continue to accrue benefits in the fund in respect of future service.

This resulted in a gain on settlement of R8 616 000.

Asset description

The expected return on assets is based on an average balanced portfolio, unless there is a specific different long-term

investment strategy. Short-term tactical investment positions are ignored (since these can be amended over time) as

is the effect of recent market movements on the current investment distribution (since these can change on a daily
basis). The long expected return used is 4%, compared to the current snapshot result of 3,7%.

Long term Real return Weighted Short term  Real return Weighted

% % average % % % average %

Equity and foreign 80 4,50 3,60 76 4,50 3,42
Bonds 15 3 0,45 6 3 017
Cash 5 0,50 0,03 18 0,50 0,09

4,08 3,68
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GROUP COMPANY
2009 2008 2009 2008
R’000 R'000 R’000 R'000
25. SUBORDINATION AGREEMENTS

The company has subordinated loans to the following subsidiaries in favour of and for the
benefit of the other creditors for the purpose of banking facilities in lieu of recapitalisation of
subsidiaries:

Metindustrial (Pty) Ltd 182 000 182 000
Smiths Plastics (Pty) Ltd 147 000 100 000
Lumotech (Pty) Ltd 54332 54 332
Metair Share Trust 12 500 6 000
The Metair Share Incentive Trust 47 000

FYF Funding Investments (Pty) Ltd 25 000

Business Venture Investments No 1217 (Pty) Ltd 1200 6 200

469 032 348 532

26.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Warranties

Warranty estimates and assumptions are based on the extrapolation of past claims experience over the warranty period.
This is applied to warrantable sales. Specific occurrences are used as guides for these assumptions.

Factors that could impact the estimated claim information include the success of the group’s productivity and quality
initiatives, as well as parts and labour costs.

Impairment

The company has previously impaired its investment in Tenneco Automotive Holdings (Pty) Ltd and Toyoda Gosei (Pty)
Ltd, associated companies, due to their continued unprofitability. The impairment calculation was based on the projected
negative future earnings and cash flows and is reassessed annually for potential reversal.

During 2009 the group has impaired various tangible assets due to specific impairment indicators. Value-in-use
calculations were based on projected future earnings, estimated growth rates and discount rates adjusted for specific
cash-generating unit risks.

The following key assumptions were made in determining projected future earnings and growth:

- Production volumes in 2010 would grow compared to 2009 based on GDP growth forecasted adjusted for general
economic conditions and the introduction of new vehicle models by OEMs.

- From 2011 volumes would grow based on forecasted GDP growth, adjusted for general economic conditions, industrial
expectations and the introduction of new vehicle models by OEMs.

- The group would be able to recover inflation-related cost increases from its customers.

Growth rates applied by management range from 3,5% to 5% (2008: 4% to 5%) per annum over the five-year forecast
period. These estimates are based on the expected individual cash-generating unit growth.

Pre-tax discount rates applied range from 24,65% to 26,39% (2008: 24% to 30%) (post-tax 17,75% to 19%) (2008: 17%
to 21,5%), depending on the size and the risk profile of each cash-generating unit.

If the growth rate applied decreased by 1%, the impairment charge would have increased by R4 269 000 (2008:
R8 939 000). If the discount rates applied increased by 1%, the impairment charge would have increased by R6 093 000
(2008: R7 377 000).



26. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)
Estimated impairment of goodwill
The group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy.
The recoverable amounts of cash-generating units have been determined based on value-in-use calculations. These
calculations require the use of estimates (refer to note 8 for details on estimates used).

27. RELATED PARTIES
Information on emoluments paid to executive and non-executive directors have been presented in note 3.
Information on loans granted to subsidiaries has been presented in note 9. Dividend income from subsidiaries has been
presented in note 3. Directors” shareholdings have been presented in note 14.

The group entered into the following transaction with its equity partners in Smiths Manufacturing (Pty) Ltd and Hesto
Harnesses (Pty) Ltd.

2009 2008
R’000 R'000
Purchases of goods and services:
Denso Corporation 26 938 42 727
Yazaki Corporation and its subsidiaries 190 218 278 345

217 156 321072

Outstanding balance at year-end:
Yazaki Corporation and its subsidiaries 33 966 39 044

33 966 39 044

28. BUSINESS COMBINATIONS

28.1 Purchase of assets and liabilities into Kimitar Investments (Pty) Ltd
0n 15 March 2008, the assets of SPE and Ariston were acquired by Kimitar Investments (Pty)
Ltd, a wholly-owned subsidiary of the group.
The acquired business contributed revenues of R45 604 000, and a net loss of R11 215 000,
to the group for the period March 2008 to December 2008.
If the acquisition had occurred on 1 January 2008, group revenue would have been
R15 460 000 higher, and loss before allocations would have been R323 000 higher.

Details of net assets acquired and goodwill are as follows: 2008
Purchase consideration: R'000
- Cash paid 41992
Total purchase consideration 41992
Fair value of net assets acquired 41992
The assets and liabilities as at March 2008 arising from the acquisition are as follows:
Acquiree’s
Fair value carrying
amount
R'000 R'000
Property, plant and equipment 19 500 19 500
Inventories 8 487 8 487
Trade and other receivables 14 994 14 994
Trade and other payables (989) (989)
Net assets acquired 41992 41992
Purchase consideration settled in cash 41992 41992

Cash outflow on acquisition 41992 41992
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28. BUSINESS COMBINATIONS (continued)
28.2 Alfred Teves Brake Systems (Pty) Ltd

On 1 October 2008, Metindustrial (Pty) Ltd acquired 100% of the share capital of Alfred Teves Brake Systems (Pty) Ltd,

a manufacturer of hydraulic brake systems for passenger cars and light commercial vehicles.

The acquired business contributed revenues of R47 413 000 and a net loss of R9 117 344 to the group for the period

1 October 2008 to 31 December 2008.

If the acquisition had occurred on 1 January 2008, group revenue would have been R130 997 896 higher, and loss before

allocations would have been R32 299 511 higher.

These amounts have been calculated using the company’s accounting policies and by adjusting the results of the subsidiary
to reflect the additional depreciation and amortisation that would have been charged assuming the fair value adjustments
to property, plant and equipment and intangible assets had applied from 1 January 2008, together with the consequential

tax effects.

Details of net assets acquired and goodwill are as follows: 2008
R'000
Total purchase consideration settled in cash: 43121
Fair value of shares issued 27 379
Goodwill 15742
Goodwill has subsequently been impaired. Refer note 8.
The assets and liabilities as of 1 October 2008 arising from the acquisition are as follows:
Acquiree’s
carrying
Fair value amount
R'000 R'000
Bank overdraft (11 043) (11 043)
Property, plant and equipment 28 750 38 950
Inventories 41941 41 941
Trade and other receivables 19 247 19 247
Trade and other payables (44 752) (44 752)
Borrowings (6 764) (49 188)
Deferred taxation 6 280
Trademarks 55 141
Net assets acquired 27 379 56 576
Purchase consideration settled in cash 43 121
Bank overdraft in subsidiary acquired 11 043
(Cash outflow on acquisition 54 164
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Investments in subsidiaries and associates

Issued % Direct Cost
share (indirect) of
Incorporated in South Africa Type capital interest shares
2009 2008, 2009 2008 2009 2008
R’000 R'000 % % R’000 R'000
SUBSIDIARIES
Motor component manufacturing
Smiths Manufacturing (Pty) Ltd ordinary 75 75 4500 4500
Metindustrial (Pty) Ltd ordinary 500 500 100 100
First National Battery Company (Pty) Ltd* ordinary 1704 100
Lumotech (Pty) Ltd ordinary 1200 1200 100 100 | 20000 20 000
Hesto Harnesses (Pty) Ltd ordinary 1 1 75 75 1 1
Smiths Plastics (Pty) Ltd ordinary 100 100 | 28194 28 194
Unitrade 745 (Pty) Ltd ordinary 100 100
Smiths Electric Motors (Pty) Ltd ordinary (100)| (100)
Kimitar Investments (Pty) Ltd ordinary (100)  (100)
First National Battery Industrial (Pty) Ltd ordinary (75) (75)
Tlangi Investments (Pty) Ltd ordinary (50) (50)
Automould (Pty) Ltd ordinary (100) (100)
Alfred Teves Brake Systems (Pty) Ltd ordinary (100) (100)
Management services
Metair Management Services (Pty) Ltd ordinary 100 100
Business Venture Investments No 1217 (Pty) Ltd ordinary 100 100
FYF Funding Investments (Pty) Ltd ordinary 100
Properties
SMSA Property (Pty) Ltd ordinary 3000 3000 (100) (100)
ILM Investments (Pty) Ltd ordinary 1 1 (100) (100)
Honeypenny (Pty) Ltd ordinary (100) (100)
Climate Control Properties (Pty) Ltd ordinary (100) (100)
52695 52695
ASSOCIATES
Tenneco Automotive Holdings SA (Pty) Ltd ordinary 25,1 25,1
Valeo Systems South Africa (Pty) Ltd ordinary 49 49 2793 2793
Tuniwell (Pty) Ltd* ordinary (40)
Toyoda Gosei (Pty) Ltd ordinary (20) (20)
Vizirama 112 (Pty) Ltd ordinary 33 33 1045 1045
3 838 3838
“Liquidated and deregistered in 2009.
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2009 2008
R’000 R’000
Indebtedness by subsidiaries to the holding company before impairment:
Metindustrial (Pty) Ltd 236 368 223218
Metair Management Services (Pty) Ltd 127 821 23 565
Lumotech (Pty) Ltd 59707 79 707
Unitrade 745 (Pty) Ltd 10247 10 247
Smiths Plastics (Pty) Ltd 238 417 238 417
The Metair Share Incentive Trust 45
Business Venture Investments 1217 (Pty) Ltd 2134 10945
Metair Share Trust 24311 15699
699 050 601 798




Notice to shareholders

METAIR INVESTMENTS LIMITED
(Incorporated in the Republic of South Africa)
(Registration Number, 1948,/031013,/06)
JSE share code: MTA ISIN: ZAE 000090692
(“Metair” or “the company”)

NOTICE TO SHAREHOLDERS

NOTICE IS HEREBY GIVEN that the annual general meeting of shareholders of Metair Investments Limited will be held in the
boardroom, Wesco House, 10 Anerley Road, Parktown, Johannesburg, on Wednesday 5 May 2010, at 14:00 for the following
purposes:

ordinary business

1.To consider and approve the annual financial statements for the year ended 31 December 2009.

2.To re-elect Mr (T Loock as director, who retires in terms of the articles of association, but, being eligible, has offered himself
for re-election (note 1).

3. To re-elect Mr A Joffe as director, who retires in terms of the articles of association, but, being eligible, has offered himself for
re-election (note 1).

4.To re-elect Mr L Soanes as director, who retires in terms of the articles of association, but, being eligible, has offered himself
for re-election (note 1).

5.Special business
To consider, and, if deemed fit, to pass, with or without modification, the resolutions set out below:

Ordinary resolution number 1

To resolve that the unissued ordinary share capital of the company be placed under the control of the directors of the company
who are hereby authorised, subject to sections 221 and 222 of the Companies Act, 1973 and the Listings Requirements of the
JSE Limited, to allot and issue such shares on such terms and conditions and at such times as the directors may at their discretion
deem fit until the next annual general meeting.

Special resolution number 1

GENERAL AUTHORITY TO REPURCHASE THE COMPANY'’S SECURITIES

“Resolved, as a special resolution, that the mandate given to the company in terms of its Articles of Association (or one of its
wholly-owned subsidiaries) providing authorisation, by way of a general approval, to acquire the company’s own securities,
upon such terms and conditions and in such amounts as the directors may from time to time decide, but subject to the
provisions of the Companies Act, 1973 (Act 61 of 1973), as amended, (“the Act”) and the Listings Requirements of the JSE
Limited (“the JSE”), be extended, subject to the following terms and conditions:

- Any repurchase of securities must be effected through the order book operated by the JSE trading system and done without
any prior understanding or arrangement between the company and the counter-party;
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- This general authority be valid until the company’s next annual general meeting, provided that it shall not extend beyond 15
months from the date of passing of this special resolution (whichever period is shorter);

- Repurchases may not be made at a price greater than 10% above the weighted average of the market value of the securities
for the five business days immediately preceding the date on which the transaction was effected;

- Atany point in time, the company may only appoint one agent to effect any repurchase;

- Repurchases may not be undertaken if they will impact negatively on the shareholder spread as required by the JSE;

- An announcement be published as soon as the company has cumulatively repurchased 3% of the initial number (the number
of that class of shares in issue at the time that the general authority is granted) of the relevant class of securities and for each
3% in aggregate of the initial number of that class acquired thereafter, containing full details of such repurchases;

- Repurchases may not be made by the company and/or its subsidiaries during a prohibited period as defined by the Listings
Requirements of the JSE unless a repurchase programme is in place where the dates and quantities of securities to be traded
during the relevant period are fixed and full details of the programme have been disclosed in an announcement over SENS
prior to the commencement of the prohibited period; and

- The company may not enter the market to proceed with the repurchase of its ordinary shares until the company’s sponsor has
confirmed the adequacy of the company’s working capital for the purpose of undertaking a repurchase of securities in writing
to the JSE.

The directors are of the opinion that, after considering the effect of the maximum repurchase permitted and for a period of 12

months after the date of the annual general meeting:

- The company and the group will be able, in the ordinary course of business, to pay their debts;

- The assets of the company and the group will be in excess of the liabilities of the company and the group, the assets and
liabilities being recognised and measured in accordance with the accounting policies used in the latest audited annual group
financial statements;

- The share capital and reserves are adequate for the ordinary business purposes of the company and the group;

- The working capital of the company and the group will be adequate for ordinary business purposes.”

The effect of the special resolution and the reason therefore is to extend the general authority given to the directors in terms of
the Act and the JSE Listings Requirements for the acquisition by the company and/or its subsidiaries of the company’s securities,
which authority shall be used at the directors” discretion during the course of the periods authorised.

In terms of the Listings Requirements of the JSE Limited, the following disclosures are required with reference to the general
authority (ie in respect of repurchases by the company’s of its own securities) set out in special resolution number 1, some of
which are set out elsewhere in the Annual Report of which this notice forms part (“this Annual Report”).

Directors and management - refer to page 8.

Major shareholders of the company - refer to page 22.
Directors” interests in the company’s securities - refer page 23.
Share capital - refer page 81.
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Litigation statement
The directors are not aware of any legal or arbitration proceedings, pending or threatened against the group, which may have or
have had, in the 12 months preceding the date of this notice, a material effect on the group’s financial position.

Directors’ responsibility statement

The directors, whose names are given on page 8 of this Annual Report, collectively and individually, accept full responsibility

for the accuracy of the information pertaining to the above special resolution number 1 and certify that to the best of their
knowledge and belief there are no facts that have been omitted which would make any statement false or misleading, and that
all reasonable enquiries to ascertain such facts have been made and that the aforementioned special resolution/s contain/s all
the information required by the JSE Limited.

Material change
Other than the facts and developments reported on in this Annual Report, there have been no material changes in the affairs,
financial or trading position of the group since the signature date of this Annual Report and the posting date hereof.

Voting rights

Duly completed proxy forms must be received by the company at its registered office or by the Transfer Secretaries
(Computershare Investor Services (Pty) Limited, 70 Marshall Street, Johannesburg, 2001 / PO. Box 61051, Marshalltown, 2107)
by no later than 30 April 2010 at 14:00.

Shareholders are referred to the circular attached which sets out the details of the specific share repurchase The
Metair Share Incentive Trust.

The attention of shareholders is directed to the additional notes contained in the form of proxy.

By order of the board.
SM Vermaak
Secretary
Johannesburg

17 March 2010

Registered office

Metair Investments Limited
Wesco House

10 Anerley Road

Parktown

Johannesburg
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NOTE

1.Directors retiring by rotation and who are seeking re-election
Mr CT Loock
Mr Loock was previously a divisional director of Trident Steel. He has an engineering degree with a strong commercial
background.

He was appointed to the Metair board as managing director in March 2006. He is also a director of all the Metair subsidiary
companies.

Mr A Joffe
Mr Joffe is a chartered accountant. He has been with CoroCapital Limited since 1999.

Mr Joffe was appointed as non-executive director of Metair in December 2006.

He is a member of the Metair Board Remuneration Committee.

Mr L Soanes

Mr Soanes was managing director of Armstrong Hydraulics (Pty) Limited from February 1979 to February 1999. He retired
from Armstrong in March 1999 and was appointed as non-executive director of Metair in May 1999. In terms of the Listings

Requirements of the JSE Limited (section 3.84(f)), he is classified as an independent non-executive director of Metair.

He is 3 member of the Metair Board Remuneration Committee.



Shareholders’ diary

Financial year-end December
Annual general meeting May

REPORTS AND PROFIT STATEMENTS
Interim report August

Annual report and financial statements  March

ORDINARY DIVIDENDS
No dividend was declared. March

Shareholders are reminded to notify the Transfer Secretaries of any change in address.




Notes




Form of proxy
Annual general meeting of shareholders

METAIR INVESTMENTS LIMITED
(Incorporated in the Republic of South Africa)
(Registration Number 1948,/031013,/06)

JSE share code: MTA ISIN: ZAE 000090692
(“Metair” or “the company”)

Important note concerning this form of proxy:

This form of proxy is only for the use by those shareholders of Metair who have not yet dematerialised their shares in Metair
or who have dematerialised their shares in Metair and such dematerialised shares are recorded in the electronic sub-register of
Metair Investments Limited in the shareholder’s own name (“entitled shareholders”).

If either of the above situations is not applicable to you, you must not use this form. In such event, you must notify your duly
appointed Central Securities Depository Participant (“CSDP”) or broker, as the case may be, in the manner stipulated in the
agreement governing your relationship with your CSDP or broker, of your instructions as regards voting your shares at the annual
general meeting.

A shareholder entitled to attend and vote at the meeting may appoint one or more proxies of his/her own choice to attend,
speak, and, on a poll, vote in his/her stead at the annual general meeting of the company to be held at 14:00 on Wednesday, 5

May 2010 at Wesco House, 10 Anerley Road, Parktown, Johannesburg. A proxy need not be a shareholder of the company.
|
(name in block letters)

of (address)

being holder/s of ordinary shares in the company, do hereby appoint:

1. or failing him/her
2. or failing him/her

3. the chairman of the annual general meeting as my,/our proxy to attend, speak and, on a poll, vote on my/our behalf at
the annual general meeting which will be held for the purpose of considering and, if deemed fit, passing, with or without
modification the ordinary and special resolutions to be proposed thereat and at any adjournment thereof, and to vote for or
against the resolutions or abstain from voting, in accordance with the following instructions:

Voting instruction:
Please indicate with an “X” in the appropriate spaces how votes are to be cast In favour Against Abstain

1. Adoption of financial statements ] ] ]
2. Re-election of Mr (T Loock as a director [l O] ]
3. Re-election of Mr A Joffe as a director O O] ]
4. Re-election of Mr L Soanes as a director [l ] ]
5. Special business:

Ordinary resolution number 1

Placing of unissued shares under the control of the directors | ] ]

Special resolution number 1

General authority to repurchase the company’s securities ! ] ]
Signed at on 2009.

Signature:

Assisted by me (where applicable)

This form of proxy should be lodged at the registered office of the company (Wesco House, 10 Anerley Road, Parktown,
Johannesburg) or at the Transfer Secretaries (Computershare Investor Services (Pty) Limited, 70 Marshall Street, Johannesburg,
2001/P0 Box 61051, Marshalltown, 2107), by no later than Thursday 30 April 2010 at 14:00.

Please read the notes on the reverse side hereof.
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NOTES:

1. A shareholder may insert the name of a proxy or the names of two alternative proxies of the shareholder’s choice in the

space(s) provided, with or without deleting “the chairman of the general meeting”, but any such deletion must be initialled
by the member. The person whose name stands first on the form of proxy and who is present at the general meeting will be
entitled to act as proxy to the exclusion of those whose names follow.

u,n

. Please insert an “x”, in the relevant spaces according to how you wish your votes to be cast. However, if you wish to cast

your votes in respect of a lesser number of shares than you own in the company, insert the number of ordinary shares held

in respect of which you desire to vote. Failure to comply with the above will be deemed to authorise the proxy to vote or

to abstain from voting at the annual general meeting as he/she deems fit in respect of all the member’s votes exercisable
thereat. A shareholder or his/her proxy is not obliged to use all the votes exercisable by the shareholder or by his/her proxy,
but the total of the votes cast and in respect whereof abstention is recorded may not exceed the total of the votes exercisable
by the shareholder or by his/her proxy.

. Forms of proxy must be lodged with or posted to the transfer secretaries, Computershare Investor Services (Pty) Limited,

Ground Floor, 70 Marshall Street, Johannesburg, 2001 (P.0. Box 61051, Marshalltown, 2107) so as to be received by not later
than 14:00 on Thursday, 30 April 2010.

. The completion and lodging of this form of proxy will not preclude the relevant shareholder from attending the annual

general meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof.

. Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity must be

attached to this form of proxy unless previously recorded by the company’s transfer secretaries or waived by the chairman of
the annual general meeting.

. Any alternation or correction made to this form of proxy must be initialled by the signatory(ies).

. A minor must be assisted by his/her parent or guardian unless the relevant documents establishing his/her legal capacity are

produced or have been registered by the transfer secretaries of the company.

. The chairman of the annual general meeting may reject or accept a form of proxy which is completed and/or received,

other than in accordance with these instructions and notes, provided that he/she is satisfied as to the manner in which the
shareholder concerned wishes to vote.



Metair Investments Limited
Wesco House
10 Anerley Road
Parktown
Johannesburg

www.metair.co.za
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