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OPERATING PROFIT
Increased 7% to

R487m

* Earnings before interest, taxation, depreciation and amortisation — calculated as group operating profit and
equity-accounted earnings plus depreciation, amortisation and impairments on non-financial assets.
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* No ordinary dividend was declared for the year ended 31 December 2022 and 31 December 2023.

EXECUTIVE DIRECTORS: PS 0’Flaherty (CEO); A Jogia (CFO)

INDEPENDENT NON-EXECUTIVE DIRECTORS: TN Mgoduso (Chairperson); B Mawasha (Lead Independent); PH Giliam; N Medupe; NL Mkhondo; MH Muell (German); AK Sithebe; S Sithole (Zimbabwean) (Alternate director to NL Mkhondo)

* An ordinary dividend of R0.90 per share was declared in 2022 in respect of the year ended 31 December 2021.

COMPANY SECRETARY: SM Vermaak

SUMMARISED CONSOLIDATED RESULTS COMMENTARY

Introduction

Conditions remained challenging, with a difficult and volatile trading environment, as well as high
interest and inflation rates impacting financial results in the geographies where the group operates.
The corrective steps taken to address and stabilise performances in both business verticals resulted
in a strong improvement in the second half of the year.

Ongoing supply chain disruptions, exacerbated by the deterioration in rail and port infrastructure in
South Africa, created delays and increased costs through emergency airfreight. To mitigate this, the
group maintained higher levels of safety stock to support Original Equipment Manufacturers (OEMs)
that often varied production volumes. Added to this, geo-political tensions and adverse economic
policies in Tiirkiye and Europe impacted the group’s international battery businesses.

Management’s efforts were largely focused on the two key businesses that most significantly impact
liquidity, operations, and results. These include the recovery of the group’s managed associate, Hesto
Harnesses (“Hesto”), following the significant losses incurred in the first half of the 2023 financial year
as well as stabilising Mutlu Akii in Tiirkiye.

Group results

Group revenue increased 14% to R15.9 billion (2022: R13.9 billion), supported by improved OEM
production volumes in South Africa and increased price growth, mainly due to higher material cost
content and complexity. The Automotive Components business (excluding Hesto which is accounted
for as an associate) contributed R7.82 billion to group revenue, a 48% increase from 2022. Hesto’s
revenue increased by 222% from R1.8 billion to R5.7 billion. Revenue from the Energy Storage
business declined 7% to R8.0 billion (2022: R8.6 billion), mainly due to lower aftermarket and export
volumes from Mutlu Ak.

Group EBIT (earnings before interest and taxation, calculated as profit before interest, taxation and
share of associate earnings) increased 7% to R487 million (2022: R453 million). EBIT margin was
3.1% (2022: 3.3%), which was impacted by operational inefficiencies during ramp up of a major
customer project across a number of subsidiaries, the non-cash impact of hyperinflation accounting
adopted for Mutlu Akii and impairment of the Li-lon line in Romania (Rombat) of R179 million. On

a pre-hyperinflation basis and excluding impairments, EBIT increased by 46% to R1 150 million
(2022: R789 million) at a 7.3% margin (2022: 5.8%).

Net finance expenses increased 97% to R741 million (2022: R377 million) due to increased borrowing
rates, specifically in Tiirkiye, where market interest rates ranged between 45% — 55%, combined
with higher net debt levels to support customer expansion and high working capital investments.

Net monetary gains arising from hyperinflation accounting restatements were R556 million

(2022: R398 million).

Share of equity losses from associates amounted to R10 million (2022: R239 million loss). Hesto’s
share of post-tax equity losses of R393 million are not included within equity accounted earnings.

In terms of equity accounting rules under IFRS (IAS28), if there are no contractual shareholder
obligations to fund Hesto’s operating losses, the portion of losses exceeding the carrying value of
the underlying investment is not recognised and deferred until sufficient future profits are generated
to reverse the accumulated losses. Hesto’s loss is included within the segmental results and in the
calculation of debt covenants.

Group EBITDA (earnings before interest, taxation, depreciation and amortisation — calculated as group
operating profit and equity-accounted earnings plus depreciation, amortisation and impairments on
non-financial assets) increased to R1.1 billion (2022: R592 million).

Headline earnings per share (HEPS, adjusted for impairments as well as capital profits on disposals),
increased by 152 cents to 135 cents per share (2022: 17 cents per share l0ss).

Automotive Components Vertical

South African OEM production volumes of passenger vehicles and light commercial vehicles (LCVs)
grew 20% to 649 231 units in 2023, assisted by new model launches and the recovery after

last year’s floods. The vertical (including Hesto) experienced strong revenue growth, contributing
R13.5 billion (2022: R7.1 billion), an increase of 92%.

Core subsidiary businesses (excluding managed associate Hesto) such as Lumotech, Supreme Spring
and Smiths Manufacturing performed well. Their performances contributed to EBIT of R567 million
(2022: R393 million) at a margin of 7.3% (2022: 7.4%), impacted by OEM customer volume and mix
variability and supply disruptions.

Hesto

Ramp up to production proved extremely challenging for the new major customer model, with
significant design, engineering and facelift changes. This complexity necessitated higher than
expected up-front costs, labour, and line capacity, as well as inventory. Unfortunately, excessive
once-off airfreight and labour costs of R465 million contributed to a R711 million loss before
interest and taxes at Hesto in the first half of the year. Close collaboration with the customer and
the technology partner led to a commercial price adjustment, providing significant support over
the remaining model life of nine years. Hesto generated R104 million EBIT in the second half of
2023, but due to the significant losses in the first half, incurred a full-year EBIT loss of R608 million
(2022: R349 million loss).

Energy Storage Vertical

Geo-political tensions, high inflationary and other economic pressures dampened automotive battery
sales and total volumes declined 17% from 8.7 million to 7.3 million units. Total OEM battery sales
volumes accounted for 36% of total energy volumes (2022: 28%), a slightly higher mix than target.
The Group’s emphasis is on correcting the sales mix going forward by improving export volumes in
other markets and replenishing aftermarket channels following the production challenges in Q4.

Energy Vertical reported an EBIT increase of 37% to R268 million (2022: R195 million). On a pre-
hyperinflation basis and before impairment of the Li-lon line in Rombat, revenue declined 3.6% to

R8 billion (2022: R8.3 billion), R730 million EBIT was generated (2022: R746 million) and EBIT margin
held steady at 9.1% (2022: 9.0%).

Sales of automotive batteries at Rombat in Romania were maintained at 2.3 million units, although
tensions in Ukraine affected consumer sentiment and demand in Europe. Rombat generated EBIT of
R33 million (2022: R36 million), impacted by regional instability and high energy cost.

Sales of automotive battery volumes for First Battery increased 8% from 1.5 million units to

1.7 million units in a competitive and price sensitive market. First Battery improved local market
share and generated EBIT of R183 million (2022: R177 million) at a margin of 8.5% (2022: 8.8%).
First Battery expanded its traded product portfolio to increase the range of standby, renewable energy
applications and industrial backup solutions while transitioning into the industrial trading model.
Benefits are expected to fully materialise from 2024. Total industrial segment revenue amounted to
R602 million (2022: R598 million).

Mutlu Akil terminated export sales to Russia in line with European Union sanction regulations imposed
on Russia. This, combined with cancellations from a key customer in the United States, decreased
export volumes by 69% to 0.5 million units (2022: 1.7 million units). A difficult labour environment

in Tiirkiye, unfortunately also resulted in a shortage of contract workers during the last quarter of
2023. The situation was resolved, but production was constrained for 2.5 months. New labour union
wage rate negotiations were successfully concluded in February 2024 without disruptions. Given the
Group’s firm commitment to prioritise OEM customers, Mutlu Akii local aftermarket sales suffered

a decrease of 34% to 1.0 million units (2022: 1.6 million units). Total Mutlu Akii automotive sales
volume amounted to 3.4 million batteries (2022: 4.9 million).

Mutlu Aki’s local currency (pre-hyperinflation) EBIT increased 18.7% to Turkish Lira TL 645 million
(2022: TL 544 million) at an EBIT margin of 13.6% (2022: 11.9%). When translated into South
African Rand (ZAR) earnings, Mutlu Akii contributed R515 million (2022: R530 million) EBIT as

the TL devalued on average 20% against the ZAR. Tirrkiye interest rates increased to 42.5% and
annual inflation peaked at 64.8%. Net interest costs therefore increased by 115% to R485 million
(2022: R226 million).

Financial position

Net working capital increased by R128 million to R3.33 billion (2022: R3.18 billion). To ensure the
security of supply to customers, the Group increased safety stock levels, especially for imported
components with long lead times. Group inventory increased 23% to R3.3 billion (2022: R2.7 billion),
offset by lower trade receivables. Higher raw material and commodity prices (especially lead in
Tiirkiye) raised levels of working capital.

The changes in working capital contributed to an improvement in cash generated from operations
from R151 million in 2022 to R1.2 billion, resulting in cash conversion of 104% (2022: 18%). Free
cash generated amounted to R306 million (2022: R664 million utilised). Cash and cash equivalents
declined to R567 million from R980 million in the prior year, arising mainly at Mutlu Akii as lower
export sales impacted cash cycles and higher interest payments. Group net debt (borrowings less
cash and cash equivalents, excluding Hesto) increased to R2.8 billion at year-end (2022: R2.6 billion)
primarily due to the intensive capital expansion and working capital needs, especially in Tiirkiye.

Group net asset value per share increased to 2 790 cents (2022: 2 615 cents).

Going concern, liquidity and debt covenants

The group’s net debt to equity ratio amounted to 52% (2022: 51%). Net debt to EBITDA was 2.6 times
(2022: 4.4 times). This was higher than the target of 2.5 times due to higher working capital, funding
taken up for new projects and the impact of hyperinflation on Mutlu Akii’s results.

Net debt, calculated on a covenant testing methodology which includes Hesto, amounted to
R4.6 billion at balance sheet date, at 3 times EBITDA. Despite the high debt level, the group remained
within agreed banking covenants levels.

The group’s revolving credit facility (RCF) 2 funding of R525 million, due in April 2024, has been
successfully extended for an additional year. Management is closely monitoring debt levels and
liquidity, with a priority to reduce debt in a responsible manner. In addition, the group is implementing
a range of strategies to reduce and restructure debt levels, including effective cash management
and cost control, delaying non-critical capital expenditures and engaging customers for flexible
support on capital investments for new models. Unutilised credit facilities amounted to R767 million
(2022: R752 million) in South Africa and R1.6 billion (2022: R1.2 billion) equivalent conditional
facilities internationally.

The Metair board of directors re-assessed the long-term viability of Hesto. Together with the

support of funders, the technical partner and customers, as well as cost reduction and efficiency
improvements, the business is sustainable over the remaining model life of key projects. Management
is committed to return the company to sustainable profitability and positive cash generation.

Management and the board determined that there is no material uncertainty or significant doubt upon
the group’s ability to continue as a going concern and sufficient access to facilities are available for
ongoing operational requirements.

Financial guarantees

During the year, the company provided financial guarantees amounting to $57 million for funding
and trade credit support advanced to Hesto by the other shareholder, Yazaki Corporation. The funding
structure at Hesto will form part of a debt restructure and refinancing programme.

Capital expenditure (including Hesto)

The group invested R690 million (2022: R1.16 billion) capital expenditure to support future growth
and efficiency improvements. R289 million was spent on maintenance, R380 million on expansion
and R21 million on health and safety. For 2024, management will continue to prioritise investing for
future growth and sustainability and plan to commit R910 million. Main areas of expenditure include
R409 million for critical maintenance, R281 million for new customer vehicle models, R55 million
on Rombat’s solar energy project and R96 million on health and safety requirements, including
earthquake protection upgrades at Mutlu Ak.

European Commission’s Statement of Objections (S0)

As advised previously, Metair and its subsidiary in Romania, Rombat, are currently conducting an
in-depth analysis of the SO to prepare an initial response to the European Competition Commission
(Commission), which will be submitted during April 2024. This will be followed by an oral hearing at
the Commission later in the year. It is not clear when the Commission’s final decision will be issued.

The setting of a fine involves a complex calculation, with several factors to be considered, including
various mitigation factors and a potential inability to pay. The legal maximum limit that can be
imposed is an administrative penalty of up to 10% of annual turnover for the year preceding the
Commission’s decision. Due to the uncertainty in quantifying and determining the timing of any
potential fine, the matter is being treated as a contingent liability at balance sheet date.

Outlook and prospects

Metair’s focus remains on achieving efficient manufacturing of new models and facelifts, particularly
concentrating on profitability at Hesto. The Energy Storage Vertical continues to focus on improving
volumes and mix, securing new hard currency export markets, and benefiting from its industrial
solutions portfolio in South Africa.

The group will focus on effectively managing debt and working capital levels. However, it will still
experience elevated finance costs due to recent investments in new customer vehicle models and
higher cost of borrowings in Tiirkiye where the economic environment is challenging.

The Group’s lenders remain supportive of its short term cash management initiatives and have
committed to engage with the management team on a debt restructure and refinance programme
that will ensure a sustainable capital structure in the medium term. An update on the progress of this
process will be provided during the first half of the financial year ended 31 December 2024 (“FY24”).

The outlook for the year ahead is dependent on OEM customer production volumes in the Automotive
Components Vertical and improved aftermarket and exports sales mix in the Energy Storage Vertical.

The new management team’s priorities at the start of FY24 will remain on stabilising the leadership
team after significant changes in the previous year, addressing high debt levels, achieving project
profitability at Hesto, unlocking value from Mutlu Akii and resolving the competition concerns in
Romania. By releasing the friction these obstacles create, the Group can start to regain its momentum
and return to growth. The leadership team will spend the next few months to address the priority
areas and evaluate the current situation, with the finalisation of a detailed turnaround strategy aimed
for the second half of FY24.



