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COMPANY SECRETARY: SM Vermaak

INTERIM RESULTS COMMENTARY

Introduction

Metair continues to operate within a difficult trading environment, with a
resolute focus on meeting strategic priorities set out earlier in the current
financial year ending 31 December 2024 (“FY2024”). The reporting period
required ongoing agility within Metair’s operating markets and mitigating
actions to address the negative impacts of lower South African Original
Equipment Manufacturers’ (“OEMs”) customer demand and volume variability.

Both business verticals performed resiliently relative to their challenging
operating and trading conditions, maintaining constant supply to customers.
Challenges experienced include, inter alia, high interest and inflation rates as
well as persistent supply chain and port disruptions.

Management’s efforts focused on maintaining stability, improving profitability,
and enhancing liquidity at Hesto Harnesses (“Hesto”), the group’s managed
associate, following the significant losses incurred in the first half of the 2023
financial year (“FY2023”), (“H1 2023” or “Prior Period”). Efforts also centred
around stabilising Mutlu Akii in Tiirkiye, following production disruptions
experienced in the second half of FY2023.

During FY2024, the Metair board of directors (“Board”) approved a debt
restructuring plan formulated by management to address the elevated debt
levels. The plan covers Hesto’s debt obligations as well as negotiating the
disposal of Mutlu Akii to pay off South African debt and reduce the interest
cost burden.

Group results (as reported, unless otherwise stated)

Group revenue increased by 4% to R8 billion (H1 2023: R7.6 billion) for the six
months ended 30 June 2024 (“H1 2024”). From a volume perspective, total
automotive battery units sold in the Energy Storage business improved by
10%, up 358 000 units from 3.6 million in the Prior Period to 3.9 million units,
supported by stronger aftermarket and export sale volumes.

Overall vehicle production volumes were 7% softer, declining from c. 292 000
in H1 2023 to ¢. 270 000. Globally, Toyota Motor Corporation has faced certain
challenges with their engine certification processes which have unfortunately
impacted the local OEM (TSAM) and their ability to produce and export some

of their product to Europe in FY2024. Indications are that these issues will be
resolved in the short-term and production volumes will resume to normal levels.

Group reported EBITDA* and EBIT** was negatively affected by primarily non-
operational hyper inflationary accounting from Mutlu Akii.

Despite the impact of lower local OEM volumes and a continued depreciation
of the Turkish Lira (“TL”), the EBIT margin, excluding the impact of
hyperinflation complexities and restatements, was 6.8% (H1 2023: 6.4%).
Reported EBIT margin was 1.7% (H1 2023: 4.2%).

Excluding the impact of hyperinflation, EBITDA improved to R729 million
(H1 2023: R676 million). Reported Group EBITDA was R385 million
(H1 2023: R529 million).

* 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.

** Earnings before interest and taxation, calculated as profit before interest,
taxation, share of associate earnings and net monetary gain arising from
hyperinflation in Tiirkiye.

Net finance expenses increased by 59% to R446 million (H1 2023:

R280 million) due to elevated net debt levels to support customer expansion,
a high working capital cycle and extreme interest rates in Tiirkiye. Mutlu Akii’s
net interest costs increased by 103% to R326 million (H1 2023: R161 million).
A net monetary gain arising from hyperinflation accounting restatements of
R309 million (H1 2023: R180 million) was recognised.

Share of equity profit from associates amounted to R9 million

(H1 2023: R10 million loss). Hesto’s share of post-tax equity profits for the
period of R5 million (H1 2023: R427 million loss) is not included within equity
accounted earnings as in terms of equity accounting rules until sufficient future
profits are generated to reverse the accumulated losses. Hesto’s results are
included within the segmental review and in the calculation of debt covenants.
Return on invested capital improved to 11.9% (H1 2023: 5.3%).

Headline earnings per share decreased to a loss of 3 cents per share from
41 cents in H1 2023, mainly as a result of the significant increase in net
interest costs of R166 million and the impact of applying hyperinflation
accounting on earnings of Mutlu Aku.

Automotive Components Vertical

As previously advised, cutbacks in local vehicle production are having a
significant effect on component manufacturers. According to the National
Association of Automobile Manufacturers of South Africa (NAAMSA), passenger
cars and light commercial vehicle sales have decreased by 6.9% and 9.4%,
respectively, for H1 2024.

Core subsidiary businesses (excluding Hesto) namely, lighting (Lumotech),
suspension (Supreme Springs) and H-VAC (Smiths Manufacturing)
contributed R3.3 billion to group revenue, a 14% decrease from H1 2023, and
generated EBIT of R196 million (H1 2023: R264 million) at a margin of 5.9%
(H1 2023: 6.8%), impacted by temporary lower customer demand and supply
chain disruptions. The impact was effectively mitigated through continued
focus on operating efficiencies and stringent cost control.

With the inclusion of Hesto, the Automotive Components business generated
revenue of R6.2 billion (H1 2023: R6.6 billion), being a decrease of 6%. EBIT
showed a strong recovery from a loss of R448 million in H1 2023 to a profit of
R308 million in H1 2024, with a margin of 5.0% (H1 2023: 6.8% loss).

Hesto

The Hesto turnaround strategy continued in a positive direction. Revenue
increased by 7% from R2.7 billion to R2.9 billion and EBIT improved from a
loss of R711 million in H1 2023 to a profit of R112 million in H1 2024, covering
net interest charges. This performance mitigated the decrease of volumes
from a major customer and demonstrates the recovery from the previously
reported challenging new customer model ramp up.

Ford volumes progressed in line with expectations and close collaboration
between Hesto, its customers and technology partner has positively supported
revenue and operating profit over the remaining revised business case model
life of eight years. Management continues to focus on production efficiencies
and cost reductions as well as preparations for new customer facelifts and
model introductions.

If Hesto were to be included as a subsidiary on a ‘pro forma’ consolidated
basis (with all else being equal), group EBIT (before results of associates and
hyperinflation restatements) improves from a loss of R205 million in H1 2023
to a profit of R650 million in H1 2024, at a margin of 6%.

Energy Storage Vertical

The Energy Storage Vertical’s revenue increased by 23% to R4.6 billion

(H1 2023: R3.7 billion) with an increase in total volumes of 10% from

3.6 million to 3.9 million units. Total OEM battery sales volumes accounted
for 35% of total energy volumes (H1 2023: 36%), a slightly higher mix than
the target of 30%. The group’s emphasis remains on correcting the sales mix
going forward.

When excluding the impact of hyperinflation in Tirkiye, the vertical reported
a 12% increase in revenue to R4.5 billion (H1 2023: R4.0 billion) and
generated R392 million in EBIT (H1 2023: R291 million) at a margin of 8.6%
(H1 2023: 7.2%). As a result of Mutlu, on a reported hyperinflation basis,
EBIT for the vertical declined 95% to R6 million (H1 2023: R121 million) after
the non-cash impact of inflating inventory and cost of goods sold.

At Rombat S.A in Romania (“Rombat”), automotive volumes improved by
41% to 1.3 million batteries (H1 2023: 0.957 million batteries), resulting in
an EBIT of R20 million (H1 2023: R11 million loss). The volume recovery was
supported by strong market gains in European exports and aftermarket.

First Battery’s (“FB”) automotive battery volumes decreased 9% from

0.864 million units to 0.786 million units in a competitive and price sensitive
market. FB generated EBIT of R152 million (H1 2023: R83 million) at a margin
of 14% (H1 2023: 7.4%) owing to increased focus on product mix and
improved manufacturing efficiencies.

Mutlu Akii Automotive battery volumes increased to 1.8 million batteries
(H1 2023 1.76 million batteries), stemming from a 28% increase in
export sales. However, the sales mix continues to be weighted in OEM

at ¢. 50% and declining local aftermarket sales of 0.5 million batteries
(H1 2023: 0.6 million).

When translated into South African Rand (ZAR), Mutlu Akii contributed
R185 million (H1 2023: R220 million) of EBIT on a pre-hyperinflation basis,
as the TL devalued on average 35% against the ZAR and 43% against the
United States Dollar.

Tirkiye interest rates increased to 50% and inflation peaked at 71.6%.
To mitigate against the increased financial volatility, the group has announced
its disposal of its entire shareholding in Mutlu Akii.

Financial position

Group net asset value per share increased to 2 923 cents (FY2023: 2 790 cents).
Net working capital increased to R3.7 billion (FY2023: R3.33 billion) to
support customer expansion as well as Mutlu Akii’s elevated working capital
cycle. Cash utilised in operations (before interest and taxes) improved from
R42 million in H1 2023 to cash generated of R161 million.

Group reported net debt (borrowings less cash and cash equivalents, excluding
Hesto) increased to R3.4 billion during H1 2024 (FY2023: R2.8 billion)
primarily due to working capital requirements in Tirkiye.

Going concern, liquidity and debt covenants

The group’s reported net debt to equity ratio remained high at 59%

(FY2023: 52%). Net debt to EBITDA was 3.5 times (FY2023: 2.6 times). This was
higher than the target of 2.5 times due to funding taken up for new projects and
the impact of hyperinflation on Mutlu Aki’s results.

The group’s revolving credit facilities (“RCFs”) of R1 275 million

(RCF 1, R750 million maturing August 2026 and RCF 2, R525 million

maturing April 2025) and preference share funding of R840 million (maturing
December 2024) are subject to covenant methodology. Net debt, calculated on

a covenant testing methodology which includes Hesto, amounted to R5.4 billion
(FY2023: 4.6 billion) at balance sheet date, at 2.95 times adjusted EBITDA
(FY2023: 3 times). Despite the high debt level, the group remained within agreed
banking covenant levels.

A debt restructure plan was formulated and approved by the Board for the
proposed refinance and ring-fencing of South African operations only, in order
to rebalance and recapitalise Hesto debt. Subsequently, Hesto’s balance sheet
will be restructured to introduce longer term external funding from proposed
lenders to align to a project financing methodology. Management is focused
on the optimisation and the deleveraging of debt which includes the recently
announced disposal of Mutlu Ak.

The group’s lenders remain supportive and are engaging with the Board on the
debt restructure and refinance programme that will ensure a sustainable capital
structure in the medium term. The debt restructure programme is anticipated to
launch during Q4 2024. Post 30 June 2024, the group raised the ZAR equivalent
of $38.2 million in the form of a bridge loan as the first step to rebalance the
shareholder loan funding in Hesto and consequently advanced c. R685 million as
a subordinated loan to Hesto.

Unutilised credit facilities amounted to R828 million (FY2023: R767 million) in
South Africa and R1 billion (FY2023: R1.6 billion) equivalent conditional facilities
internationally.

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

Capital expenditure (including Hesto)

The group invested R261 million (H1 2023: R316 million) to support future
growth and efficiency improvements, of which 55% was spent in South Africa
and 45% was spent in the international battery businesses. R93 million of
the investment was spent on maintenance, R162 million on expansion and
R7 million on health and safety.

Financial guarantees

The group provides proportionate (74.9%) financial guarantees on behalf of Hesto,
for funding facilities provided by Standard Bank of South Africa, and shareholder
loans as well as extended trade credit support from Yazaki Corporation (“Yazaki”).
The shareholder loan from Yazaki amounted to $51 million at 30 June 2024.

0On 1 July 2024, Metair advanced R685 million ($38.2 million) as part of the broader
capitalisation and rebalancing of the shareholder funding in Hesto pro-rata.

The equivalent financial guarantee of $38.2 million, previously granted in favour
of the other shareholder, Yazaki, was released. The new funding of R685 million
raised from an external funder is guaranteed by Metair. In addition, Metair
extended the level of guarantees over extended trade credit support facilities
advanced by Yazaki to Hesto for up to $52.4 million.

European Commission’s Statement of Objections

Shareholders are referred to the announcements published on SENS on

6 December 2023 and subsequent, respectively, wherein shareholders were
advised that Metair and its subsidiary, Rombat, had received an advance copy
of a Statement of Objections (“Statement”) from the European Commission
(“Commission”) expressing concerns that battery manufacturers, including
Rombat, may have potentially violated EU anti-trust rules in the field of
automotive lead-acid starter batteries between 2004 and 2017 and that Rombat
was in the process of conducting an in-depth analysis of the Statement for
purposes of preparing an initial response to the Commission.

A reply to the Statement was submitted in April 2024 and the Commission
conducted oral hearings during July 2024, at which Rombat and Metair presented
opening arguments regarding the Statement, as well as supporting evidence. At
this stage, no ruling or final determination has been made or communicated by
the Commission and a reliable estimate of any potential fine cannot be made.

Outlook and prospects

Metair operates best in a stable and high-volume production environment and
full year performance is dependent upon original equipment volumes at major
customers and geo-economic conditions in international markets. The group
will continue to drive effective project management and operating efficiencies to
improve the current base and return on invested capital.

Despite the short-term impacts of a decrease in volumes and high levels of debt,
management has made significant progress on the previously communicated
stabilisation and turnaround strategy which will continue into the second half

of FY2024. The Group has stabilised major new projects undertaken in FY2023
with Hesto demonstrating a strong operational recovery. Ongoing profitability
improvement initiatives are expected to enhance future earnings and support
reduced debt levels.

The finalisation of the Mutlu disposal will eliminate the effects of hyperinflation

and high interest rates (circa R750 million per year) related to the Mutlu debt of
approximately R1.3 billion. This will create improved visibility of the underlying

business as there will be no overhang from Tiirkiye.

Post the disposal the remaining Metair Group debt is expected to be
approximately R3.7 billion and will be subject to a debt restructuring exercise.

Metair’s focus going forward will primarily be an automotive component
manufacturing business focused on South Africa, with a strategic focus of being
a key player in the sub-Saharan African mobility and energy sector, which has
compelling macroeconomic tailwinds in the medium to long-term. Diversification

within these sectors will be key. Afce



