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CORPORATE GOVERNANCE

 Aside from the exception mentioned below, Spanjaard Limited supports and applies the principles set out in the King II 
Report on Corporate Governance and has applied those parts of the King Report that are deemed applicable and effi cient 

for a group of this nature and size.

Under the stewardship of the Board, an open governance process is managed, through which stakeholders may derive 

assurance that the Company is being managed in an ethical and disciplined manner according to risk parameters based on 

the principles of transparency, accountability, responsibility and fairness.

BOARD OF DIRECTORS

The Board of Directors is based on a unitary structure and comprises four executive directors and four non-executive 

directors, of which Dr. D.P. van der Nest and B.L. Montgomery are independent. Any new directors are appointed by the 

Board of Directors as a whole. The Board of Directors meets regularly in order to set overall Group policies and takes 

decisions on matters of strategic importance to the Group. The executive directors, including the Chairman, are involved in 

the day-to-day management of the business.

Changes to the Board of Directors comprise the following:

C.K.T. Palmer was appointed to the Board of Directors on 7 October 2008.

A.R.J. Spanjaard resigned as Managing Director on 19 March 2009 to become a non-executive director. C.A. Gordon-

Bennett was appointed as Managing Director on the same date.

All directors have access to the advice and service of the Company Secretary, who is responsible for ensuring that Board 

procedures are followed.

All directors are entitled to seek independent professional advice about the affairs of the Group at the Group’s expense.

A number of sub-committees have been appointed by the Board to assist in discharging its duties, details of which are 

provided below.

During the year directors attended Board meetings as follows:

 24 April 18 Sept 27 Feb 
 2008 2008 2009 Total Total % meetings 
Director Attended Attended Attended meetings attended attended

R.J.W. Spanjaard 

(Executive Chairman) Yes Yes Yes  3   3   100 

G.F. Cort 

(Executive Director) Yes No Yes 3   2   67 

B. L. Montgomery 

(Non-executive Director) Yes No Yes 3   2   67 

C.A. Gordon-Bennett 

(Managing Director) Yes No Yes 3   2   67 

A.R.J. Spanjaard 

(Non-executive Director) Yes Yes Yes  3   3   100 

Dr. D.P. van der Nest 

(Non-executive Director) No Yes Yes 3   2   67 

M.A. Barnes 

(Non-executive Director) Yes Yes Yes  3   3   100 

C.K.T. Palmer 

(Executive Director) N/A N/A Yes 1   1   100 
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BOARD OF DIRECTORS (continued)

 Re-election of Board members is on a rotational basis to ensure Board continuity. The curriculum vitae of the directors to 
be re-elected are set out below:

R.J.W. Spanjaard – Founder of Spanjaard Limited group in 1960.

G.F. Cort – joined our sales staff in 1996 and was appointed a director of the Company February 2006. Currently his 
portfolio includes supervision of international sales and logistics related thereto.

A.R.J. Spanjaard – joined Spanjaard Limited in a sales capacity March 2003 and was appointed Managing Director November 
2007 from which position he resigned 19 March 2009 to pursue personal interests. If elected he will remain a non-executive 
director and is extremely well placed to advise on a wide range of subjects due to the insight gained from the positions he 
has occupied over the years.

B.L. Montgomery – joined the Board of Spanjaard Limited in November 2005 as a non-executive director, is a stockbroker 
and was connected with our JSE listing in 1987, 22 years ago.

C.K.T. Palmer – has an MSc and MBA from the University of OFS, joined our technical staff fi ve years ago and is currently in 
charge of all technical matters including research and product development.

AUDIT COMMITTEE
The committee presently comprises:

– Dr. D.P. van der Nest (Chairman) – non-executive director
– B.L. Montgomery – non-executive director

The external auditors of the Group, Mazars Moores Rowland, have unrestricted access to this committee.

Members of the Group’s fi nancial management attend all meetings by invitation.

The committee meetings focus on fi nancial reporting requirements, both internal and external, and review fees charged by 
the external auditors, the appointment of the external auditors, risk analysis and compliance with corporate governance.

The committee is governed by a written charter and the audit committee members have considered and are of the opinion 
that they are adequately independent from the Company and Group, and managements thereof, within the spirits of the 
Code of Corporate Practices and Conduct.

A minimum of three meetings are held annually . During the period under review, the meetings were attended by 
Dr. D.P. van der Nest (Chairman), R.J.W. Spanjaard (Chairman of the Board of Directors), Representatives of Mazars 
Moores Rowland and E. Nepgen (Financial Manager) were present by invitation.

REMUNERATION COMMITTEE
The committee presently comprises:

– M.A. Barnes (Chairman) – non-executive director
– B.L. Montgomery – non-executive director
– R.J.W. Spanjaard – Chairman of the Board of Directors

The remuneration committee is responsible for ensuring that executive directors and senior management are appropriately 
remunerated and incentivised for their contribution to the Group’s fi nancial and operating performance. The committee 
meets twice per annum or as required.

CORPORATE GOVERNANCE
(continued)
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INTERNAL CONTROL
The directors acknowledge their responsibility for the Group’s system of internal fi nancial controls which have been 
established in order to provide reasonable assurance of the safeguarding of assets against unauthorised use or disposal and 
the maintenance of proper and reliable accounting records and fi nancial information. These controls have been effective in 
the current fi nancial year and remain effective on 5 May 2009. 

INTERNAL CONTROL
 The responsibility for the operation of these systems of internal controls lies with the executive directors who review 
them regularly to be satisfi ed that they are appropriate to provide reasonable assurance against material misstatement or 
loss. Because of this compensating control and the small size of the Group, it is the view of the Board that no internal audit 
function is required.

The control systems include established policies and procedures, limits of authority, delegation and detailed reporting 
mechanisms, with comparisons against expectations and budgets. These control systems are communicated throughout the 
organisation and are relied upon to provide reasonable and not absolute assurance.

Since 1 November 2004 the Company has implemented ISO 9001:2000 as an additional system to complement its internal 
controls. SABS renewed the annual certifi cation on 21 November 2007 without major non-compliances.

EMPLOYMENT EQUITY
The Group is committed to complying with the Employment Equity Act and has submitted its plan to the Department of 
Labour. 

The employment objective of the Group is to achieve workplace equity by promoting equal opportunity and fair treatment 
in the workplace through:

– elimination of unfair discrimination
– the implementation of Affi rmative Action measures to redress the disadvantages in employment experienced by 

designated groups, women and people with disabilities, in order to ensure their equitable representation in all 
occupational categories and levels in the workforce.

Various measures have been implemented in the workplace to ensure that the objectives of the Employment Equity Act are 
attained. Measures to increase awareness include the display of a summary of the Act as well as discussions with employees 
and employee representatives.

The Group has appointed a BEE consulting fi rm to compile a BBBEE score card as a verifi ed report on the current status as 
a BBBEE contributor according to the latest DTI Codes of Good Practice (released 9 February 2007).

ETHICS
The Board and employees strive to ensure that the Group conducts its business with integrity towards its shareholders and 
competitors and every effort is made to create a culture and value system that directors, employees, business partners and 
customers are proud to be associated with.

SKILLS DEVELOPMENT AND TRAINING
The Group is committed to the ongoing training and development of employees in order to ensure the continuous growth 
of the Group’s skills-base. 

CORPORATE GOVERNANCE
(continued)
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 The directors have pleasure in submitting their audited fi nancial statements which form part of the annual report of the 

Company and of the Group for the year ended 28 February 2009.

NATURE OF BUSINESS
The Company is a manufacturer and distributor of specialised lubricants and allied chemical products for industrial and 
consumer/automotive applications. Subsidiaries comprise two companies producing metal powders, two property 
companies, two foreign companies trading in the United Kingdom and The Netherlands and one dormant company in 
Zimbabwe.

Export business continues to form a signifi cant part of turnover.

GENERAL REVIEW AND FINANCIAL RESULTS
The fi nancial statements on pages 11 to 51 set out fully the fi nancial position, results of operations and cash fl ows of the 
Group for the fi nancial year ended 28 February 2009.

The Company has adopted appropriate accounting policies that have been applied and have been supported by reasonable 
and prudent judgements and estimates that are consistent.

SUBSEQUENT EVENTS
No other matter which is material to the fi nancial affairs of the Company or the Group has occurred between 28 February 
2009 and the date of approval of the annual fi nancial statements.

SHARE CAPITAL
There were no changes in the authorised or issued share capital of the Group during the year under review.

DIVIDENDS
The directors have declared a fi nal dividend (No. 17) of 70 cents per share for the year ended 28 February 2009. The last 
day to trade cum dividend is Friday, 8 May 2009, payable to all shareholders of Spanjaard Limited recorded in the books of 
the Company at the close of business on Friday, 15 May 2009. Shares will commence trading ex-dividend on Monday, 
11 May 2009. The dividend is payable on Monday, 18 May 2009. An interim dividend (No. 16) of 15 cents per share 
was declared on 29 September 2008. Dividends totalled R6,921,423 for the year (2008: R1,099,300). Secondary tax on 
companies amounted to R692,142 for the year (2008: R117,055).

PROPERTY, PLANT AND EQUIPMENT
During the year the Group purchased plant and equipment amounting to R2,460,000 (2008: R1,243,543) and the Company 
purchased plant and equipment amounting to R2,418,000 (2008: R767,418), consisting mainly of plant and machinery and 
offi ce equipment. Future capital expenditure will be funded from internal resources and, if appropriate, borrowings.

There were no changes in the nature or use of property, plant and equipment.

Details of the freehold land and buildings of the various companies are contained in registers, which are available for 
inspection at the registered offi ces.

HOLDING COMPANY
The Company’s ultimate holding company is Spanjaard Group Limited, which held 44,2% (2008: 43.7%) of the issued share 
capital at year end.

GOING CONCERN
The fi nancial statements have been prepared using appropriate accounting policies, supported by reasonable judgements 
and estimates. The directors have a reasonable expectation that the Group has adequate resources to continue as a going 
concern.

DIRECTORS’ REPORT
for the year ended 28 February 2009
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DIRECTORS’ REPORT
for the year ended 28 February 2009 (continued)

SUBSIDIARY COMPANIES
Spanjaard Limited acquired Spanjaard EU BV on 1 March 2008. The following information relates to the Group’s fi nancial 
interest in its subsidiaries.

     Shares Shares
  Issued   at cost at cost
 Country of share % Interest 2009 2008
 incorporation capital held R’000 R’000

Bronzmet (Proprietary) Limited 1 South Africa  R100   100  –3 –3

Coppermet (Proprietary) Limited South Africa  R10,100   100   10  10
Slip Products (S.A.) (Proprietary) Limited South Africa  R200   100  –3 –3

Torpedo Investments (Proprietary) Limited South Africa  R2   100  –3 –3

Spanjaard UK Limited United Kingdom  GBP24,181   100   344  228
Spanjaard EU BV The Netherlands  EUR22,689   100   289  –
Molyslip Zimbabwe (Private) Limited 2 Zimbabwe  Z$500   100  –3 –3

     643 238

1 Indirectly held via Coppermet (Pty) Limited
2 Indirectly held via Spanjaard UK Limited
3 Shareholding less than R 1,000 is not refl ected.

DIRECTORATE 
The Board of Directors consists of four non-executive directors and four executive directors.

The following were the directors of the Company during the fi nancial year:

Director Appointed on

R.J.W. Spanjaard (Executive Chairman) 2 December 1960
M.A. Barnes (Non-executive Director) 11 June 2007
G.F. Cort (Executive Director) 6 February 2006
C.A. Gordon-Bennett (Managing Director) 17 September 2007
B.L. Montgomery (Non-executive Director) 23 November 2005
A.R.J. Spanjaard (Non-executive Director) 23 November 2005
Dr. D.P. van der Nest (Non-executive Director) 1 November 2006
C.K.T. Palmer (Executive Director) 7 October 2008

A.R.J. Spanjaard resigned as Managing Director on 19 March 2009 and C.A. Gordon-Bennett was appointed Managing 
Director on the same date.

INTERESTS OF DIRECTORS
The interests of directors in the shares of the Company were as follows:

2009 Direct Indirect

  Non-  Non- 
Director Benefi cial benefi cial Benefi cial benefi cial Total

R.J.W. Spanjaard  680,943  –  3,595,710  –  4,276,653
G.F. Cort  5,000  – – –  5,000
B.L. Montgomery  75,000  – – – 75,000
A.R.J. Spanjaard  146,000  – – –  146,000

   906,943  –  3,595,710   4,502,653
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2008 Direct Indirect

  Non-  Non- 
Director Benefi cial benefi cial Benefi cial benefi cial Total

R.J.W. Spanjaard  689,943  –  3,561,150  –  4,251,093
G.F. Cort  5,000  – – –  5,000
B.L. Montgomery  25,000  – – –  25,000
A.R.J. Spanjaard 146,000  – -  – 146,000

  865,943  –  3,561,150    4,427,093

The interests of senior management totalled 4,502,653 shares (2008: 4,427,093). There were no contracts of signifi cance 
during or at the end of the fi nancial year in which the directors of the Company are materially interested. No material 
change in the directors’ interests has taken place between 28 February 2009 and the date of this report. 

DIRECTORS’ REMUNERATION
Directors’ remuneration for the year under review in aggregate was as follows: 

  Post-employment 
 Short-term benefi ts benefi ts 

   Allow-    Retire-
 Fees Basic ances Medical Incentive Other ment 2009 2008
 R’000  R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

Executive Directors
R.J.W. Spanjaard  736  323  35  602  44  0  1,740  1,240 
A.R.J. Spanjaard 1  598  127  23   488   7  30  1,273  804 
G.F. Cort  341  271  30   230  –  77  949  772 
C.A. Gordon-Bennett  395  171  23   500  – 70  1,159  781 
C.K.T. Palmer  134  18  – 70  23  245 
G.S. le Roux  – – – –  –  – – 577 
D.H. Petersen  – – – –  –  – – 659

  2,204  910  111  1,890  51  200  5,366  4,833

Non-executive 
Directors
B.L. Montgomery 50  –  –  –  –  –  –  50  50
Dr. D.P. van der Nest 50  –  –  –  –  –  –  50  50
M.A. Barnes 50  –  –  –  –  –  –  50  46

 150  –  –  –  –  –  –  150 146

1A.R.J. Spanjaard resigned as Managing Director on 19 March 2009.

In terms of the Articles of Association the fees for directors’ services are determined by the Company in an annual general 
meeting.

COMPANY SECRETARY
Mrs. M.L. Bond was appointed on 1 June 2007. Her business and postal addresses are:

Business address: Postal address:
748-750 Fifth Street PO Box 7294
Wynberg Johannesburg
Sandton 2000
2090

AUDITORS 
Mazars Moores Rowland will continue in offi ce in accordance with section 270(2) of the Companies Act of South Africa, 1973.

DIRECTORS’ REPORT
for the year ended 28 February 2009 (continued)
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  Group Company
  2009 2008 2009 2008
 Notes R’000 R’000 R’000 R’000
ASSETS
Non-current assets
Property, plant and equipment  4   18,607   18,052   9,250   8,500 
Goodwill  5   437  – – –
Investment in subsidiaries  6  – –  228   228 
Intangibles  7   5  – – –
Deferred tax assets  8  –  187  – –

   19,049   18,239   9,478   8,728 

Current assets
Inventories  9   7,257   7,342   5,642   5,051 
Trade receivables and prepayments  10   22,653   11,594   22,721   10,114 
Amount due by subsidiaries and related companies  11   182   1,166   1,112   679 
Amount due by holding company  12   2,075   1,935   2,075   1,935 
Current income tax prepayments   1,361   140   1,060  –
Cash and cash equivalents  13   11,570   12,437   8,256   11,955 

   45,098   34,614   40,866   29,734 

Total assets   64,147   52,853   50,344   38,462 

EQUITY AND LIABILITIES
Capital and reserves attributable to the 
Company’s equity holders
Ordinary shares  14   407   407   407   407 
Share premium  14   6,464   6,464   6,464   6,464 
Reserves   24,971   26,423   12,917   16,285

Foreign currency translation reserve  15   101   100  – –
Revaluation reserve  16   9,309   10,022   4,580   5,170 
Retained earnings   15,561   16,301   8,337   11,115 

Total shareholders’ equity   31,842   33,294   19,788   23,156 

Non-current liabilities
Borrowings  17   1,831   950   1,221   376 
Deferred tax liabilities  8   3,208   3,810   1,134   1,558 
Loans from group companies  21   137  – – –

   5,176   4,760   2,355  1,934 

Current liabilities
Trade and other payables  18   17,217   12,913   18,338   11,432 
Borrowings  17   402   252   386   123 
Taxation   2,810   484   2,605   289 
Other fi nancial liabilities  19   3   55   3   55 
Bank overdraft  13  –  26  – –
Provisions   20   963   233   696   221 
Loans from group companies  21  – –  439   416 
Shareholders for dividends  34   5,734   836   5,734   836 

   27,129   14,799   28,201   13,372 

Total liabilities   32,305   19,559   30,556   15,306 

Total equity and liabilities   64,147   52,853   50,344   38,462 

BALANCE SHEETS
at 28 February 2009



Spanjaard Limited Annual Report 2009 15

INCOME STATEMENTS
for the year ended 28 February 2009

  Group Company
  2009 2008 2009 2008

 Notes R’000 R’000 R’000 R’000

Revenue  25   98,278   85,415   82,195   63,412 

Turnover  25   97,216   84,457   81,133   63,412 

Cost of sales   (61,159)  (53,208)  (49,907)  (39,448)

Gross profi t   36,057   31,249   31,226   23,964 

Other income   73   167   72   629 

Distribution costs   (4,514)  (3,211)  (3,648)  (2,596)

Administrative expenses   (23,500)  (23,474)  (22,378)  (19,770)

Finance costs 29(a)  (542)  (518)  (289)  (331)

Finance income 29(b)  989   791   981   562 

Profi t before tax  26   8,563   5,004   5,964   2,458 

Taxation  30   (3,095)  (1,656)  (2,411)  (796)

Profi t   5,468   3 348   3,553   1,662

  Cents Cents

Earnings per ordinary share and diluted 

earnings per share  31  67.1 45.2

Dividend per ordinary share:

Dividend relating to interim declaration  15.0
Dividend relating to profi ts from the 2007 

fi nancial year   5.0

Final dividend  70.0 10.0
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STATEMENTS OF CHANGES IN EQUITY
for the year ended 28 February 2009

     Foreign 
    currency Revalu-
  Share Share translation ation Retained 
  capital premium reserve reserve earnings Total
 Note R’000 R’000 R’000 R’000 R’000 R’000

Group
Balance at 1 March 2007   285   235   190   10,522   14,052  25,284

Net profi t  – – – –  3,348   3,348 

Foreign currency translation loss 15 – –  (90) – –  (90)

Devaluation of property, plant 

and equipment  – – –  (500) – (500)

Issue of shares   122   6,229  – – –  6,351 

Dividend paid  – – – –  (1,099)  (1,099)

Balance at 1 March 2008   407   6,464  100  10,022   16,301   33,294 

Net profi t   – – – –  5,468   5,468 

Foreign currency translation profi t 15 – –  1  – –  1 

Realisation of revaluation reserve 16 – – –  (713)  713  –

Dividend paid  – – – –  (6,921)  (6,921)

Balance at 28 February 2009   407   6,464   101   9,309   15,561   31,842 

Notes   14   14   15   16 

Company
Balance at 1 March 2007   285   235  –  4,800   10,553   15,873 

Net profi t  – – – –  1,661   1,661 

Revaluation of property, plant 

and equipment  – – –  370  –  370 

Issue of shares   122   6,229  – – –  6,351 

Dividend paid  – – – –  (1,099)  (1,099)

Balance at 1 March 2008   407   6,464  –  5,170   11,115   23,156

Net profi t   – – – –  3,553   3,553

Realisation of revaluation reserve 16 – – –  (590)  590  –

Dividend paid  – – – –  (6,921)  (6,921)

Balance at 28 February 2009   407   6,464  –  4,580   8,337   19,788 

Notes   14   14    16 
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CASH FLOW STATEMENTS
for the year ended 28 February 2009

  Group Company
  2009 2008 2009 2008

 Notes R’000 R’000 R’000 R’000

Cash fl ows from operating activities
Cash generated/(utilised) from operations   32   4,136   7,915   1,109   5,300 

Finance costs  29   (542)  (518)  (289)  (331)

Finance income  29   989   791   981   562 

Tax paid  33   (2,405)  (871)  (1,579)  (563)

Dividends paid  34   (2,023)  (280)  (2,023)  (280)

Net cash generated from/(used) in operating 

activities   155   7,037   (1,801)  4,688 

Cash fl ows from investing activities
Purchases of property, plant and equipment   (2,460)  (1,395)  (2,418)  (873)

Investment in subsidiary  – – – –

Proceeds from sale of property, plant and equipment   15   106   14   106 

Purchase of intangibles   (5) – – –

Proceeds of loans from subsidiaries  – – –  22 

Payment received from subsidiaries  – – –  828 

Net cash (used) in/generated from investing activities   (2,450)  (1,289)  (2,404)  83 

Cash fl ows from fi nancing activities
Increase/(Decrease) in borrowings   979   (690)  1,056   (655)

Decrease/(Increase) in amount due by holding company   (700)  (176)  (140) –

Decrease/(Increase) in amount due by related company   1,175   (522)  (410) –

Proceeds of share issue  –  6,351  –  6,351 

Net cash generated from fi nancing activities   1,454   4,963   506   5,696 

Net increase in cash and cash equivalents   (841)  10,711   (3,699)  10,467 

Cash and cash equivalents at beginning of year   12,411   1,700   11,955   1,488 

Cash and cash equivalents at end of year  13   11,570   12,411   8,256   11,955 
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 1. PRINCIPAL ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these fi nancial statements are set out below:

A.  Basis of preparation
The fi nancial statements have been prepared in accordance with International Financial Reporting Standards, and 
the Companies Act of South Africa, 1973. The fi nancial statements have been prepared under the historical cost 
convention except as described in the accounting policies below.

B.  Group accounting 
Subsidiaries, which are those entities in which the Group has an interest of more than one half of the voting rights 
or otherwise has power to govern the fi nancial and operating policies, are consolidated.

The existence and effect of potential voting rights that are presently exercisable or presently convertible are 
considered when assessing whether the Group controls another entity. 

Subsidiaries are consolidated from the date on which control is transferred to the Group and are no longer 
consolidated from the date that control ceases. The purchase method of accounting is used to account for the 
acquisition of subsidiaries. The cost of an acquisition is measured as the fair value of the assets given up, shares 
issued or liabilities undertaken at the date of acquisition plus costs directly attributable to the acquisition. The 
excess of the cost of acquisition over the fair value of the net assets of the subsidiary acquired is recorded as 
goodwill. See note H for the accounting policy on goodwill. Inter-company transactions, balances and unrealised 
gains on transactions between group companies are eliminated; unrealised losses are also eliminated unless cost 
cannot be recovered. Where necessary, accounting policies of subsidiaries have been changed to ensure consistency 
with the policies adopted by the Group.

C.  Business combinations
Business combinations are accounted for using the purchase method.

Goodwill is initially measured at cost being the excess of the cost of the business combination over the Group’s 
share in the net fair value of the acquiree’s identifi able assets, liabilities and contingent liabilities.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of 
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of 
the Group’s cash-generating units that are expected to benefi t from the synergies of the combination, irrespective 
of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cash generating unit and part of the operation within that unit is disposed of, 
the goodwill associated with the operation disposed of is included in the carrying amount of the operation when 
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured 
based on the relative values of the operation disposed of and the portion of the cash generating unit retained.

D.  Investment in subsidiaries of the Company 
Investment in subsidiaries are recognised at cost. These investments are subsequently measured at cost less any 
accumulated impairment losses.

E.  Foreign currency translation 
(1) Functional and presentation currency

Items included in the fi nancial 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 

fi nancial statements are presented in South African Rands, which is the Company’s functional and presentation 

currency.

NOTES TO THE FINANCIAL STATEMENTS
28 February 2009
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
E.  Foreign currency translation (continued)

 (2) Transactions and balances 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing 

at the dates of the transactions. 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.

(3) Group companies

The results and fi nancial position of all the Group entities (none of which has a currency of a hyperinfl ationary 

economy) that have a functional currency different from the presentation currency are translated into the 

presentation currency as follows:

(i) Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that 

balance sheet;

(ii) Income and expenses for each income statement are translated at average exchange rates (unless 

the average is not a reasonable approximation of the cumulative effects of the rates prevailing on the 

transaction dates, in which case income and expenses are translated at the dates of the transactions); and

(iii) All resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign operations 

are taken to shareholders’ equity. When a foreign operation is sold, such exchange differences are recognised 

in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and 

liabilities of the foreign entity and translated at the closing rate.

F.  Borrowing costs
Interest costs are charged against income using the effective interest rate method. 

G.  Property, plant and equipment
The cost of an item of property, plant and equipment is recognised as an asset when:

(i) it is probable that future economic benefi ts associated with the item will fl ow to the company; and

(ii) the cost of the item can be measured reliably.

Property, plant and equipment is initially recognised at cost including amounts incurred initially to acquire an 

item of property, plant and equipment and to bring the asset to the location and condition necessary for it to be 

capable of operating in the manner intended by management. Land and buildings comprise mainly factories and 

offi ces. Amounts incurred subsequent to initial recognition to add or replace part of an asset or as part of major 

maintenance are also recognised at cost. Land and buildings are shown at fair value, based on periodic valuations 

by external independent valuers. Any accumulated depreciation at the date of revaluation is eliminated against the 

gross carrying amount of the asset and the net amount is restated to the revalued amount of the asset. Plant and 

machinery is carried at revalued amount less accumulated depreciation and impairment. All other property, plant 

and equipment is stated at historical cost less accumulated depreciation and any impairment. 
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
G.  Property, plant and equipment (continued)

 Depreciation is calculated on the straight-line method to write off the cost or revalued amount of each asset to 

their residual values over their estimated useful lives as follows: 

Plant and machinery 5 – 25 years

Motor vehicles 5 years

Offi ce furniture and equipment 3 – 10 years

Leasehold improvements 25 years

Land is not depreciated.

Depreciation of an asset begins when it is available for use and ceases at the earlier of derecognition or when 

classifi ed as held-for-sale.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are included in 

operating profi t. When revalued assets are sold, the amounts included in fair value reserves are transferred to 

retained earnings.

Repairs and maintenance are charged to the income statement during the fi nancial period in which they are 

incurred. The cost of major renovations is included in the carrying amount of the asset when it is probable that 

future economic benefi ts in excess of the originally assessed standard of performance of the existing asset will fl ow 

to the Group. Major renovations are depreciated over the remaining useful life of the related asset. 

The residual value of assets are calculated by management after inspection of the machinery on an annual basis 

and comparisons with market related prices. The assets’ residual values, useful lives and depreciation methods are 

reviewed, and adjusted if appropriate, at each balance sheet date.  

The residual value of an asset is the estimated amount that an entity would currently obtain from the disposal of 

the asset, after deducting the estimated cost of disposal, if the asset were already of the age and in the condition 

expected at the end of its useful life. 

When a decision is made to sell an item of property, plant and equipment during the year, and it meets the 

requirements of IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, the asset is carried at the lower 

of its carrying amount of fair value less costs to sell, and depreciation on that asset ceases until it is sold. 

Any impairment is recognised directly in profi t or loss. 

H.  Goodwill 
Goodwill is initially recognised at cost. 

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

identifi able assets of the acquired entity at the date of acquisition. At each balance sheet date the Company assesses 

whether the goodwill is impaired. If an indicator of impairment exists, then it will be tested more frequently than 

the annual impairment test that is currently required. The extent to which the carrying amount of goodwill can be 

recovered is assessed and any required adjustment is included in operating profi t. Goodwill is not amortised and 

impairments are not reversed. 

The useful life and amortisation methods are reassessed annually.
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
 I.  Intangible assets 

An intangible asset is recognised when: 

(i) It is probable that the expected future economic benefi ts that are attributable to the asset will fl ow to the 

entity; and 

(ii) The cost of the asset can be measured reliably. 

Intangible assets are initially recognised at cost. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

The amortisation period and the amortisation method for intangible assets are reviewed every period-end. 

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as 

follows:

Trademarks 5 years 

J.  Impairment of assets 
The Group assesses at each balance sheet date whether there is any indication that an asset may be impaired. If any 

such indication exists, the Group estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the Group also tests goodwill acquired in a business 

combination for impairment annually. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. 

If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash 

generating unit to which the asset belongs is determined. 

The recoverable amount of an asset or a cash generating unit is the higher of its fair value less costs to sell and its 

value in use. 

The value in use is determined as an estimate of future cash fl ows as derived from the use of the asset. 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to 

its recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 

immediately in profi t or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease. 

Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the cash generating 

units, or groups of cash generating units, that are expected to benefi t from the synergies of the combination. 

An impairment loss is recognised for cash generating units if the recoverable amount of the unit is less than the 

carrying amount of the units. The impairment loss is allocated to reduce the carrying amount of the assets of the 

unit in the following order: 

(i) fi rst, to reduce the carrying amount of any goodwill allocated to the cash generating unit and 

(ii) then, to the other assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit.
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
J.  Impairment of assets (continued)

 The Group assesses at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for assets other than goodwill may no longer exist or may have decreased. If any such indication exists, 
the recoverable amounts of those assets are estimated. 

The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment loss does 
not exceed the carrying amount that would have been determined had no impairment loss been recognised for the 
asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other than 
goodwill is recognised immediately in profi t or loss. Any reversal of an impairment loss of a revalued asset is treated 
as a revaluation increase.

K. Financial instruments 
Initial recognition 
The Group classifi es fi nancial instruments, or their component parts, on initial recognition as a fi nancial asset, a 
fi nancial liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial assets and fi nancial liabilities are recognised on the Group’s balance sheet when the Group becomes party 
to the contractual provisions of the instrument. 

Loans to (from) group companies
These include loans to holding companies, fellow subsidiaries and subsidiaries and are recognised initially at fair value 
plus direct transaction costs. 

Subsequently these loans are measured at amortised cost using the effective interest rate method, less any 
impairment loss recognised to refl ect irrecoverable amounts. 

On loans receivable an impairment loss is recognised in profi t or loss when there is objective evidence that it is 
impaired. Objective evidence includes South African Reserve Bank exchange regulations and the ability of the 
entities to remit their loans based on annual assessments. The impairment is measured as the difference between 
the investment’s carrying amount and the present value of estimated future cash fl ows discounted at the effective 
interest rate computed at initial recognition.

Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount can 
be related objectively to an event occurring after the impairment was recognised, subject to the restriction that the 
carrying amount of the investment at the date the impairment is reversed shall not exceed what the amortised cost 
would have been had the impairment not been recognised. 

Loans to (from) group companies are classifi ed as loans and receivables. 

Trade and other receivables 
Trade receivables are measured at initial recognition at fair value plus transaction costs, and are subsequently 
measured at amortised cost. Appropriate allowances for estimated irrecoverable amounts are recognised in profi t 
or loss when there is objective evidence that the asset is impaired. Trade receivables are only impaired to the 
extent not recoverable from Credit Guarantee Insurance Corporation of Africa Limited (referred to as ‘Credit 

Guarantee’ in these statements). Credit Guarantee insures the Group against the non recovery of receivables. The 

allowance recognised is measured as the difference between the asset’s carrying amount and the present value of 

estimated recovery from Credit Guarantee using the original effective interest rate. 
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
K. Financial instruments (continued)

Trade and other receivables (continued)
Trade and other receivables are classifi ed as loans and receivables. 

Trade and other payables 
Trade payables are initially measured at fair value plus transaction cost, and are subsequently measured at amortised 

cost. These are categorised as liabilities held at amortised cost.

Cash and cash equivalents 
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid 

investments that are readily convertible to a known amount of cash and are subject to an insignifi cant risk of 

changes in value. These are initially recorded at fair value. Cash and cash equivalents are subsequently disclosed at 

amortised cost. 

Cash and cash equivalents are classifi ed as loans and receivables. 

Bank overdraft and borrowings 
Bank overdrafts and borrowings are initially measured at fair value plus transaction costs, and are subsequently 

measured at amortised cost, using the effective interest rate method. Any difference between the proceeds (net of 

transaction costs) and the settlement or redemption of borrowings is recognised over the term of the borrowings 

in accordance with the Company’s accounting policy for borrowing costs. 

Bank overdraft and borrowings are derecognised when no current obligation exists to settle the amount 

outstanding. 

Bank overdraft and borrowings are categorised as liabilities held at amortised cost. 

Other loans and receivables 
Other fi nancial assets classifi ed as loans and receivables are initially recognised at fair value plus transaction costs, 

and are subsequently carried at amortised cost less any accumulated impairment. 

These fi nancial assets are not quoted in an active market and have fi xed or determinable payments and are 

categorised as liabilities held at amortised cost. 

Derivatives 
Derivative fi nancial instruments, which are not designated as hedging instruments, consisting of foreign exchange 

contracts, are initially measured at fair value on the contract date plus transaction costs, and are re-measured to fair 

value at subsequent reporting dates. 

Changes in the fair value of derivative fi nancial instruments are recognised in profi t or loss as they arise. 

Derivatives are classifi ed as fi nancial assets at fair value through profi t or loss. 

The fair value of the forward exchange contract is calculated at market to market price of similar contracts at the 

reporting date. 
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
K. Financial instruments (continued)

Derecognition of fi nancial instruments 
A fi nancial liability is derecognised when the obligation specifi ed in the contract is discharged, cancelled or expired. 

A fi nancial asset is derecognised when the contractual rights to the cash fl ows expire, are transferred or are 

discharged. 

L.  Leases 
Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership 

are classifi ed as fi nance leases. Finance leases are capitalised at the inception of the lease at the lower of the fair 

value of the leased property or the present value of the minimum lease payments. Each lease payment is allocated 

between the liability and fi nance charges so as to achieve a constant rate on the fi nance balance outstanding. The 

corresponding rental obligations, net of fi nance charges, are included in other long term payables. The interest 

element of the fi nance cost is charged to the income statement over the lease period so as to produce a constant 

periodic rate of interest on the remaining balance of the liability for each period. The property, plant and equipment 

acquired under fi nance leases is depreciated over the shorter of the useful life of the asset or the lease term.  

Leases where a signifi cant portion of the risks and rewards of ownership are retained by the lessor are classifi ed 

as operating leases. Payments made under operating leases are charged to the income statement on a straight-line 

basis over the period of the lease. 

M.  Inventories 
Inventories are stated at the lower of cost or net realisable value. Cost is determined using the weighted average 

method. The cost of fi nished goods and work in progress comprises raw materials, direct labour, other direct 

costs and related production overheads (based on normal operating capacity) but excludes borrowing costs. Net 

realisable value is the estimated selling price in the ordinary course of business, less the costs of completion and 

selling expenses.  

N.  Prepayments 
Prepayments comprise expenditure paid in advance for which benefi ts will realise in subsequent periods.

O.  Share capital 
Ordinary shares are classifi ed as equity. Incremental external costs directly attributable to the issue of new shares, 

other than in connection with a business combination, are shown in equity as a deduction, net of tax, from the 

proceeds. Share issue costs incurred directly in connection with a business combination are included in the cost of 

acquisition.  

P.  Deferred income tax 
A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred 

tax liability arises from: 

(i) the initial recognition of goodwill ; or 

(ii)  the initial recognition of an asset or liability in a transaction which 

–  is not a business combination; and 

–  at the time of the transaction, affects neither accounting profi t nor taxable profi t (tax loss). 
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
P.  Deferred income tax (continued)

 A deferred tax liability is recognised for all taxable temporary differences associated with investments in 

subsidiaries except to the extent that both of the following conditions are satisfi ed: 

(i) the parent, investor or venturer is able to control the timing of the reversal of the temporary difference; and

(ii) it is probable that the temporary difference will not reverse in the foreseeable future. 

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that 

taxable profi t will be available against which the deductible temporary difference can be utilised, unless the deferred 

tax asset arises from the initial recognition of an asset or liability in a transaction that: 

(i) is not a business combination; and 

(ii) at the time of the transaction, affects neither accounting profi t nor taxable profi t (tax loss). 

A deferred tax asset is recognised for all deductible temporary differences arising from investments in subsidiaries, 

branches and associates, and interests in joint ventures, to the extent that it is probable that: 

(i) the temporary difference will reverse in the foreseeable future; and 

(ii) taxable profi t will be available against which the temporary difference can be utilised. 

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent 

that it is probable that future taxable profi t will be available against which the unused tax losses and unused STC 

credits can be utilised. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the 

asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively 

enacted by the balance sheet date. 

Q. Employee benefi ts 
(1) Short-term employee benefi ts 

The cost of short term employee benefi ts (those payable within 12 months after the service is rendered, such 

as paid vacation leave and sick leave, bonuses, and non-monetary benefi ts such as medical care) are recognised 

in the period in which the service is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services 

that increase their entitlement or, in the case of non-accumulating absences, when the absence occurs.

A liability for employee benefi ts in the form of bonus plans is recognised in other provisions when there is no 

realistic alternative to settle the liability and at least one of the following conditions is met.

(i) There is a formal plan and the amounts to be paid are determined before the time of issuing the fi nancial 

statements; or 

(ii) Past practice has created a valid expectation by employees that they will receive a bonus sharing and the 

amount can be determined before the time of issuing the fi nancial statements. 

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the amounts 

expected to be paid when they are settled. 
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 1. PRINCIPAL ACCOUNTING POLICIES (continued)
Q. Employee benefi ts (continued)

(2) Provident fund obligations 
The scheme is funded through payments to a defi ned contribution plan. A defi ned contribution plan is a 
provident plan under which the Group pays fi xed contributions into a separate entity (a fund) and will have no 
legal or constructive obligations to pay further contributions if the fund does not hold suffi cient assets to pay 
all employees benefi ts relating to employee service in the current and prior periods. Once the contributions 
have been paid, the Company has no further payment obligations. The regular contributions constitute net 
periodic costs for the year in which they are due and as such are included in staff costs as the related service is 
rendered.

(3) Termination benefi ts 
Termination benefi ts are payable whenever an employee’s employment is terminated before the normal 
retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefi ts. 
The Group recognises termination benefi ts when it is demonstrably committed to either terminate the 
employment of current employees according to a detailed formal plan without possibility of withdrawal or to 
provide termination benefi ts as a result of an offer made to encourage voluntary redundancy. Benefi ts falling 
due more than 12 months after balance sheet date are discounted to present value.  

R. 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 outfl ow of resources will be required to settle the obligation, and a reliable estimate of the 
amount can be made. Where the Group expects a provision to be reimbursed, for example under an insurance 
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain.  

S.  Revenue recognition 
Revenue is measured at the fair value of the amount received or receivable. Sales are recognised when signifi cant 
risks and rewards of ownership of the goods are transferred to the buyer. 

Interest income is recognised using the effective interest rate method. 

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

T.  Dividends 
Dividends payable are recorded in the Group’s fi nancial statements in the period in which they are declared. 

U.  Judgements and estimates 
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. 

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by 
defi nition, seldom equal the related actual results. The estimates and assumptions that have a signifi cant risk of 
causing a material adjustment to the carrying amounts of assets and liabilities within the next fi nancial year are 
discussed in Note 38. 

V.  Segment reporting 
Business segments provide products or services that are subject to risks and returns that are different from those 
of other business segments. Geographical segments provide products or services within a particular economic 
environment that are subject to risks and returns that are different from those of components operating in other 
economic environments.
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NOTES TO THE FINANCIAL STATEMENTS
28 February 2009 (continued)

 3. SEGMENT INFORMATION 
(a) Primary reporting format – business segments

  Metal  Reconciling 
 Lubricants powders Other  items  Total
 R’000 R’000 R’000 R’000 R’000

2009
Sales  81,133   21,994   10,269   (16,180)  97,216 
Profi t from operations  5,964   1,680   931   (459)  8,116 
Finance costs – net      447 

Profi t before tax      8,563 
Income tax expense      (3,095)

Net profi t      5,468 

Segment assets  50,513   9,552   13,649   (9,567)  64,147 

Total assets      64,147 

Segment liabilities  18,357   4,261   5,552   4,135   32,305 

Total liabilities      32,305 

Other segment items
Capital expenditure  2,389   15   48  –  2,452 

Depreciation  1,661   199   19  39   1,918 

2008
Sales  63,412   22,820   5,589   (7,364)  84,457 
Profi t from operations  4,731   2,308   509   (2,817)  4,731 
Finance income – net      273 

Profi t before tax      5,004 
Income tax expense      (1,656)

Net profi t      3,348 

Segment assets  38,577   8,062   10,598   (4,384)  52,853 

Total assets      52,853 

Segment liabilities  14,922   3,945   2,817   (2,125)  19,559 

Total liabilities      19,559 

Other segment items
Capital expenditure  1,180   63  – –  1,243 

Depreciation  1,207   310   19    1,536 

At 28 February 2009, the Group was organised on a worldwide basis into two main business segments:
(i) Lubricants: the manufacture of specialised industrial and consumer lubricants
(ii) Metal powders: the manufacture of various types and grades of metal powders

Other operations of the Group mainly comprise the distribution of manufactured goods to consumers in 
overseas markets and dormant companies, neither of which are of a suffi cient size to be reported separately.

There are no sales or other transactions between the business segments.

Segment assets consist primarily of property, plant, equipment, intangible assets, inventory, receivables and 
operating cash and exclude taxation assets. Segment liabilities comprise operating liabilities and exclude taxation 
liabilities. Capital expenditure comprises additions to property, plant and equipment (Note 4).
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NOTES TO THE FINANCIAL STATEMENTS
28 February 2009 (continued)

 3. SEGMENT INFORMATION (continued)
(b) Secondary reporting format – geographical segments

The Group’s three business segments are managed on a worldwide basis and also operate in four main 
geographical areas:
(i) South Africa is the home country of the parent company which is also the main operating company. The 

areas of operation are principally the manufacture of specialised lubricants and metal powders.
(ii) Europe is the main area of operation from where export sales are distributed.

Sales, as detailed on page 6, are based on the region in which the customer is located. There are no sales 
between the segments. Total assets and capital expenditure are where the assets are located.

   Capital
 Sales Assets expenditure
 2009 2008 2009 2008 2009 2008
 R‘000 R‘000 R‘000 R‘000 R‘000 R‘000

South Africa  72,129   62,662   64,147   52,853   2,452   1,243 
Africa  5,873   452  – – – –
Europe  3,815   7,395  – – – –
Asia  12,790   12,212  – – – –
Other countries  2,609   1,736  – – – –

  97,216   84,457   64,147   52,853   2,452   1,243 

     Offi ce
 Freehold   Leasehold furniture
 land and Plant and Motor  improve- and
 buildings equipment vehicles ments equipment Total
 R’000 R’000 R’000 R’000 R’000 R’000

4. PROPERTY, PLANT 
AND EQUIPMENT
Group
29 February 2008
Opening net book amount  6,600   10,992   517  –  1,330   19,439 
Additions –  198   197   787   189   1,371 
Revaluation –  (1,166) – – –  (1,166)
Disposals –  (54) – –  (2)  (56)
Depreciation charge –  (851)  (123)  (19)  (543)  (1,536)

Closing net book amount  6,600   9,119   591   768   974   18,052 

At 29 February 2008
Revaluation/Cost  6,600   9,281   810   872   5,699   23,262 
Accumulated depreciation –  (162)  (219)  (104)  (4,724)  (5,209)

Net book amount  6,600   9,119   591   768   974   18,052 

28 February 2009
Opening net book amount  6,600   9,119   591   768   974   18,052 
Additions –  1,804   219   72   385   2,480 
Disposals – – – –  (7)  (7)
Depreciation charge –  (1,088)  (132)  (7)  (692)  (1,918)

Closing net book amount  6,600   9,835   679   833   660   18,607 

At 28 February 2009
Revaluation/Cost  6,600   11,085   1,029   944   6,076   25,734 
Accumulated depreciation –  (1,250)  (350)  (111)  (5,416)  (7,127)

Net book amount  6,600   9,835   679   833   660   18,607 
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NOTES TO THE FINANCIAL STATEMENTS
28 February 2009 (continued)

4. PROPERTY, PLANT AND EQUIPMENT (continued)
The Group’s land and buildings comprise Erf 116, Wynberg, Sandton, with a factory, a warehouse and offi ces erected 
thereon and Erf 547, Alrode Extension 7, with a factory and offi ces erected thereon. The Group’s land and buildings 
were valued in the 2007 fi nancial year by Charles Zeff & Son Appraisers CC, a member of the Valuers’ Institute of 
South Africa. Valuations were performed using the discounted cash fl ow method at 28 February 2007. The Wynberg 
and Alrode properties were valued at R2,200,000 and R4,400,000 respectively. The directors are of the opinion that 
the value of the land and building have not fl uctuated signifi cantly from the prior year.

During the year offi ce furniture and equipment with a cost of R14,000 was disposed of due to water damage.

Mortgage bonds are secured on properties to the value of R609,000 (2008: R652,388) (Note 17).

Group assets encumbered by instalment sale agreements with a book value of R1,816,545 (2008: R577,747), include 
motor vehicles, plant and equipment and computer equipment.

The effective date of the revaluations of plant and machinery was 31 December 2007. Revaluations were performed by 
independent valuer, CM Zeff, a member of the Valuers’ Institute of South Africa, of Charles Zeff & Son Appraisers CC 
using the present market value method. Charles Zeff & Son Appraisers CC are not connected to the Company.

Additions include R1,856,081 (2008: R173,184) assets leased under fi nance leases where the Company is the lessee.

   Offi ce
 Plant and Motor  furniture and
 equipment vehicles equipment Total
 R’000 R’000 R’000 R’000

Company
29 February 2008
Opening net book amount  7,346   446   1,107   8,899 
Additions  226   247   294   767 
Revaluation  133  – –  133 
Disposals –  (55)  (2)  (57)
Depreciation charge  (584)  (131)  (527)  (1,242)

Closing net book amount  7,121   507   872   8,500 

At 29 February 2008
Revaluation/Cost  7,247   690   5,469   13,406 
Accumulated depreciation  (126)  (183)  (4,597)  (4,906)

Net book amount  7,121   507   872   8,500 

28 February 2009
Opening net book amount  7,121   507   872   8,500 
Additions  1,804   220   394   2,418 
Disposals – –  (7)  (7)
Depreciation charge  (872)  (108)  (681)  (1,661)

Closing net book amount  8,053   619   578   9,250 

At 28 February 2009
Revaluation/Cost  9,051   910   5,852   15,813 
Accumulated depreciation  (998)  (291)  (5,274)  (6,563)

Net book amount  8,053   619   578   9,250 

Company assets encumbered by instalment sale agreements with a book value of R1,756,663 (2008: R498,364) include 
motor vehicles, plant and equipment and computer equipment.

Additions include R1,856,081 (2008: R173,184) assets leased under fi nance leases where the Company is the lessee.
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 Group Company
 2009 2008 2009 2008

 Note R’000 R’000 R’000 R’000

5. GOODWILL
Goodwill arising on purchase of business  22  437  72 – –

Opening carrying value –  72  – –

Impairment –  (72) –  

Closing carrying value  437  – – –

6. INVESTMENT IN SUBSIDIARIES
Investments in unlisted subsidiaries are made up 

as follows:

Shares at cost     228   228 

Directors’ valuation of investment in unlisted 

subsidiaries exceeds cost. The directors consider 

the valuation reasonable in prevailing market 

conditions and due to relationship between 

the entities (refer to Directors’ report).

7. INTANGIBLE ASSETS
Trademarks

Opening net book amount – – – –

Additions  5  – – –

Closing net book amount  5   –  – –

Cost  5  – –  – 

Accumulated depreciation – –  –  – 

Net book amount  5  –  – – 
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8. DEFERRED INCOME TAXES
Deferred income taxes are calculated in full on temporary differences under the liability method using a principal tax 

rate of 28% (2008: 28%).

The movement on the net deferred income tax account is as follows:

 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

Deferred tax asset –  187  – –

Deferred tax liability  (3,208)  (3,810)  (1,134)  (1,558)

Net deferred tax at end of year  (3,208)   (3,623)  (1,134)   (1,558)

Net deferred tax at beginning of year  (3,623)  (4,101)  (1,558)  (1,971)

Deferred tax expense/(income) related to the 

origination and reversal of temporary differences  415   644   424  346 

Change in tax rate –  (166) –  67 

8.1 Deferred tax asset comprises:
Other provisions –  139  – –

Income received in advance –  48  – –

 –   187  – –

8.2 Deferred tax liability comprises:
Property, plant and equipment  (127)  (3,782)  187   (1,645)

Prepaid expenses  (64)  (28)  (64)  (28)

Deferred tax on realisation of revaluation reserve  (702) – – –

Other provisions  (2,315) –  (1,257) 115

  (3,208)  (3,810)  (1,134)  (1,558)

9. INVENTORIES
Raw materials (at cost)  3,600   4,498   2,711   2,910 

Finished goods (at cost)  3,657   2,734   2,931   2,031 

Goods in transit –  110  –  110 

  7,257   7,342   5,642   5,051 

During the fi nancial year, no inventory was considered obsolete, subsequently no inventory was written off or impaired.
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 Group Company
 2009 2008 2009 2008
 R’000 R’000 R’000 R’000

10. TRADE RECEIVABLES AND PREPAYMENTS

Trade receivables 20,347   11,023   21,393   9,729 
Allowance for doubtful debts –  (43) –  (43)
Prepayments  479   306   422   303 
Value added tax  51   120   48  –
Other  1,776   188   858   125 

  22,653   11,594   22,721   10,114 

Credit quality of trade and other receivables
The average credit period on sales is 30 days for local customers and 180 days for overseas. A letter of credit is 
obtained in order to receive payment earlier and fi nance charges are incurred on the balance of the period. No interest 
is charged on trade receivables. Before accepting a new customer the application has to be approved by the sales 
director and credit limits are reviewed at the request of the Group. All individual customers with balances exceeding 
0.35% of the total value of the trade receivables book are covered by Credit Guarantee insurance. The concentration 
of credit risk is limited due to the customer base being large and unrelated.

The credit quality of trade and other receivables that are neither past due nor impaired can be assessed by reference 
to the agreement with Credit Guarantee and the agreement relating to the recovery of outstanding receivables and is 
determined to be good.

Fair value of trade and other receivables
The carrying amount of the trade receivables approximate its fair value due to the short term nature of the balances at 
year end.

 Group Company
 2009 2008 2009 2008
 R’000 R’000 R’000 R’000

Trade and other receivables past due but 
not impaired
The ageing of amounts past due but not impaired 
is as follows:

–  31 to 60 days 2,142  1,995  2,365  1,397 
–  61 to 90 days  107   356   154   333 
–  over 90 days  169   533   983   440 

Currencies
The carrying amount of trade and other receivables 
for the Group (and the Company) are denominated 
in US Dollars ($) R7,4 million, Euro (a) R0.8 million 
and South African Rand (ZAR) R12.1 million.

Trade and other receivables impaired
No allowance is made for the impairment of 
receivables as at 28 February 2009.

The trade and other receivables impaired can 
be disclosed as follows
Opening balance (43) – (43) –
Reversed 43 – 43  – 
Raised – (43) – (43)

Closing balance – (43) – (43)
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10. TRADE RECEIVABLES AND PREPAYMENTS (continued)
Trade receivables are assessed for impairment on an individual client level.

No interest is charged on impaired debtors.

Terms and conditions
All applicants for fi nance have to be approved by the Debtors/Finance department of Spanjaard Limited and by Credit 

Guarantee.

Standard payment terms for local debtors is 30 days, and for foreign debtors 180 days.

All debtors outside the Group are insured by Credit Guarantee.

The bank overdraft and bank borrowings were secured by guarantees and cession of trade receivables in the 2008 year.

 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

11. AMOUNT DUE BY SUBSIDIARIES 
AND RELATED COMPANIES
Subsidiaries
Bronzmet (Proprietary) Limited – –  19  –

Slip Products (South Africa) (Proprietary) Limited – –  19  –

Spanjaard EU BV – –  47  –

Torpedo Investments (Proprietary) Limited – –  1,018   624 

 – –  1,103   624 

The loans granted to the subsidiary companies are 

unsecured, interest free and have no fi xed terms 

of repayment.

Related companies
Outsourced Merchandising and Sales (Proprietary) 

Limited  9   9   9   9 

Molyslip Zimbabwe (Pvt) Limited  173  – – –

Spanjaard EU BV –  1,157  –  46 

  182  1,166   9   55 

Amounts due by subsidiaries and related 

companies – current  182  1,166  1,112   679 

Outsourced Merchandising and Sales (Proprietary) Limited is a subsidiary of the ultimate holding company, Spanjaard 

Group Limited.

The amount due arises from operational transactions during the fi nancial year. 

The loans granted to the related companies are unsecured and interest free.

All amounts owing by related companies are considered recoverable and are therefore not impaired.
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 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

12. AMOUNT DUE BY HOLDING COMPANY
Spanjaard Group Limited  2,075   1,935   2,075   1,935 

The amount due arises from operational transactions 

during the fi nancial year. 

The loan to the Company’s holding company is 

unsecured and interest free.

13. CASH AND CASH EQUIVALENTS  
Cash at bank  11,558   12,427   8,254   11,950 

Bank overdraft –  (26) – –

Cash on hand  12   10   2   5 

  11,570   12,411   8,256   11,955 

For the purposes of the cash fl ow statement, the 

cash and cash equivalents comprise the following:

Cash and bank balances  11,570   12,437   8,256   11,955 

Bank overdraft –  (26) – –

  11,570   12,411   8,256   11,955 

14. ORDINARY SHARES
Authorised
15 000 000 ordinary shares of 5 cents each  750   750   750   750 

Reconciliation of number of shares issued:
Opening number of shares 8,143  5,700  8,143  5,700 

Issue of ordinary shares to Purple Capital Limited 

on 1 May 2007 –  2,443  –  2,443 

 8,143  8,143  8,143  8,143 

Issued
8 142 850 ordinary shares of 5 cents each  407   407   407   407 

Share premium  6,464   6,464   6,464   6,464 

  6,871   6,871   6,871   6,871 

Capital management policy
The Group’s objectives when managing capital are:

(i) to safeguard the Group’s ability to continue as a going concern, so that it can continue to provide returns for 

shareholders and benefi ts for other stakeholders; 

(ii) to provide an adequate return to shareholders by pricing products and services commensurately with the level of 

risk.

The Group manages the capital structure and makes adjustments to it in the light of changes in the current economic 

conditions and the risk characteristics of the underlying assets.
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 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

15. FOREIGN CURRENCY TRANSLATION 
RESERVE
The translation reserve comprises exchange 

differences on consolidation of the following foreign 

subsidiaries:

Spanjaard UK Limited  (42)  100  – –

Spanjaard EU BV  143    – –

  101   100  – –

16. REVALUATION RESERVE
Opening revaluation reserve balance  10,022   10,522   5,170   4,800 

Revaluation/(devaluation) –  (1,166) –  513 

Deferred tax on revaluation – current year –  163  –  (72)

Deferred tax on revaluation – prior year –  503  –  (71)

Depreciation (713) –  (590) –

  9,309   10,022   4,580   5,170 

17. BORROWINGS
Current
Finance lease liabilities  330   176   386   123 

Mortgage bond  72   76  – –

  402   252   386   123 

Non-current
Finance lease liabilities  1,294  376   1,221   376 

Mortgage bond  537   574  – –

  1,831   950   1,221   376 

Total borrowings  2,233   1,202   1,607   499 
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 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

17. BORROWINGS (continued)
Finance lease liabilities
Finance lease agreements covering certain Group 

items of machinery, motor vehicles and offi ce 

equipment, having a net book value of R1,816,545 

(2008: R577,747), Company R1,756,663 

(2008: R483,463)  1,624   552   1,607   499 

Generally agreements bear interest from 1.5% to 

3.5% below the prime overdraft rate, the current 

weighted average rate being 12% (2008: 12%). 

Repayments are made on a monthly basis and the 

remaining repayment periods on these agreements 

vary from 1 to 60 months.

Less: Current portion  (330)  (176)  (386)  (123)

  1,294   376   1,221   376 

The present value of fi nance lease liabilities is 

as follows:

Not later than 1 year  330   176   386  123 

Later than 1 year and not later than 5 years  1,294   376   1,221   376 

  1,624   552   1,607   499 

Finance lease liabilities – minimum lease payment

Not later than 1 year  609   463   592   403 

Later than 1 year and not later than 5 years  1,510   139   1,510   139 

  2,119   602   2,102   542 

Future fi nance charges on fi nance leases  (495)  (50)  (495)  (43)

  1,624   552   1,607   499 

The contractual payments per month on the above 

fi nance leases are:  57  –  54  –
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 Group
 2009 2008

 R’000 R’000

17. BORROWINGS (continued)
 Mortgage bonds
First mortgage bond over land and buildings, Erf 116 Wynberg, Sandton, 

bearing interest at participation bond rates, the current rate being 13.0% 

(2008: 13.5%). The bond is repayable in monthly instalments of R3,528 with 

a fi nal settlement payment of R29,000  226   238 

Less: Current portion  (42)  (45)

  184   193 

First mortgage bond over land and buildings, Erf 547 Alrode Extension 7, 

bearing interest at the prime overdraft rate, the current rate being 14.0% 

(2008: 14.5%). The balance of the bond is repayable in 84 remaining monthly 

instalments. Current repayments are R6,976 per month  383   412 

Less: Current portion  (30)  (31)

Total non-current portion of mortgage bond  537   574 

Maturity of mortgage bond
The remaining term and notional principle amount of the outstanding interest 

borrowing are as follows:

Less than 1 year 72  76 

2 to 5 years 304  284 

More than 5 years 233 290

 609  650 

The mortgage bonds are secured over certain of the land and buildings of the Group.

Bank borrowings
Bank overdraft –  (26)

The bank overdraft and bank borrowings are secured by guarantees and cession 

of trade receivables in the 2008 year.

Borrowing facilities
The Group has the following undrawn borrowing facilities:

Bank overdraft – prime rate  5,700   5,700 

The Group’s borrowing powers are unlimited in terms of its Articles of Association.
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 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

18. TRADE AND OTHER PAYABLES
Trade payables  13,704   11,511   15,197   9,418 
Accrued expenses  3,165   823   2,898   1,369 
Audit fee accrual  45   224   6   158 
Other payables  303   355   237   487 

  17,217   12,913   18,338   11,432 

Trade and other payables are settled net 60 days, 
exceptions are paid on an ad hoc basis.

19. OTHER FINANCIAL LIABILITIES
At fair value through profi t or loss
Derivative – forward exchange contracts  3   55   3   55 

 Leave pay Legal fees Total
 R’000 R’000 R’000

20. PROVISIONS 
 Group
At 1 March 2008  193   40   233 
Utilised during the year  (125)  (40)  (165)

 68  – 68 
Additional provision  128   767   895 

 At 28 February 2009  196   767   963 

Company
At 1 March 2008  181   40   221
Utilised during the year  (116)  (40)  (156)

  65  –  65 
Additional provision  114   517   631 

At 28 February 2009  179   517   696 

The leave pay provision has been raised as employees are entitled to leave payouts as per their employment contracts 
and has been calculated based on their leave due at year end multiplied by the daily cost to company. Directors do not 
accumulate leave pay and as such are not entitled to a lump sum payment.

The legal fee provision has been raised as a result of back charges being raised by the attorneys for which invoices have 
not yet been received but the amount has been agreed upon. The fees will be paid on the receipt of a valid invoice.

 Group Company
 2009 2008 2009 2008
 R’000 R’000 R’000 R’000

21. LOANS FROM GROUP COMPANIES
Coppermet (Pty) Limited – – (28) –
Spanjaard UK Limited – – (411) (416)
Spanjaard Manufacturing (137) – – –

 (137) – (439) (416)

The loans granted by the related parties are unsecured and interest free.
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22. BUSINESS COMBINATIONS AND ACQUISITIONS
Acquisitions in 2009
On 1 March 2008, the Group acquired 100% of the voting shares of Spanjaard EU BV, an unlisted company 

incorporated in The Netherlands.

The fair value of the identifi able assets and liabilities of Spanjaard EU BV as at the date of acquisition were:

 Fair value (R)

Property, plant and equipment 19,116 

Loans to group companies 682,379 

Inventories  727,875 

Trade and other receivables 88,266 

 1,517,636 

Loans from group companies (1,188,016)

Trade and other payables (766,995)

 (1,955,012)

Net assets at fair value (437,376)

Goodwill arising on acquisition (Note 5) 437,375 

Total consideration 1 

Management is of the opinion that the carrying amount approximated the fair value of the assets and liabilities at 

acquisition.

Spanjaard EU BV contributed R3.7 million to revenue and R157,000 to profi t before tax of the Group.

The Board of Directors approved the acquisition of Spanjaard EU BV because the company forms an integral part of 

the operating activities in Europe and holds future growth prospects.

23. CONTINGENCIES
Group
There are currently civil disputes in action against the Group, the expected costs to resolve the disputes are 

approximately R750,000 (2008: R50,000) but the outcome and settlement costs cannot yet be determined.

In the 2008 fi nancial year there were labour disputes in action against the Group, the expected costs to resolve the 

disputes are approximately R105,000 but the outcome and settlement costs cannot yet be determined.

Company
There are currently civil disputes in action against the Company, the expected costs to resolve the disputes are 

approximately R500,000 (2008: R310,000) but the outcome and settlement costs cannot yet be determined.

In the 2008 fi nancial year there were labour disputes in action against the Company, the expected costs to resolve the 

disputes are approximately R105,000 but the outcome and settlement costs cannot yet be determined.
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 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

24. COMMITMENTS
Operating lease – as lessee
Minimum lease payments due
–  within one year 32  32 32 32 

–  in second to fi fth year inclusive 37  69  37  69

 69 101  69  101 

Operating lease payments represent rentals payable 

by the Group for certain of its offi ce equipment. 

Leases are negotiated over an average term of four 

years and rentals are fi xed for the period of the lease.

25. REVENUE
Turnover from the sale of goods 97,216  84,457  81,133  63,412 

Other income received 1,062 958 1,062 1,191

 98,278  85,415  82,195  64,603 

26. PROFIT BEFORE TAX
The following items have been included 

in arriving at profi t before tax:

Depreciation on property, plant 

and equipment  Note 4  1,918   1,536   1,661   1,242 

Plant and equipment  1,088   851    872   584

Motor vehicles  132   123    108   131 

Leasehold improvements  7   19   3  – 

Offi ce equipment and furniture 692   543    678   527 

Staff costs  Note 27  19,749   13,238   18,161   11,886 

Auditor’s remuneration Note 28  482   423   372   318 

Raw materials and consumables used  61,159   46,490   49,907   32,988 

Operating lease expenditure  81   66   773   518 

Total cost of goods sold, marketing and distribution 

cost and administrative expenses  89,173   79,983   75,933   59,309 

Profi t on disposal of property, plant and equipment  8   50   8   50 
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 Group Company
 2009 2008 2009 2008

 R’000 R’000 R’000 R’000

27. STAFF COSTS
Short-term employee benefi ts
Salaries and wages  13,436   7,199   11,926   5,926 
Statutory contributions  114   117   107   108 

Post retirement employee benefi ts  1,033   1,143   962   1,073 

Provident fund – defi ned contribution plans  833   943   762   873 
Directors’ retirement benefi ts  200   200   200   200 

Directors’ emoluments  5,166   4,779   5,166   4,779 

Salaries and fees  5,366   4,979   5,366   4,979 
Post employment benefi ts  (200)  (200)  (200) (200)

  19,749   13,238   18,161   11,886 

It is compulsory for all employees to be members 
of the provident fund.

In the current year, the Company outsourced 
certain of its labour arrangements. The amount 
paid to the outsourced company is refl ected in 
salaries and wages.

28. AUDITOR’S REMUNERATION
Fees 343 263 271  158 
Adjustment for the previous year 139 84 101  84 
Consulting –  76  –  76 

 482 423 372  318 

29
(a). FINANCE COSTS

Financial liabilities at amortised cost  474   442   222   256 
Other  68   76   67   75 

  542   518   289   331 

29
(b). FINANCE INCOME

Loans and receivables  989   791   981   562 

30. INCOME TAX EXPENSE
South African normal tax
Current tax – current  2,777   1,246   2,143   859 
 – prior year adjustment –  (2) –  (2)
Deferred tax –  current  (415)  385   (424)  (111)
 –  change in tax rate –  (170) –  (67)
Secondary tax on companies  692   117   692   117 
Foreign tax  41   80  – –

Tax charge  3,095   1,656   2,411   796 

The Group has a calculated tax loss available of R407,685 (2008: R258 402) to set off against future taxable earnings.
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 Group Company
 2009 2008 2009 2008

 % % % %

30. INCOME TAX EXPENSE (continued)
The tax on the Group’s profi t before tax differs 

from the theoretical amount that would arise using 

the South African tax rate as follows: 

South African normal tax rate  28   28   28   28 

Adjustments for:

Expenses not deductible for tax purposes – – –  1 

Underprovision for taxation – prior years –  11  – –

Reduction of deferred tax rate – – –  (3)

Utilisation of assessed losses –  (9) – –

Secondary tax on companies  8   3   12   6 

Net increase/(decrease)  8   5   12   4 

Effective tax rate  36   33   40   32 

Gross calculated tax loss of companies in the Group at the end of the fi nancial year available for utilisation against 

future taxable incomes of these companies.

31. EARNINGS PER ORDINARY SHARE
Basic and diluted earnings per ordinary share is calculated by dividing the net profi t attributable to shareholders by the 

weighted average number of ordinary shares in issue during the year. The Company has no dilutive potential ordinary 

shares.

 Group
 2009 2008

Net profi t attributable to shareholders (R’000)  5,468   3,348 

Weighted average number of ordinary shares in issue (‘000s)  8,143   7,410 

Basic and diluted earnings per share (cents)  67.1   45.2 

The calculation of headline earnings per share is based on earnings as calculated below and a weighted average number 

of ordinary shares in issue of 8,142,850 (2008: 7,410,000).

 2009 2008 

 Gross Net Gross Net

Net profi t attributable to shareholders (R’000)  5,468   5,468   3,348   3,348 

Adjustments for:

Profi t on disposal of property, plant and 

equipment (R’000) (8) (8)   (50)  (50)

Headline earnings (R’000)  5,460   5,460   3,298   3,298 

Weighted average number of ordinary shares 

in issue (‘000’s)   8,143    7,410 

Headline earnings per share (cents)   67.1    44.5 
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 Group Company
 2009 2008 2009 2008

 % % % %

32. CASH GENERATED FROM OPERATIONS
Profi t before tax  8,563   5,004   5,964   2,457 

Adjustments for:
–  Depreciation  1,918   1,536   1,661   1,242 

–  Finance costs  542   518   289   331 

–  Finance income  (989)  (791)  (981)  (562)

–  Profi t on sale of property, plant and equipment  (8)  (50)  (8)  (50)

–  Provisions  731   275   476   244 

Changes in working capital:
–  Inventories  813   (631)  (591)  (528)

–  Trade and other receivables  (10,971)  651   (12,607)  1,158 

–  Trade and other payables  3,537   1,403   6,906   1,008 

Cash generated from operations  4,136   7,915   1,109   5,300 

33. INCOME TAX PAID
Opening balance  344   191   289   122 

Charge per income statement excluding movement 

in deferred tax  3,510   (1,406)  2,835   (974)

Closing balance  (1,449)  344   (1,545)  289 

Tax paid  2,405   (871)  1,579   (563)

34. DIVIDEND PAID
Opening balance – Shareholders for dividend  (836)  (836)  (836)  (17)

Declaration for the year  (6,921)  (1,099)  (6,921)  (1,099)

Closing balance – Shareholders for dividends  5,734   836   5,734   836 

Dividend paid  (2,023)  (1,099)  (2,023)  (280)

35. RELATED PARTIES
All transactions with related parties are in the normal course of business at arm’s length.

Relationships:
Holding company Spanjaard Group Limited

Subsidiaries Spanjaard UK Limited

 Spanjaard EU BV

 Coppermet (Proprietary) Limited

 Bronzmet (Proprietary) Limited

 Slip Products (S.A.) (Proprietary) Limited

 Torpedo Investments (Proprietary) Limited

Fellow subsidiaries Outsourced Merchandising and Sales (Proprietary) Limited

 Molyslip Zimbabwe (Pvt) Limited
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 2009 2008

 R’000 R’000

35. RELATED PARTIES (continued)
Group
Related party balances 
Amount owing by the parent
Loans – refer to note 12 for the terms of the loan. 2,075  1,935 

Trade payables –  (182)

Trade receivables – –

Amounts owing (to)/by fellow subsidiaries
Loans – refer to note 11 for the terms of the loan. 45  1,166 

Trade payables – (806)

Trade receivables – 703 

Transactions with parent
Interest received –  86 

Royalty fees paid for the use of trademarks –  80 

Company
Related party balances
Amount owing by the parent
Loans refer to note 12 for the terms of the loan. 2,075  1,935 

Trade payables –  (182)

Amounts owing (to)/by fellow subsidiaries
Loans – refer to note 11 for the terms of the loans. 673  254 

Trade receivables –  (193)

Trade payables –  1,723 

Transactions with parent
Interest received –  86 

Royalty fees paid for the use of trademarks –  80 

Transactions with fellow subsidiaries
Interest received –  135 

Rent paid 699  269 

Management fees received –  438 

36. FINANCIAL RISK MANAGEMENT
Financial risk factors
The Group’s activities expose it to a variety of fi nancial risks, including the effects of changes in debt market prices, 

foreign currency exchange rates and interest rates. The Group’s overall risk management programme focuses on the 

unpredictability of fi nancial markets and seeks to minimise potential adverse effects on the fi nancial performance of 

the Group. To manage their foreign exchange risk arising from future commercial transactions and recognised assets 

and liabilities, entities in the Group use derivative fi nancial instruments such as forward foreign exchange contracts to 

reduce certain exposures. 

There has been no change to the policies and procedures for managing risk from the prior year.
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36. FINANCIAL RISK MANAGEMENT (continued)
(i) Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative fi nancial instruments and trade debtors 
2009: R33,423,000 (2008: R30,977,000). The Group only deposits cash with major banks with high quality credit 
standing and limits exposure to any one counterparty.

Trade receivables comprise a widespread customer base. Customers are independently rated by Credit 
Guarantee and these ratings are used. Individual risk limits are set based on internal or external ratings in 
accordance with limits set.

The Group is exposed to a number of guarantees for the overdraft facilities of Group companies as per the bank 
and cash note above as well as the trade receivables disclosed.

The Group has no signifi cant concentrations of credit risk, due to its wide spread of customers. The Group has 
policies in place to ensure that sales of products are made to customers with an appropriate credit history and 
that partially guarantee the recoverability of trade receivables.

(ii) Foreign exchange risk
The Company operates internationally and is exposed to foreign exchange risk arising from various currency 
exposures, primarily with respect to the US Dollar, the Euro and the GB Pound. Foreign exchange risk arises from 
future commercial transactions, recognised assets and liabilities and net investments in foreign operations.

  2009 2008
 ’000 ’000

Foreign currency exposure at balance sheet date
Group 
Hedged current assets
Accounts receivable $–  $102 
Carrying value in Rands R– R764
The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Unhedged current assets
Accounts receivable e–  a67 
Carrying value in Rands R– R771
The average rate of R/a in 2009 was 12.447 (2008: 9.826).

Accounts receivable $740  $89 
Carrying value in Rands R7,386 R663
The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Hedged current liabilities
Accounts payable $92  $–
Carrying value in Rands  R937  R–

The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Unhedged current liabilities
Accounts payable e2 a24
Carrying value in Rands R21 R176
The average rate of R/a in 2009 was 12.447 (2008: 9.826).

Accounts payable $7 $205
Carrying value in Rands R53 R1,456
The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Unhedged fi nancial (liability)/asset

Amount due by Group company e– a64
Carrying value in Rands R– R645
The average rate of R/a in 2009 was 12.447 (2008: 9.826).

Although the Group hedges its foreign currency transactions, this does not qualify as hedging in terms of IFRS.
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  2009 2008

 ’000 ‘000

36. FINANCIAL RISK MANAGEMENT (continued)
(ii) Foreign exchange risk (continued)

Company
Hedged current assets
Accounts receivable $–  $102 

Carrying value in Rands R– R764

The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Unhedged current assets
Accounts receivable e92 a1

Carrying value in Rands R1,171 R10

The average rate of R/a in 2009 was 12.447 (2008: 9.826).

Accounts receivable $740  $–

Carrying value in Rands R7,386 R–

The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Hedged current liabilities
Accounts payable $92  $–

Carrying value in Rands  R937  R–

The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Unhedged current liabilities
Accounts payable e20 a24

Carrying value in Rands R249 R176

The average rate of R/a in 2009 was 12.447 (2008: 9.826).

Accounts payable $59 $205

Carrying value in Rands R570 R1,456

The average rate of R/US$ in 2009 was 8.703 (2008: 7.102).

Unhedged fi nancial (liability)/asset
Amount due to subsidiary (£29) (£24)

Carrying value in Rands (R410) (R357)

The average rate of R/£ in 2009 was 14.238 (2008: 14.177).

Amount due by subsidiary e4 a64

Carrying value in Rands R47 R645 

The average rate of R/a in 2009 was 12.447 (2008: 9.826).

Exchange rates used for conversion of foreign items were:
United States Dollar 9.985 7.492

Great British Pound 14.238 15.061

Euro 12.722 11.509

Foreign exchange contracts which relate to future commitments

Amount in foreign currency purchased Forward exchange rate Maturity date
US$84,700 1US$ = R10.202 31 March 2009

US$2,420 1US$ = R10.117 31 March 2009

US$4,740 1US$ = R10.255 31 March 2009
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36. FINANCIAL RISK MANAGEMENT (continued)
(ii) Foreign exchange risk (continued)

The Group reviews its foreign currency exposures on an ongoing basis. The Group expects its foreign exchange 

contracts to hedge foreign exchange exposure.

 2009 2008

 R’000 R’000

Sensitivity analysis 
The table below demonstrates the sensitivity to a reasonably possible change 

in exchange rates, with all other variables held constant, of the Group’s profi t 

before tax due to changes in the fair value of forward exchange contracts and 

foreign accounts payable and receivable.

Dollar fl uctuation

+5% 315  56 

-5% (315) (56)

Euro fl uctuation

+5% 1  3 

-5% (1) (3)

(iii) Interest rate risk
Refer to note on borrowings for the Group’s exposure to interest rate risk.

Sensitivity analysis
The table below demonstrates the sensitivity to a reasonably possible change in 

interest rates, with all other variables held constant, of the Group’s profi t before 

tax through the impact on variable rate borrowings.

Interest rate fl uctuation

+5% 27  26 

-5% (27) (26)

(iv) Liquidity risk
Prudent liquidity risk management implies maintaining suffi cient cash and marketable securities, the availability of 

funding through an adequate amount of committed credit facilities and the ability to close out market positions.

The table below analyses the Company’s fi nancial liabilities and net settled derivative fi nancial liabilities into 

relevant maturity groupings based on the remaining period at the balance sheet to the contractual maturity date. 

The amounts disclosed in the table are the contractual undiscounted cash fl ows. Balances due within 12 months 

equal their carrying balances as the impact of discounting is not signifi cant.
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36. FINANCIAL RISK MANAGEMENT (continued)
(iv) Liquidity risk (continued)

  Less than Between 1 Over 
  1 year and 5 years 5 years Total
At 28 February 2009 Average R’000 R’000 R’000 R’000

 Group
Finance lease agreements 12.00% 609 1,510  – 2,119
Mortgage bonds 13.50% 72  317  220 609
Trade and other payables – 17,217  – – 17,217
Forward exchange contract – outfl ow – 3  – –  3

  17,901   1,827  220  19,948

Assets 
Trade and other receivables – 22,123  – – 22,123
Shareholder’s loan – 2,075  – – 2,075
Cash and cash equivalents 9.00% 11,570  – – 11,570

  35,768  – – 35,768

At 29 February 2008 
Liabilities
Finance lease agreements 13.50% 376  123 – 499

Mortgage bonds 14.50% 76  284 290 650

Bank overdraft 14.50% 26  – – 26

Trade and other payables – 11,274  – – 11,274

Forward exchange contract – outfl ow – 55  – – 55

  11,807   407 290 12,504

Assets 
Trade and other receivables – 11,160  – – 11,160

Shareholder’s loan 5.00% 1,935  – – 1,935

Cash and cash equivalents 9.50% 12,437  – – 12,437

  25,532   – –   25,532 
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36. FINANCIAL RISK MANAGEMENT (continued)
(iv) Liquidity risk (continued)

  Less than Between 1 Over 
  1 year and 5 years 5 years Total
At 28 February 2009 Average R’000 R’000 R’000 R’000

 Company
Liabilities
Finance lease agreements 10.00% 567  1,510  – 2,077
Trade and other payables – 18,338  – – 18,338
Forward exchange contract – outfl ow  3  –    3

  18,908  1,510  –  20,418 

Assets 
Trade and other receivables – 22,251  – – 11,119
Shareholder’s loan 12.00% 1,935  – – 1,759
Cash and cash equivalents 7.00% 8,256  – – 1,488

  32,442  –  –  14,366

At 29 February 2008 
Liabilities  
Finance lease agreements 13.50% 376  123  – 499
Trade and other payables – 11,274  – – 11,274
Forward exchange contract – outfl ow – 55  – – 55

  11,705   123     11,828

Assets 
Trade and other receivables – 9,811  – – 9,811
Shareholder’s loan 5.00% 1,935  – – 1,935
Cash and cash equivalents 9.50% 11,956  – – 11,956

  23,702  –  –  23,702

 2009 2009 2008 2008
 R’000 R’000 R’000 R’000
 Carrying  Fair Carrying Fair
 amount   value   amount   value 

37. FINANCIAL ASSETS AND LIABILITIES
Group
Financial assets
Trade receivables 22,123 22,123 11,594 11,594
Cash and cash equivalents 11,570 11,570 12,437 12,437
Amount due by related company 182 182 1,166 1,166
Amount due by holding company 2,075 2,075 1,935 1,935

 35,950 35,950 27,132 27,132

Financial liabilities
Borrowings
–  Non-current  1,831 1,831 950 950
–  Current 402 402 252 252
Trade and other payables 17,217 17,217 12,689 12,689
Bank overdraft – – 26 26
Other 140 140 55 55

 19,590 19,590 13,972 13,972
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 2009 2009 2008 2008

 R’000 R’000 R’000 R’000

 Carrying  Fair Carrying Fair

 amount   value   amount   value 

37. FINANCIAL ASSETS AND LIABILITIES
(continued)
Company
Financial assets
Trade receivables 22,251 22,251 10,114 10,114

Cash and cash equivalents 8,256 8,256 11,956 11,956

Amount due by related company 1,112 1,112 55 55

Amount due by holding company 2,075 2,075 1,935 1,935

 33,694 33,694 24,060 24,060

Financial liabilities

Borrowings

–  Non-current  1,221 1,221 376 376

–  Current 386 386 123 123

Trade and other payables 18,338 18,338 11,274 11,274

Other 442 442 471 471

 20,387 20,387 12,244 12,244

Estimation of fair values
The carrying amounts of short term instruments are a reasonable estimate of the fair values because of the short 

maturity of such instruments. The carrying amounts of long term borrowings are a reasonable estimate of fair value as 

the borrowings are based on fl oating market rates. The long term borrowings are amortised over their defi ned term 

and have been split into their long and short term portions based on the capital repayments as calculated using the 

effective interest rate.

38. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS
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.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by 

defi nition, seldom equal the related actual results. The estimates and assumptions that have a signifi cant risk of causing 

a material adjustment to the carrying amounts of assets and liabilities within the next fi nancial year are discussed below.

(i) Provision for obsolete stock
Provision for obsolete stock is based on past experience. Specifi c provision is made for obsolete stock.

Stock that had not moved for the past six months has been scrutinised and management’s best judgment has been 

used to determine whether stock would still be used in future manufacturing or needs to be written off.

(ii) Provision for doubtful debts
A provision for impairment of trade receivables is established when there is objective evidence that the Group 

will not be able to collect all amounts due according to the original terms of receivables. Signifi cant fi nancial 

diffi culties of the debtor, probability that the debtor will enter bankruptcy or fi nancial reorganisation, and default 

or delinquency in payments are considered indicators that the trade receivable is impaired. A substantial portion 

of the receivable is insured by Credit Guarantee and will not result in a movement in the provision.
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38. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS (continued)
(iii) Depreciation of property, plant and equipment

Depreciation on assets is calculated using the straight-line method to allocate their cost to residual values over 

their estimated useful lives. The depreciation method, rates, the assets’ residual values and useful lives are 

reviewed, and adjusted if appropriate, at each balance sheet date.

(iv) Costing of fi nished goods
Calculation of an assembly variance with the manufacturing of fi nished goods is based on the cost of raw materials 

used per the recipe of the fi nished product including a scrap percentage of 3 percent.
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ANALYSIS OF SHAREHOLDING

  The following information has been extracted from the register of shareholders at 28 February 2009.

 Number of % of total Number of % of total 
 share- share- shares held shares 
 holders holders ‘000 issued
Share categories:
Public

1 – 5,000 shares  317   89.55   126   1.55 

5,001 – 10,000 shares  10   2.82   80   0.98 

10,001 – 50,000 shares  17   4.80   413   5.07 

50,001 – 100,000 shares  4   1.13   270   3.32 

100,001 – and over   6   1.69   7,254   89.08 

  354   100.00   8,143  100.00 

Group categories:
Public company  4   1.13   2,446   30.04 

Individuals  208   58.76   503   6.18 

Nominees and trusts  21   5.93   5,133   63.04 

Private companies  80   22.60   32   0.39 

Close corporations  41   11.58   29   0.36 

  354   100.00   8,143    100.00 

Shareholding in the company
Share type:
Public  349   98.59   3,571   43.85 

Non-public

– Directors  4   1.13   976   11.99 

– Holding company  1   0.28   3,596   44.16 

  354    100.00   8,143   100.00 

The following shareholders directly hold more than fi ve percent of the issued share capital:

 Number of % of total
 shares held shares
 ‘000 issued

Group categories:
Purple Capital Limited 2,443 29.99

Spanjaard Group Limited 3,596 44.16

R.J.W. Spanjaard 681 8.36

 6,720  82.51
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 Notice is hereby given that the annual general meeting of the members of the Company will be held at The Wanderers 

Club, 21 North Road, Illovo, Johannesburg, at 12h00 on 27 July 2009 for the following purposes:

1. To consider and approve the annual fi nancial statements for the year ended 28 February 2009.

2. To authorise the directors, at their discretion and subject to the requirements of the JSE Limited, to allot and issue 

shares during the forthcoming year.

3. To consider and if deemed fi t, to pass with or without modifi cation, a special resolution to repurchase ordinary shares.

4. To confi rm the reappointment of the auditors for the forthcoming year. 

5. To transact such other ordinary business of the Company which may be transacted at an annual general meeting. 

6. To elect as directors R.J.W. Spanjaard, A.R.J. Spanjaard, G.F. Cort, C.K.T. Palmer and B.L. Montgomery who retire by 

rotation in terms of the Articles of Association of the Company and who offer themselves for re-election.

SPECIAL RESOLUTION NUMBER 1 – GENERAL AUTHORITY TO REPURCHASE ORDINARY 
SHARES
Authority for share buy-back.
To consider and, if deemed fi t, to pass with or without modifi cation, the following special resolution:

“Resolved that the Company hereby approves, as a general approval contemplated in sections 85 and 89 of the Companies 

Act, No, 61 of 1973 (as amended) (“the Act”), the repurchase by the Company or any of its subsidiaries from time to time 

of the issued ordinary shares of the Company, upon such terms and conditions and in such amounts as the directors of the 

Company may from to time determine, but subject to the Articles of Association of the Company, the provisions of the Act 

and the Listing Requirements of the JSE Limited  (“JSE”) as presently constituted and which may be amended from time to 

time, and provided that:

• Any such repurchase of shares shall be effected through the order book operated by the JSE trading system or other 

manner approved by the JSE and done without prior understanding or arrangement between the Company and the 

counterparty (reported trades are prohibited);

• This general authority shall only be valid until the Company’s next annual general meeting, provided that it shall not 

extend beyond fi fteen months from the date of passing of this special resolution;

•  A paid press announcement containing full details of the repurchases will be published as soon as the Company and/or 

its subsidiaries has/have repurchased shares constituting, on a cumulative basis, 3% of the number of shares of the class 

of shares repurchased in issue at the time of granting of this general authority, and each time the Company acquires a 

further 3% of such share thereafter;

• Repurchases by the Company and its subsidiaries of shares in the share capital of the Company may not, in aggregate, 

exceed in any one fi nancial year 20% (or 10% where such repurchases related to the repurchase by a subsidiary) of the 

Company’s issued share capital of the class of shares repurchased from the date of the grant of this general authority;

• At any point in time, the Company will only appoint one agent to effect any repurchase(s) on its behalf;

• The Company will only undertake a repurchase of the Company’s shares if, after such repurchase, it will still comply with 

the Listing Requirements of the JSE concerning shareholder spread requirements;

• In determining the price at which the Company shares are repurchased by the Company or its subsidiaries in terms  

of this general authority, the maximum price at which such shares may be repurchased may not be greater than 10% 

above the weighted average of the market price at which such shares are traded on the JSE, as determined over the fi ve 

business days immediately preceding the date of the repurchase of such shares by the Company or its subsidiaries; and

• The Company may not repurchase shares during a prohibited period as defi ned by the JSE Listing Requirements.

NOTICE OF ANNUAL GENERAL MEETING
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Reason and effect
The reason for this special resolution is to grant the Company a general authority in terms of the Act for the repurchase by 

the Company or any of its subsidiaries of shares issued by the Company, which authority shall be valid until the earlier of the 

next annual general meeting of the Company or the variation or revocation of such general authority by special resolution 

by any subsequent general meeting of the Company, provided that the general authority shall not extend beyond fi fteen 

months from the date of this annual general meeting. The effect of the special resolution will be to reduce the number of 

shares in issue. In terms of the Listing Requirements of the JSE any general repurchase by the Company must, inter alia, be 

limited to a maximum of 20% of the Company’s issued share capital in any one fi nancial year of that class at the time the 

authority is granted. 

Voting and proxies
A form of proxy which sets out the relevant instructions for its completion is attached for the use of certifi cated and 

dematerialised own name registered members who cannot attend the general meeting, but who wish to be represented 

thereat. Any certifi cated or dematerialised own name registered member who completes and lodges a form of proxy will 

not be precluded from attending the general meeting, speaking and voting thereat. 

Shareholders are entitled to attend and vote at the annual general meeting or appoint a proxy to attend and speak and on 

a poll, to vote in their stead. A proxy need not be a member of the Company. A shareholder, having duly appointed a proxy, 

may still attend the meeting and vote to the exclusion of the proxy. 

By order of the Board

M.L. Bond

Company Secretary
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PROXY FORM

 SPANJAARD LIMITED
(Registration number 1960/004393/06)

I/We

of

being a member/members of the Company, and entitled to votes, hereby appoint

 of or failing him

 of or failing him

as my/our proxy to vote for me/us on my/our behalf at the annual general meeting of the Company to be held at 12h00 on 

Monday, 27 July 2009 and any adjournment thereof.

Signed by me at

on this day of 2009

Signature of member

This proxy form must be deposited with the Company Secretary, M.L. Bond, at 748 - 750 Fifth Street, Wynberg, Sandton, 

2090 or posted to PO Box 7294, Johannesburg, 2000, to arrive at least 48 hours before the time appointed for the meeting.


