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INDEPENDENT AUDITORS' REPORT

TO THE SHAREHOLDER OF PETZETAKIS AFRICA (PROPRIETARY) LIMITED

We have audited the group annual financial statcments and scparate annual financial staternents of Petzetakis Africa (Propristary)
Lirmited which comprise the consolidated and separate balance sheets as at 31 December 2008 and the consolidated and scparate income
statcments, the consolidated and scparate statement of changes 1 squity and consolidated and separate cash flow statement for the year
then ended, and a summaty of significant accounting policies and other explanatory notes, and the dircctors’ report, as sct out on pages 4
to 35.

Directors’ Responsibility for the Financial Statements

The company's directors are responsible for the preparation and fair prescntation of these financial statements in accordance with
International Financial Reporting Standards, and in the manner required by the Companies Act of South Africa. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and tair presentation of annual financial
statements that are free from material misstatement, whether due to fraud or error; sclecting and applying appropnate accounting
policies; and making accounting estimates that are reasonable in the circumstances,

Auditors' Responsibility

Our responsibility is to cxpress an opinion on these financial statements bascd on our audit. We conducted our audit in accordance with
International Standards on Auditing, Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financiyl statements are free from materia] misstatement,

An audit involves performing procedures 10 obtain audit evidence about the amounts and disclosures in the annual financial statements,
The proecdurcs sclected depend on the auditors' judgement, including the assessment of the risks of matenial misstaterment of the annual
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair prescntation of the annual financial statcmients in order to design audit procedures that arc appropriate in the
circumstances, bul not Tor the purpose ol expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriatcncss of accounting policics uscd and the rcasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the annual financial statemeits.

We believe that the audit evidence we have obtained 15 sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the group consolidated financial statements present faitly, in all material respects, the consolidated and separate financial
position of the group as at 31 December 2008, and its consolidated and separate financial performance and its consolidated and separate
cash flows for the year then ended in accordance with International Fingancial Reporting Standards, and in the manner required by the
Companics Act of South Africa.

Emphasis of matter

Without qualifying our opinion, we draw your attention to the going congern note no. 3 and the penalty objection note no. 13 in the
directors” report.

] L-’___________‘
Maoore Stephens MWM Ing,
Chartered Accountants (5.A.)
Registered Auditors
HCS Lopes
Houghton

06 March 2009
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DIRECTORS' RESPONSIBILITIES AND APPROVAL

The directors are required by the Companics Act of South Aftica, to maintain adequate accounting records and arc respensible for the
content and Integrly of the group annual financial statements and related financial information included in this report. It is their
rcsponsibility to cnsure that the group annual financial statements fairly present the state of affuirs of the group as at the end of the
financial year and the results of its operations and cash flows for the year then ended, in conformity with International Financial
Reporting Standards. The external auditors are engaged to express an independent opinion on the group annual financial statements.

The group annual financial statements are prepared in accordance with International Financial Reporting Standards and are based upon
appropriate accounting policics consistently applied and supported by reasonable and prudent judgements and estimates.

The dircctors acknowledge that they are ultimately responsible for the system of internal financial control established by the group and
place considerable importance on maintaining « strong control environment, To enable the directors to mect these responsibilities, the
board sets standards for internal control aimed at reducing the risk of crror or loss in & cosl effective manner. The standards include the
proper delcgation of responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of
duties to ensure an acceptable level of risk. These controls arc monitored throughout the group and all employces are required 1o
maintain the highest cthical standards in ensuring the group’s business is conducted in & munner that in ull reasonable circumstances is
above reproach, The focus of risk management in the group is on identifying, assessing, managing and monitoring all known forms of
risk across the group. While operating risk cannot be fully ehiminated, the group endsavouts to minimise it by ensuring that appropriate
infrastructure, controls, systems and sthical behaviour arc applied and managed within predetermined procedures and constraints,

The dircetors are of the opinion, based on the information and explanations given by management, that the system of internal controls
provides reasonable assurance that the financial records may be relied on for the preparation of the group annual financial statements.
However, any system of internal financial comtrols can provide only reasonable, and not absolute, assurance against material
misstatcment or loss.

The directors have revicwed the group's cash flow forecast for the yeur ended 31 December 2009 and, in the light of this review and the
current financial position, they are satisficd that the group has or has access to adequate resources fo continue in operationsl existence for
the foresceable future. .

The external auditors are responsible for independently reviewing and reporting on the group's annual finaneial statements. The group
annual financial statements have been examined by the group's external auditors and their report is presented on page 3.

The group annual financial statements set out on pages 5 to 36, which have been preparcd on the going concern basis, were approved by
the board on 06 March 2009 and were signed on its behalf by:

Pretoria
06 March 2009
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DIRECTORS' REPORT

The directors submit their report for the year ended 31 December 2008,
1. REVIEW OF ACTIVITIES
Main business and operations

The group's major activitics are the manufaciuring and distribution of plastic pipe systems, fittings and flexible hoses to the civil
cngineering, building, mining, industrial and agricultural markets.

The operating results and state of affairs of the group are fully set out in the attached group annual financial statements and do not in our
opinion requite any further comment,

2. FINANCIAL RESULTS
Net (loss)/income of the group was (R46 883 (00) (2007: profit R30 934 000), after taxation of (RT 964 000) (2007: (R 6 425 000).
3. GOING CONCERN

We draw attention to the fact that at 31 December 2008, the group incurred a net loss afier tax of (R 46 883 000) and had an
accumulated loss of (R22 639 000).

The group annusl financial slatements have been prepared on the basis of secounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, contingent
obligations and commitments will occur in the ordinary course of business,

The ability of the group to continue as a going concern is dependent on a number of factors. The most significant of these 13 that the
directors continuc to procure funding for the ongoing operations including the roll-over of current funding of the group and the group
returns to profitable operations as well as finalising the competition commissioner penalty at a fixed rate of 5.3%

4. POST BALANCE SHEET EVENTS

Subsequent to year end Petvetakis Africa (Pty) Led acquired the business operations of Sekunjalo Piping Systems (Pry) Lid. Besides the
aforementioned the directors are not aware of any matter ot circumstance arising since the end of the financial year.

5. AUTHORISED AND ISSUED SHARE CAPITAL

There were no changes to the authorized or issued sharc capital of the company during the year.

6. NON-CURRENT ASSETS

There were no major changes in the nature of the non-current assets of the company during the year,
7. DIVIDENDS

A dividend of R 10 million was declared in July 2008 and paid in two instalments of RS miltion. Payments were made in August and
December 2008,

8. DIRECTORS

The directors of the company during the year and to the date of this report are as {ollows:

Name Nationality Resignation  Appointment
George Petzetakis Greek

Michelle Harding South Aftican

Peter Ker-Fox South African

Dimitris Razis Greek December 2008
Gieorge Bizos (non-cxccutive) July 2008

Sonwabo Edwin Funde (non-cxccutive) July 2008

Toannis Spanydakis July 2008
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9,  HOLDING COMPANY

The company’s holding company is AG Petzetakis International Holding Limited incorporated in Cyprus,
14. ULTIMATE HOLDING COMPANY

The company’s ultimate holding company is Aristovoulos G. Petzetakis 8. A, incorporated in Greece,

11.  SUBSIDIARY COMPANIES

Shares held by Petzetakiz Africa (Pry Lid 31 December 2008 31 December 2007
Sekunjalo Piping Systems {Pty) Lid 100% 6%
Petzetakis Africa (Namibia) (Pry) Ltd 100% 100%
Sektel Communications {Pty) Ltd 55% 55%
Sckunjalo Utilitics (Pty) Ltd 100% 100%
Sekunjalo Outsourcing (Pty) Lid - dormant 100% 100%

Sekunjalo Quisoutcing is dormant and no transactions occurred in the current year.

Mabona Industrics (Pty) Ltd changed its name to Sektel Communications (Pty} Lid on 20 January 2008. The invesiment of 55% was a
temporary investrment {or a specitic contract; however it is expected to become a wholly-owned subsidiary. Petzetakis Africa (Pty) Ltd will
therefore again revert to 1 100% shareholding in Sektel Communications (Pry) Lid.

Petretakis Africa (Pty) Lid purchased the remaining 14% minority sharc in Sckunjalo Piping Systems (Pty) Ltd on the 1% September 2008
and now holds a 100% share in the company.,

11. SECRETARY

The company had no secretary during the year.

12. AUINTORS

Moore Stephens MWM Inc, will continue in office in accordance with scction 270(2) of the Companies Act.

13. PENALTY OBLIGATION

The South African Competition Commission and Petzetakis Africa (Pty) Ltd cntered into ncgotiations regarding a Consent Order
Agrcement, on the basiz of Petzetakis” conduct and cooperation. No agreement could be reached and the matter will be referred to the

Competition Tribunal. It is currently anticipated that a 5,3% penalty will be levied, calculated on turnover. It is anticipated that payment
will be effected only after the second quarter of 2009, At an anticipated 5,3% penalty, a penalty of R27,273.894 is expected,
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BALANCE SHEET
Group Company
2008 2007 2008 2007
Note(s) R 000 R 000 R 000 R "000

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 2 163 531 198 811 162 951 198 088
Investment in subzidiaries 3 - - 19074 8574
Intangible assets 4 - 515 - -
Financial assets 5 45 k1] 45 270
Deferred tax 6 795 2 802 - -

164 371 202 183 182 070 206 932
CURRENT ASSETS
Inventories 7 a93 952 116 347 B3 494 100 091
Current tax receivabls 430 954 430 942
Trade and other reccivables 8 112 641 113 538 114 806 102 237
Cash and cash equivalents 9 15425 22 968 3572 17 695

222 448 253 807 202 302 220 965
TOTAL ASSETS 386 819 455 990 334372 427 897
EQUITY AND L1ABILITIES
EQUITY
Share capital 10 * # " *
Share premivm . 10 52 600 52 600 52 60 52 600
Reserves 11 34 467 110151 84 467 110151
Accumulated profit / {loss} -22 639 36197 -47 826 14 864
Minaority interest 153 2794

114 581 201 742 89241 177 615
LIARILITIES
NON-CURRENT LIABILITIES
Finance leasc obligation 13 21 148 24034 20919 23 589
Deterred tax 6 23 208 32333 23 207 32333

44 356 56 367 44 126 55922

CURRENT LIABILITIES
Current tax payable 2 Bde 659 - -
Finance lease obligation 13 10502 110 9384 110
Loan from sharcholder 12 1025 12 561 1025 12 561
Other financial liabilitics 14 17 746 12 041 17 746 12 041
Trade snd other payables 15 131 782 145 237 159 425 142 464
Provisions 16 30 602 7184 30 602 7184
Bunk overdralt 9 33379 20 089 32823 20 000

227 882 197 881 251 005 194 359
TOTAL LIABILITIES 272238 154 248 295131 250 282
TOTAL EQUITY AND LTABILITIES 186819 455 990 384 372 427 897

- ~ Lcas than R1 000
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INCOME STATEMENT
Group Company
2008 2007 2008 2007

Note(s) R 000 R ‘000 R '000 R '000
Revenue 17 858 769 %34 162 763 532 471 097
Cost of sales 715 749 -646 596 -677 784 -348 425
Gross profit 143 020 187 566 85 748 122 672
Other income 17.1 5114 7 698 2376 1975
Penalty obligation 16 27274 - -27274 -
Operating cxpcnscs -156 817 =152 14t =112 680 -111 954
Operating (loss) profit 18 =35 957 43 123 -51 830 12 693
[nvestment revenue 19 252 7 546 4 (88 6 740
Finance costs 20 =13 142 -26 160 -13 081 -20.223
(Loss) profit before taxation -48 847 24 509 -60 823 =790
Taxation 2 1 964 6425 2134 13723
(Laoss) profit for the year -46 883 RIIERT) -%2 689 12933
Attributable to:
Equity holders of the parent 48 836 28 552
Minority Interest 1953 2382



PETZETAKIS AFRICA (PROPRIETARY) LIMITED AND ITS SUBSIDIARIES

Group Annual Financial Statements for the year ended 31 December 2008

STATEMENT OF CHANGES IN EQUITY

Tatal
Total . Accu - attributable to -
:uh1::l rsel::: m share RE::‘;;’;:" mulated equlty holders of [:::;'::2:’ T‘::I"l
P P capltal losg the group / equity
cumpany
R'000 Roo0 Ra00 R0 R'000 - Rg00 Roo0 R'o00
Group
Ralance at 01 January 2007 * 51 604 52 600 110 151 7 645 170 396 412 170 RO8
Changes tn equity
Profit for the year - - - 28 552 28 552 2382 H 934
Total changes - - - 28 532 28 552 2352 30934
Bulance at 01 January 2004 * 52 600 52 600 110 151 36 197 198 948 2794 201 742
Changes in cquity
Loss for the year - - - 4% 836 48 836 1 953 -46 H43
Reversal  of  surplus on
revaluation previously . ) -25 634 -25 684 - 25 64
recognised
Purchasc of minority interest - . - - - -4 594 -4 594
Dividends - - - -10 000 -10 000 - -10 000
Total changes - - 25 684 55 836 -84 520 -2 641 -87 161
Balance at 31 December 2008 * 52600 52 600 84 447 -22 639 114 428 153 114 581
* « Less than R1 00
. Share ‘I'otal share Revaluation Accu -
Share cupital premium capltal reserve mulated loss Tatal equity
RA00 RO00 R0O00 ROD0 R‘000 R000
Company
Balance at 01 January 2007 w 52 600 52 600 ~110151 1931 164 682
Changes In equity
Profit for the year - - - 12932 12932
Total changes - - - 12932 12 932
Balance at 01 January 2008 v 52 600 52 600 110 151 14 863 177 614
Changces in equity
Loss for the year - - - =32 689 -52 689
Revgrsa] of sulrplus on  revalustion 25 624 25 684
previously recognized - -
Dividends - - - -10 000 =10 000
Total changes - - -25 684 =62 689 -88 373
Balance at 31 December 2008 * 52 & 521 600 84 467 =47 826 89 241

* - Less than R1 000
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CASH FLOW STATEMENT
Growp Company
2008 2007 2008 2007
Note(s) R '000 R 000 R '000 R 1000
CASH FLOWS FROM OQPERATING
ACTIVITIES
Cash penerated from {used in) operations 22 83 556 57 897 71330 26602
Interest received 252 7 546 4 083 6 740
Finance costs -13 142 =26 160 -13 081 20223
Tax paid /(refunded) 23 157 042 -7 622 -3794
Net cash from operating activitics 70 823 38341 54 715 9325
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of property, plant and equipment 2 -32 429 =22 454 -31 618 -10013
Rc:vcrs?tl of surplus on revaluations previously 17032 -1 043 7926 638
recoghised
Salc (purchase) of tinancial assets 10 -55 226 =55
Investment in subsidiaries -10 500 -10 500
Net cash from investing activities -59 951 =23 552 -49 818 -10 706
CASH FLOWS FROM FINANCING
ACTIVITIES
Financial liabilities advanced 7100 - 7100 22616
Advance (repayment) of sharcholders loan -11 536 12 561 -11 536 12 561
Finance leasc payments -17 269 -16 543 -12 750 -16 253
Dividends paid =10 000 - -10 000 -
Loans feom group companics repaid - =216 -157 =214
Net cash from financing activities -31 705 -4 198 -11 843 18 708
Total cash movement for the year -20 833 10 591 =16 946 17 327
Cash at the beginning of the year ‘ 2879 -7712 -2 305 -19 632
T'otal eash at end of the year 9 -17 954 2879 =19 251 -2 305
Cash and cash equivalents
Assets 15 425 22968 35 17 695
Liabilities -33 379 =20 039 -32 823 20 000
Total -17 954 2879 -29 251 -2 305
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

ACCOUNTING POLICIES

1. PRESENTATION OF ANNUAL FINANCIAL STATEMENTS

The group anual financial statements for the year ended 31 December 2008 have been prepared in aecordance with International Financial
Reporting Standards, and the Companics Act of South Atrica, The group annual financial statements have been prepared on the historical
cost basis as modified by the revaluation of land and buildings, plant and machinery, available-for-sale financial assets/liabilities and
aszet/liabilities held at fair value and incorporate the principal accounting policics sct out below,

BASIS OF CONSOLIDATION
Basis of consolidation

The consolidated financial statements incorporate the financial statements of all subsidiaries and all entities (including special purpose
cntities) over which the Group has the power to govern the financial and operating policies gencrally accompanying # shareholding of more
than one half of the voting vights, The existence and effect of potcntial voting rights that are currently exercisable or convertible are
considered when assessing whether the Group controls another entity, $Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group.

The cost of an acquisition is measured as the fair value of the assets given, cquity instruments issved and liabilities incurred or assumed at
the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquircd and liabilities and contingent liabilities
assumed in a business combination ate measured initially at their fair values at the acquisition date, irrespective of the extent of any minority
interest. The cxccss of the vost of acquisition over the fair valuc of the Group's share of the identifiable net assets acquircd is recorded as
goodwill, If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognised directly
in the income statement,

Inter-company transactions, halances and unrealised gains on transactions between group companics arc climinated. Unrealised losses are
also climinated but considered an impairment indicator of the assct transferred. Accounting policies of subsidiaries have been changed whete
necessary to ensure consisteney with the policies adopted by the Group.

Transactions and minerity interests

The Group applics a policy of treating transactions with minority interests as transactions with parties external to the Group. Disposals to
minority interests result in gains and losses for the Group that arc recorded in the income statement, Purchases from minority interests result
in goodwill, being the difference between any consideration paid and the relevant sharc acquired of the carrying value of net assets of the
subsidiary.

Where there is a loss of control of a subsidiary, the consolidated financial statements include the results for the part of the reporting year
during which Metzetakis Africa (Proprictary) Limited had control,

Minority interests represent the interests held in Sckunjalo Piping Systems (Proprietary} Limited up to the date of disposal as well as in
Sektel Communications (Pty) Ltd, not held by the Group,

These accounting policies arc consistent with the previous year.
1.1 SIGNIFICANT JUDGEMENTS

In preparing the group annual financial statements, management is required to make estimates and assumptions that affect the amounts
represented in the group annual finaneial statements and related disclosurcs. Use of available information and the application of judgement is
inherent in the formation of estimates. Actual results in the future could differ from these estimates which may be material to the group
annual financial statements. Significant judgements include:

Trade Receivables and/or Loans And Receivables
The group asscsscs its trade receivables and/or loans and reecivables for impairment at cach balance sheet date. In determining whether an

impairment loss should be recorded in the income statement, the group makes judgements as to whether there is obsetvable data indicating a
measurable decrease in the estimated future cash flows from a financial asset.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Available-for-sale financial asscis

The group follows the guidance of [AS 3% 1o determine when an available-for-sale financial asset i3 impaired, This determination requircs
significant judgment. In making this judgment, the group evaluates, among other factors, the duration and extent to which the fair value of an
invcstment is less than its cost and the financial health of and ncar-term business outlook for the investee, including factors such as industry
and sector performance, changes in tcchnology and operational and financing cash flow.

Allowance for slow moving, damaged and obsolete siock

An allowance is created to writc down stock to the lower of ¢ost or net realisable valuc, Management have made estimates of the selling
price and direct cost to sell on certain inventory items,

Fair value estimation

The fuir value of financial instruments traded in active markets (such as trading and available-for-sale securitics) is based on quoted market
prices at the balance sheet date. The quoted market price used for financial asscts held by the group is the current bid price.

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

The carrying value less impairment provision of trade reccivables and payubles are assumed to approximate their fair values, The fair value
of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the current market intercst rate
that is available to the group for similar financial instrumendts.

Impairment testing

The tecoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-in-use
calculations and fair values. These calculations require the usc of cstimates and assumnptions. 1t is reasonably possible that the assumptions
may change which may then impact our estimations and may then require a material adjustment to the carrving value of goodwill and
tangible assets.

The group reviews and tests the carrying value of assets when events or changes in circumstances suggest that the catrying amount may not
he recoverahle. In addition, goodwill is tcsted on an annual basis for impairment, Assets are grouped at the lowest level for which
identifiable cash flows are lurgely independent of cash flows of other asscts and liabilities. If there are indications that impairment may have
aoeutred, estimates are prepared of expected future cash flows for cach group of assets. Expected fumre cash flows used to determine the
value in use of goodwill and tangible assets are inherently uncertain and could materially change over time. They are significantly affected
by a number of factors including i.c. production estimates and supply demand, together with economic factors such inflation and movermnents
in the prirme interest rate

Provisions

Provisions were raiscd and management determined an estimate based on the information available. Additional disclosures of these estimates
of provisions wre included in note 16.

Expected manner of realization for deferred tax

Deferred tax is provided for on the fair value adjustments of investment properties based on the expected manner of recovery, i.e, sale or use.
This manner of recovery affccts the rate used to determine the deferred tax lability, Refer note & — Deferred tax.

Taxation

Judgement is required in determining the provision for income taxes due to the complexity of legislation, There are many ransactions and
caleulations for which the ultimate tax determination is uncertain during the ordinary course of business, The group recognises liabilities for
anticipated tax audit issues based on estimates of whether additional taxes will be duc. Where the final tax outcome of these matters is
diffcrent from the amounts that were initially recorded, such differences will impact the income tax and deferred tax provisions in the ycar in
which such determination is made.

12
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Taxation (continug)

The group recognises the net future tax benefit rclated to deferred income tax assets to the extent that it is probable that the deductible
temporary differences will reverse in the foresecable future. Assessing the recoverability of deferred income tax assets requires the group to
make significant estimates related to cxpectations of future taxeble income. Estimates of future taxable income are based on forecast cash
flows from operations and the application of existing tax laws in cach jurisdiction, To the extent that future cash flows and taxable income
differ significantly from cstimates, the ability of the group to realise the net deferred tax assets recorded at the balance sheet date could be
impacted,

1.2 PROPERTY, PLANT AND EQUIPMENT

The cost of an item of property, plant and equipment is recognised as an assct when;
. it is probable that future cconomic benefits associated with the item will flow to the company; and
. the cost of the ilein can be measured reliably,

Property and plant is carried at revalued amounts.

Land is not depreciated while buildings are written off to their residual values on a straight-line basis over their estimated useful lives.

Plant and equipment are depreciated to their residual valucs on 4 straight-ling basis over their estimated uscful lives.

Iem Average useful life
Land indefinite
Buildings 50 years

Plant and machinery 2 to 30 years
Fumniture and fixtures 3 - 10 years

IT Equipment 3 - 5 years

Maotor Vehicles 3 -5 years

The residual value and the useful lifc of cach asset arc reviewed at each financial year-end.

Each part of an item of property, plant and cquipment with a cost that is significant in relation to the total cost of the item shall be
depreciated separately.

The gain ot loss arising from the derccognition of an item of property, plant and equipment is included in profit or loss when the item is
derccogniscd. The gain or loss arising from the derecognition of an item of property, plant and cquipment is determined as the difference
hetween the net disposal proceeds, if any, and the carrying amount of the item,

1.3 INTANGIBLE ASSETS

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s sharc of the net identifiable assets of the

acquired subsidiary/associate at the date of acquisition. Goodwill on acquisition of subsidiaties is included in *intangible assets’. Goodwill

on acquisitions of associatcs is included in *investments in associates’, Scparatcly recognised goodwill is tested annually for impairment and

carried at cost less accumulated impairment losscs. Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an
. entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-generating units or
groups of cash-gencrating units that are expected to benefit from the business combination in which the goodwill arose, Petzetakis Africa
(Pty) Ltd and its subsidiaries allocatc goodwill to each business segment in cach country in which it operates.

Trademarks and licences

Trademarks and licences are shown at historical cost. Trademarks and licences have a finite useful life and are carried at cost less

accumulated amortisation, Amertisation is calculated using the straight-line method to allocate the cost of rademarks and licences over their
estimated useful lives.
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Group Annual Financial Statements for the year ended 31 December 2008

NOTES TQ THE ANNUAL FINANCIAL STATEMENTS

1.4 INVESTMENTS IN SUBRSIDIARIES
Croup annual financial statements

The group annual financial statements include those of the holding company and its subsidiarics. The results of the subsidiaries are included
from the effective date of acquisition,

On aequisition the group recognises the subsidiary's identifiable assets, liabilities and contingent liabilitics at fair valus, sacept for assels
classified as hcld-for-sale, which are recogmised at fair valoe less costs to scll.

Company annual financial statements
In the company’s separate annual financial statements, investments in subsidiaries are carricd at cost less any aceumulated impairment.
The cost of an investment in a subsidiary is the aggregate of
¢ the fair value, at the datc of exchange, of assets given, liabilities incurred or assumed, and equity insiruments issued by the
company; plus
*  any costs directly attributable 10 the purchase of the subsidiary.
1.5 FINANCIAL INSTRUMENTS
Initial recognition
The group classifies financial instruments, ot their component parts, on initial recognition as a financial asset, a financial liability or an
cquity instrument in sccordance with the substance of the contractual arrangement. Financial assets and financial liabilitics are recognised on
the group's balance sheet when the group becomes party 10 the contractual provisions of the instrument,

Fair value determination

The fair values of quoted investments arc bascd on current bid prices, If the market for a financial assct is not active {and for untisted
seeurities), the group establishes fair value by using valuation techniques and/or entity specific inputs.

Trade and other receivahles

Trade receivables are measured at initial recognition at fair value, and are subscquently measured at amortised cost using the effective
interest rate method, Appropriate allowances for cstimated irrecoverable amounts are recognised in profit or loss when there is objective
evidence that the asset is impuired. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptey or
financial recrganisation, and default or significant delinguency in payments are considered indicators that the trade receivable is impaired.
The allowance recognised is measurcd as the difference between the asset’s carrying amount and the present valuc of estimated future cash
Hlows discounted at the effective interest rate computed at initial recognition.

Loans and receivables

Loans and receivablcs arc non-derivative financial assets with fixed or determinable payments that arc not quoted in an active market. They
are included in current ussets, except for maturities greater than 12 months after the balance sheet date. These are classified as non-current
agscts, Loans and receivables are clussified as ‘trade and other receivables® in the balance sheet,

Trade and other payabies

Trade payables are initially measured at fair valuc, and are subsequently measured at amortised cost, using the effective interest rate method,
Cash and cash cquivalents

Cash and cush 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 insignificant risk of changes in,value. Thesc are initially and subsequently

recorded at fair value.

Bank overdraft and borrowings

Bank overdrafis and borrowings arc initially measured at fair valuc, and arc subsequently measurcd at amortised cost, using the effective
interest rate method. Any difference between the proceeds (net of transaction ¢osts) and the scttlement or redemption of borrowings s
recogniscd over the term of the borrowings in accordance with the group’s accounting policy for borrowing costs.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Other loans and receivables

Other financial asscts classified as loans und receivables are initially recognised at fair value pius transaction costs, and are subsequently
carried at amortised cost less any accumulated impairment.

These financial assets are not quoted in an active market.
Available for sale financlal assers
Thesc financial assets are non-detivatives that are ¢ither designated in this category or not classified clscwhere,

These assels are measured initially and subsequently at fair valuc. Gains and losses arising from changes in fair value are recognised direcily
in cquity until the asset is disposed of or is determined to be impaired,

The company assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial assets is
impaired. Impairment losses recognised in profit or loss for equity investments classified as available-for-sale arc not subsequently reversed
through profit or loss. Impairment Insses recognised in profit or loss for debt instruments classified as available-for-sale are subsequently
reversed if an increase in the fair value of the instrument can be objectively rclated to an event occurring afler the recognition of the
impairment loss.

Interest on available-for-sale securities calculated using the effective interest method is recognised in the income statement as part of other
income. Dividends on available-for-sale egquity instruments are recognised in the income statement as part of other income when the group’s
right to teceive payments is established,

Equity investments for which a fair value is not determinable are held at cost. Impairments on such investments are not reversed.

L7 TAXATION

Current tax assets and liabilities

Current tax for current and prior years is, to the cxtent unpaid, recognised as a lability, If the amount already paid in respect of current and
prior years exceeds the amount due for those years, the cxcess is recognised as an asset,

Current tax liabilities (assets) for the current and prior ycars arc measured at the amount expected to be paid o (recovered from) the tax
authoritics, using the tax rates (and tax laws) that have been enacted or substantively enacted by the balance shect date.

Dreferred tax assets and liabilities

A deferred tax liahility is recognised for all taxable temporary differences, cxcept to the cxtent that the deferred tax liability arises from
the initial recognition of an asset or lisbility in & transaction which at the lime of the transaction, affects neither accounting profit nor
taxahle profit (tax loss),

A deferred tax assct iz recognised for all deductible temporary differences to the extent that it is probahle that taxable profit will be
available against which the deductible temporary difference can be utilised. A deferred tax assct is not rccognised when it arises from Lhe
initial recognition of an asset or liability in a transaction at the time of the transaction, affects neither accounting profit nor taxable profit
(tax loss),

Deferred tax assets and liabilities are measured at the tax rates that arc cxpected o apply to the year when the assel is realised or the liability
is scttled, based on tax rates (and tax laws) that have been enacted or substantively enactcd by the balance sheet date,

Tax expenses
Current and deferred taxes are recognised a8 income or an expense and included in profit or loss for the year, except to the extent that the
tax arises from:

- a tranguction or event which is recognised, in the same or a different year, directly in equity, or

. a business combination,

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that are ¢redited or charged, in the same or
a diffcrent year, directly to equity.
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Group Annual Financial Statements for the year ended 31 December 2008

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

1.8 LEASES

A lease is classificd as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is classificd as an
operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.

Finan¢e Icascs — lessee

Finance leascs are rocognised as assets and liabilities in the balance sheet at amounts equal to the fair value of the leased property or, if
lower, the present value of the minimum leuse payments, The corresponding liability to the lessor is included in the balance sheet as a
finance lease obligation,

The discount rate used in calculating the present value of the minimum lease payments Is the interest rate implicit in the lease.

The Icasc payments are apportioned between the finance charge and reduction of the outstanding liability. The finance charge is allocated (o
each year during the leasc tcrm so as to produce a constant petiodic rate on the remaining balance of the liability,

1.9 INVENTORIES
Inventories are measured at the lower of cost and net realisable value on the weighted average basis.

Met rcalisable value is the estimated selling price in the ordinary coursc of business less the estimated costs of completion and the cstimated
costs necessary o make the sale,

The cost of inventorics comprises of all costs of purchase, costs of conversion and other ¢osts incurred in bringing the inventorics to their
present location and condition,

When inventories are sold, the carrying amount of thosc inventories is recognised as an expense in the year in which the related revenue is
recognised. The amount of any write-down of inventories to net realisable valuc and all losses of inventories are recognised as an expense in
the year the write-down or loss occurs. The amount of any reversal of any write-down of inventorics, arising from an inerease in net
realisable value, are recognised as a reduction in the amount of inventories recognised as an expense in the year in which the reversal oceurs,

L10 IMPAIRMENT OF ASSETS

The group assesses at each balance sheet datc 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.

If there is any indication that an assct may be impaired, the recoverable amount is estimated for the individual assct. If it is not possible to
estimate the recoverable amount of the individual asset, the recoverablec amount of the cash-generating unit to which the asset belongs is
determined.

The recoverable amount of an asvet or # cash-generating unit is the higher of its fair value less costs to scll and its value in use,

It the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced 1o its recoverable amount.
That reduction is an impairment loss,

An impairment loss of assets carried al cost less any accumulated depreciation or amortisation is recogmised immediately in profit or loss.
Any impaimment loss of o revalued asset is treated as a revaluation decrcasc.

1.11 SHARE CAPITAL, RESERVES AND EQUITY
An cquity instrument is any contract that evidences a residual intcrest in the assets of an entity after deducting all of its liabilitics.

If the group reacquires its own cquity instruments, the consideration paid, including any dircetly attributable incremental costs (nct of
income taxes) on those inslruments are deducted from cquity until the shares are cancelled or reissued. No gain or luss is recognised in profit
or loss on the purchase, sale, jssue or cancellation of the group’s own equity instruments. Consideration paid or received shall be recognised
directly in equity.

Share premium includes any premiums received on issuc of share capital. Any transaction costs associated with the issuing of shares are
deducted from share premium, nct of any related income tax bencfits,

Retained carnings include all current and prior period retained profits. Dividend distributions payable to equity sharcholders are included in
‘other liabilities' when the dividends have been approved in a general mesting prior to the reporting date.
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1.12 PROVISIONS AND CONTINGENCIES

Provisions are recogniscd when:
- the group has a present obligation as a result of 4 past event;
*  itis probable that an outflow of resources embodying cconomic benefits will be required to scttle the obligation; and
. # reliable estimate can be made of the obligation.

The amount of a provision is the present value of the expenditure expected to be required to settle the obligation.

Provisions are not recognised for future operating losscs.

1.13 REVENLE

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:
s the group has transferred to the buyer the significant risks and rewards of ownership of the goods;
+  the group retains neither continuing managerial involvement to the degree usually associated with ownership nor effective
comtrol over the goods sold;
* the amount of revenue can be measured reliably;
. it is probable that the cconomic benetits ussociated with the transaction will flow to the grougy; and
*  the costs incurred o to be incurred in respect of the transaction can he measured reliably.

When the outcome of a transaction involving the rendering of services can be cstimated reliably, revenue associated with the transaction
is recogniscd by reference to the stage of completion of the transaction at the balance sheet date. The outcome of a transaction can be
estimated rcliably when all the following conditions are satisficd:

+  the amount of revenue can be measured reliably;

* it ig probahle that the economic benefits associated with the rransaction will flow to the group;

. the stage of completion of the transaction at the balance sheet date can be measured reliably: and

*  the costs incurred for the transsction and the costs 1o complete the transaction can be measured reliably.

Dividend income is recogmised when the right to receive payment is cstablished,

Interest is recognised, m profit of loss, using the effective interest rate method,

1.14 COST OF SALES

When inventorics arc sold, the carrying amount of those inventories is recogniscd as an cxpense in the year in which the related revenue is
revognised, The amount of any write-down of inventorics to net realisable value and all losses of inventories arc recognised as an expense in
the year the writc-down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an incrcase in net
realisable value, is recognised as a reduction in the amount of inventories recognised as an expense in the year in which the reversal oceurs.

The related cost of providing services recogniscd as revenue in the current year is included in cost of sales.

Contract costs comprisc
* costs that relate directly to the specific contract;
*  costs that arc atributablc to contract activity i general and can be allocated to the contract; und
*  uuch other costs as are specifically chargeable to the customer under the terms of the coniract,

1.15 BORROWING COSTS

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost
any differcnce between (he proceeds (net of transaction ¢osts) and the redemption value is recognised in the income statement over the
periad of the borrowings using the effective interest method.

Borrowings arc classified as current liabilitics unless the Group has an unconditional right to defer settlement of the Hability for at leas
12 months atter the balance sheet date.
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116 EMPLOYEE BENEFITS

The company operates 4 pension and provident scheme. The schemes are generally funded through payments to trustes-administered
funds.

The Growp operates defincd contribution plans. A defined contribution plan is a pension plan under which the Group pays fixed
contributions into a separate entity,

The Group has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all
employees the benefits relating {0 enployee service in the curtent and prior periods,

For defined contribution plang, the Group pays contributions to publicly or privately administered pension insurance plans on a
mandatory, contractual or voluntary basis. The Group has no further payment obligations once the contributions have been paid. The
contributions are recognised as employee henefit expense when they are due. Prepaid contributions are recognised as an assct to the
extent that a cash refund ot a reduction in the future payments is available.

L17 TRANSLATION OF FOREIGN CURRENCY

A forcign currcney transaction is recorded, on initial recognition in Rands, by applying to the foreigh currency amount the spot exchange
rate herween the functional currency and the foreign currency at the date of the transaction,

At cach balance sheet date:
- foreign currency monelary items are translated using the closing rate;
- non-mongtary items that are measured in terms of historical cost in a foreign cutrency ave translated using the exchange rate at the date
of the transaction; and
- non-monetary items that are measured at fair value in a foreigh currency are sranslaled using the exchange rates at the date when the
tuir value was determined.

Exchange ditferences arfsing on the settlement of monetary items or on translating monetary items at rates different from thosc at which they
were translated on initial recognition during the peried or in previous annual financial statements are recognised in profit or 1oss m the period
it which they arise,

Cash flows arising from transactions in a foreign currency are recorded in Rands by applying to the foreign currency amount the exchange

rate between the Rand and the forcign currency at the date of the cash flow.

1.13 SEGMENT REFORTING

A busincss scgment is a group of assets and operations engaged in providing products or services that are subject to risks and rcturns which
are different from those of other business scgments. A geographical segment is engaged in providing products or services within 1 particular
economic environment that are subject to risks and return thut are different from thosc of scgments operating in other economic
environments,
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2. PROPERTY, PLANT AND EQUIFMENT

2008 2007

Company R'000 R'000 R0 R0 R'000 R'000

Cost / Valuation ﬁ:;'::';;;f: Carrying value  Cost/ Valuation ‘;:;g‘l':::: Carrying value
Land 9364 - 9364 9364 - . 9 634
Buildings 26792 2892 23900 26652 2499 24 153
Plant and machinery 245 321 -121191 124130 262 170 -102 350 159 820
Furniture and fixtures 1515 2075 1440 LK) -1 705 1426
Motor vehicles 1015 -1 768 1247 2933 -1 471 1 467
IT equipment 15949 13079 2870 13 984 -12126 1 858
Total 303 956 -141 005 162 951 318239 -120 151 198 088
Group 2008 2007

Cost/ Valuation ﬁg;ﬂ?::;:: Carrying value  Cost/ Valuation Carrying value
Land 9364 - 92364 9364 - 9364
Buildings 26792 2892 23900 26652 2499 24153
Plant and machinery 245 537 -121 236 124 311 261 M6 -102 374 159972
Fumniture and fixturcy 4119 -2 563 13556 Ins -2 146 1 589
Mator vehicles 3558 1031 1527 3481 -1623 1 856
IT equipment 16434 -13 551 2 883 14 457 -12 580 1877
Total 305 804 -142 273 163 531 320 015 -121 204 198 811
Reconciliation of property, plant and equipment - Company - 2008

Opening Balance  Additions Disposals Revaluations Depreciation Total
Land G364 - - - 94
Buildings 24153 141 - - -394 23900
Plant and machinery 159 820 28 866 -16 087 27145 221 324 124130
Furniture and fixtures 1426 401 4 - -384 1 40
Motor vehicles 1 467 192 -39 - 373 1247
IT equipment 1858 2018 -35 - 071 2 870

198 088 31.618 16 164 -27145 -13 446 162 951

Reconciliation of property, plant and equipment - Company - 2007

Opening Balance  Additions Dispasals Revaluations Depreciation Total
Land 9364 - - - - 9364
Buildings 24 544 - - - | 24153
Plant and machinery 174792 6304 18 =21 198 159 820
Furniture and fixtures 645 1126 37 - -308 1426
Motor vehicles 1313 657 203 - 298 1 467
IT cyuipment 1483 1 926 318 - -1233 ] 858

212 141 10 013 638 - =13 428 198 088
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Reconciliation of property, plant and equipment - Group - 2008

R0 R'000 K000 R'000 R'000 R'000

Opening Balancs Additlons Disposals Revaluations Depreciation Toral
Land 9364 - - - - 9 364
Buildings 24 153 141 - - -394 23 900
Plant and machinery 159972 29753 16953 27 145 -21 324 124 301
Fumiture and fixtures 1 589 407 -3 - 437 1556
Maotor vehicles 1856 116 -39 - 406 1527
IT equipment 1 877 2012 -35 - =471 2 BE3
198 811 32 429 =17 032 -27 145 -23 532 163 531

Reconciliation of property, ptant and equipment - Group - 2007

Opening Balance Additlons Disposals Revaluatlons Depreciation Total
Land G364 - - ¢ 364
Buidings 24 545 . - -392 24153
Plant and machinery 163 806 17 458 78 21214 159972
Furniture and fixtures 598 2284 -604 - 659 1 580
Motor vehicles 1370 657 43 - 128 1 856
IT equipient 1 483 2035 318 -1 343 1 877
201 16& 22 454 1043 -23 766 198 811

Plant and machinety is carried at a revalued amount, which is the fair valuc at the dute of revaluation less any subsequent aceumnulated
depreciation. The valuation of plant and equipment was carried out in February 2009 by the independent valuator Keir & Associates on the
busis of depreciated replacement value bused on the assets held at 31 December 2008. The valuator is not connccted with the company. The
valuation contorms to International Valuation Standards,

If the land and buildings were measured using the cost model, the carrying amounts would be as follows:

31 December 2008 31 December 2007

ZAR'000 ZAR"00D
Cost 23,335 23,335
Accumulated depreciation (2,949) (2,481)
20,386 20,854

Certain propetty, plant and cquipment is encumbered as stated in notc 9.

Land and buildings comprise:
s  Brf 100 unit 10 of the Rosslyn Ext 1 Township, Pretoria, Gauteng, with factory and administrative buildings thereon.
s Etf 100 unit 3 of the Rosslyn Ext 1 Township, Pretoria, Gauteng, with factory buildings thereon.
« Erf46 portion 3 of the Rossiyn Township, Pretoria, Gauteng, with factory and administrative buildings thereon.
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3. INVESTMENT IN SUBSIDIARIES

Gronp Company
2008 2007 2008 2007
R 000 R 000 R 000 R '000
Investment in Sektel Communications (Pry) Lid . - 200 200
Investment in Petzetakis Africa {(Namibia) (Pty) Ltd - - 1085 3085
Investment in Sekunjalo Piping Systems (Pty) Lid - - 15 788 5 288
- - 19 (74 8574
The carrying amount of the assels is a reasonable approximation of the fair value thercof.
4. INTANGIBLE ASSETS
2008 2007
R‘000 R:000 R000 REOOO R*00D R000
Cost / Accumulated Carrying Cost / Valuation Accumulated Carrying value
Valpation  amortisation value amortisation
Licenees - 621 -621 -
Goodwill on acquisition of
Minority 5906 -5 906
Goodwill 515 -515 - 515 - 515
6421 -6 421 - 1136 621 515

Goodwill originated on the scquisition of the subsidiary company — $Sekunjalo Piping Systems (Proprietary} Limited.
A further acquisition of the remaining minotity interest in Sekunjalo Piping Systems (Proprietary) Limited was mule with effect from

1 September 2008 for R 10 500 000 resulting in the additional Goodwill,

Management have decided to impair the goodwill as Petzetakis Africa (Pty) Lid have after year end acquired the busingss operations ot

Sekunjalo Piping Systems (Pry) Ld.
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Group Company
2008 2007 2007
R '000 R '000 R 000 R 000

5. FINANCIAL ASSETS

Loans and recelvables

Thabo Piping Systems {Pty) Ltd 45 55 45 270
The loan is unsecured, carmics interest at the prime

overdraft rate and 18 repayable within the next 5

years. The carrying amount and fair value equal the

disclosed value of these loans,

Beginning of the year 55 16 55 -
Proceeds on repayment of loan -9 -47 -9 235
Interest 26 35
End of the year 45 55 45 270
6. DEFERRED TAX LIABILITY

Balance brought forward =29 531 39516 =32 333 39 516
Originabing and reversing temporary differcnces 5790 -4 249 5737 -6 994
Changes in tax rates 1020 1115

Prior year over provision 308 14 234 2272 14177
End of the year -22413% -29 531 =23 207 -32 333
Deferred tax comprises;

Property, plant and equipment -36 487 -40 106 -36 526 -42 908
Fair value adjustment - equity nct of disposals - 1 785 - 1 785
Prowvision tor doubttul debts 947 4218 318 4218
Prepayments -85 =77 -85 =77
Assessable loss 12395 4 954 12 395 4954
Provisions 817 -305 691 =105
End of the year -22413 -29 531 -23 207 -321333
Non-current assct 795 2 802 - -
Won-current lability =23 208 -32 333 =23 207 =32 333
7. INVENTORIES

Raw malerials, componcnts 12 635 9922 12 635 90922
Finizshed goods 78 430 98 328 63 839 B2 074
Production supplics 3933 3318 3983 3 318
Serap 3776 5051 3776 5051
Work in progress 1110 294 1110 204
Obsolete stock -5 082 -566 -1 849 -56%

93 952 116 347 83 494 104 091
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Group Company
2008 2007 2008 2007
R 000 R '000 R '000 R '000
8. TRADE RECEIVABLES

Trade receivables 110781 96 282 66 920 53 344
Less: Provision for impairment of receivables -7 589 -6 775 -2 630 -1 891
Trade receivables ~ net 103 192 39 507 64 290 51453
Reaceivables from rclated companies - - 46 339 30 830
Prepayments g 378 360 331
Deposits 392 635 283 523
VAT 726 2390 - 1382
Other receivables 7950 20628 3534 17718
112 641 113 538 114 806 102 237

The carrying amount of the assct is a reasonable approximation of the fair value thereof.

The trade debtors have been ceded to Nedbank Limited
Credit quality of trade and other receivables
Historic level of customer default is minimal and as a result credit quality of year end trade receivables which arc not past  duse

is considered to be high,

The group recognised a provision of R 7 589 000 (2007 — ZAR 6 775 000) for the impairment of its trade receivables during
the period.

Trade and other receivables past due but not impaired

2008 - Group

1 month past due 37 442

2 months past due 19 347

3 months past due 43173
100 462

Reconciliation of provision for impairment of reecivables

Opening balance- (6 775)

Provision for impairment 4919

Amounts writien off as uncollectible 4 105

Closing balance {7 589)
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Group Company
2008 2007 2008 2007
R '000 R 1000 R 1000 R '000
9, CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of:
Cash on hand 81 79 50 47
Bank balanves 15344 22 Bg9 1522 17 648
Bank overdraft -33 379 -20 089 -32 823 -20000
-17 954 -2 R79 -29 151 =230
Currcnt assets 15 42% 22 968 3572 17 695
Current liabilities 33379 =200 (89 =32 823 <20 000
GENERAL BANKING FACILITIES
-The group enjoys the following banking facilities:
-Multi Option Fagilities of ZARS58,888,862 — Nedbank Limited;
-Asset Finance Facilities of ZARS, 200,000 - Nedbank Limited;
-Letters of Guarantee of ZARI1,911,138 - Nedbank Limited;
-Letters of Credit of ZAR3,000,000 - Nedbank Limited;
-Forward exchange contracts at 10% risk of: ZAR3,000,000 - Nedbank Limited;
-Cession of CGIC policy number S0C 148726/D1 - Nedbank Limited;
-Mortgage Bond — ZAR20 million over Portion 3 of Erf 46 Rosslyn Township
Portion 10, of Erf 100 Rosslyn Township Ext 1; Portion 3 of Erf 100 Rosslyn
Township Ext 1;
-Notarial Bond ZARS (30,000 over the moveables of the holding company;
-Negative Pledge in favour of Nedbank Limited;
-Notarial special covering bond of ZAR2,400,000 held over the two Nokia Extruders;
-Pledge and cession over call account 03/7469543767 - Nedbank Limited;
-Nedfieet Facilities of ZAR150,000;
=Term Loan Facilitics of ZAR2(7,771 - Nedbank Limited;
-Premium Finance Facilities of ZAR 1,479,789 - Nedbank Limited;
-Derivative Product Facilitics of ZAR30,000,000 - Nedbank Limited,
-Lombard's CGuarantee Facility of ZAR4,097,899,
-Performance Guarantes of ZAR 300,000 by Standard Bank of South Africa;
-Fleet Management Card ZAR 150,000 by Standard Bank of South Aftica; and
-Credit Card ZAR. 90,000 Standard Bank of South Africa.
10. SHARE CAPITAL
Authorised
- 1 04) ordinary shares of R1 cach 1 000 1 000 1000 1 (00
Issued
- 101 ordinary shares of R1 ench * ¥ * *
Share premium 52 600 52 600 52 600 52 600
52 600 52600 52600 52 600

* _ Lags than R1 000
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Croup Company
2008 2007 2008 2007
R*000 RD0G R'000 R*Q00
11. REVALUATION RESERVE
Revaluation of plant and machinery 75100 100 784 75 100 100 734
Revaluation of land and building 2003 9003 9003 9003
Revaluation of office equipment 364 Jod 364 364
84 467 10151 %4 467 110 151
12. LOAN FROM SHAREHOLDER
AG Petzetakis International Holdings Limited 1 025 12 561 10258 12 561
The loan is unsccurcd wnd carries interest at
prime rates, The loan is held at amortised cost.
The fair value of the loan is equal to the face
value thereof as thc company has no fixed
repayment terms. The loan is subordinated in
favour of Nedbank Ltd
13, FINANCE LEASE OBLIGATION
Minimum lease payments due
- within one year 10 502 110 9384 110
= not later than five years 21 148 24 034 20919 23 589
31 650 24 144 30303 23 699
Present value of minimum lease payments
Non-current liabilitics 21 148 24034 20919 23 589
Current liahilitics 10 502 110 9384 110
31 650 24 144 30303 23 699

It is group policy to lease certain motor vehicles and office equipment under finance leases. The average leasc term wag 5 years and the
average effcctive borrowing rate was 15% (2007: 14%). Interest rates are linked to prime at the contract date,

The group's ohligations under finance leases are secuted by the lessor's charge over the leased assets,

14, OTHER FINANCIAL LIABILITIES

Ronnie Dennison Agencies (Pry) Lid ' 7 100 - 7100 -

The loan is unsecured, carrics Interest at prime
rates and is repayable within the next 12 months,

Investee Private Bank 10 646 12 (41 10 646 12 041

The loan is sccured over erf 46 Rosslyn
Township, bears interest at u fixed rate of 11%
(2007- 11%), and is repayable over a period of
60 months which commenced in January 2005
with a 60% residual,
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17 746 12 041 17 746 12 041
Group Company
2008 2007 2008 2007
Note(s) R 000 R '000 R 000 R '000
15. TRADE AND OTHER PAYABLES
Trade payables -121 651 -136 998 -151 677 =136 034
VAT -1 785 -1217
Leave pay accrual -1991 -1 673 -1 656 -1374
Sundry accruals -6 355 -6 566 -4 845 -5 056
-131 782 -145 237 -139 425 =142 464

The carrying smount is a teasonable approximation of the fair value of the trade and other payables

16. PROVISIONS

Provision for penalty 27274 - 27274 -
Sundry provisions 3328 7184 3328 7 184
30 602 7184 30602 7184

The South African Competition Commission and Petzetakis Afvica (Pty) Ltd cotered into negotiations regarding a Consent Order
Agreement, on the basis of Petzetakis’ conduct and cooperation. No agreemnent could be reached and the matter will be referred to the
Competition Tribunal, 1t is currently anticipated that 4 5,3% penalty will be levied, calculated on turnover. It is anticipated that payment will
be effected only after the sccond quarter of 2000, At an anticipated 5,3% penalty, a penalty of R27,273,894 is expucted,

17. REVENLE

Revenue comprises turnover, which excludes value-added tax and represents the invoiced value of goods sepplied and  scrvices
rendered.

17.1 OTHER INCOME
Other income for the year is stated after accounting for the following;

Bad debts recovered 3637 6761 737 453

18. OPERATING FROFIT/LOSS

Operating profit/(loss) for the year is stated after accounting for the following:
Operating lease charges

Premizes *  Contractual amounts _ 3593 3482 1642 1638
Motor vehicles *  Contractual amounts 125 168 36 63
Equipment * Contractual amounts 1810 1617 989 L 037

5528 51267 2 667 2738
Loss on salc of property, plant and cquipment 2203 -44 2203 -194
Impairment on loans - 157 - - 157 -
{Loss) profit on exchange differences -16 3 -16 3
Depreciation on property, plant and equipment 23 803 23754 23 588 23 449
Employee costs 106 674 10C 038 92 965 B6 126
Resgearch and development 4% 334 48 134
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18. OPERATING PROFIT/LOSS (Continued)

Group Company
2008 2007 2008 2007

R000 R*000 R’000 R*'000
Travel and entertainment — Holding Company
Management 278 276 278 276
Management fees paid to Holding Company 9242 2047 9242 2047
Legal cxpenses — Competition Commission 795 286 795 286
Professional fees 26 515 26 515
Legal fees — debt collection 814 1 040 &14 1 040
Expenses incurred due to PVC Line 2 explosion 3663 2732 3663 2732
Provision for write-off of loan — Ronnie Dennison
Agencies (Pry) Lid - 5 840 - -
{Cycad product claim and costs - 6979 - 6979
Sekunjalo Piping Systems (Pty) Lid
-Valuation 36 - 36 -
Plant and machinery — revaluation costs 350 - 350 -
Impairment of debt — Wilvon 196 - - -
Loss on disposal of interest in Thabo Piping Systems
(Pty) Ltd 158 - 158 -
Impairment of Sekunjalo Piping Systems (Pty) Ltd -
Goodwill 6421 - - -
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Growp Company
2008 2007 2008 2007
R 000 R '000 R 000 R 000
19. INVESTMENT REVENUE
Interest revenue
Bank 252 7 546 153 6 187
Intercompany - Branches - - : 3935 553
252 7 546 4 088 6 740
20, FINANCE COSTS
Finance leases 3783 2 565 3728 2507
Bank 9218 23494 9212 17 615
Other interest paid 141 101 14] 1n
13 142 26 160 13 081 20223
21. TAXATION
Major components of the tax expenses
Current
Secondary tax on companics 991 - 991 -
MNormal tax 4 206 7070 - -
Prior period correction -43 228 - -
5154 7208 991 -
Deferred
Originating and reversing -4 779 -12 905 -5 737 -12 905
Changes in tax ratcs -191 -1 115
Prior period correction -3 -318 -2273 818
Assessed Joss utilised 115 -
. -T118 -13723 -9125 -13 723
-1 964 -6 425 -2 134 -13 723
Reconciliation of the tax (income) / cxpense
Reconciliation between the accounting profit and
tax expense.
Ageounting (loss)/profit -1 764 21 889 -60 208 =790
Tax at the applicablc rate of 28% (2(0)7; 29%) 5331 7108 - -
Permanent differences -101 - -7
Utilisation of the asscssed loss -115 -
I'rior period (over-) / under provision -30 -13 653 - -13 652
Deferred tax correction -6 229 221 -2 010
Change in tax rates -1912 -1 115
Secondary Tax on Compantes 991 991
Total tax (income) / expense -1 964 -6 425 -8 134 -13723
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Group Company
Note(s) 2008 2007 2008 2007
R'000 R’000 R'000 R'0G0
22. CASH GENERATED FROM (USED IN) OPERATIONS
{Loss) profit before taxation -48 847 24 309 =60 824 =790
Adjustments for:
Depreciation and amortisation 2 23 532 23 766 23 446 23423
Loss on sale of assets 2 361 194 21361 44
Interest received -252 -7 546 -4 088 -6 740
Finance costs 13 142 26 160 13 081 20223
Competition Commission penalty 16 27283 27283
Impairment loss 33 366 621 27 145 621
(Profit} / loss in foreign exchange 16 -3 16 -3
Changes in working capital:
Inventories 22 395 -17027 16 597 =17 027
Trade and other receivables %97 13 833 =12 569 13 833
Trade and other payables 9 463 -6 610 3R 882 -6 987
83 556 57 897 3y 26 602
23. TAX PAID
Balance at beginning of the year 295 -7 662 -042 =10 871
Current tax for the year recognised in income statement 1 964 6 425 8134 13723
Balance gt end of the vear 2416 295 430 942
-157 =042 -7 623 - 3794
24. FIRECTORS EMOLUMENTS
Executive Dircctors
Services rendered while being directors ol the company 2363 3 736 2363 3736
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25, FINANCIAL INSTRUMENTS
Financial liabilities by category R'000

The accounting policies for financial instruments have been applied to the line items below:
Financial liabilities

2008 - Group at amortised cost
Loun from shareholder 1025
Trade and other payables 131 782
Bank overdraft 33379
2008 - Company

Loan from shareholder 1025
Trade and other payables 159 425
Bank overdraft 32823

Financial asseis by category

The aceounting policies for financial instruments have been applied to the ling items below:

Loans and Available
receivables for sale Total
R*000 R*000 R*000

2008 — Group
Other financlal asscts 45 45
Tradc and other receivables 112 641 112 641
Cush and cash equivalents 15425 15 425
2008 - Company
Other financial assets 45 45
Trade and other reccivables 114 806 114 806
Cash and cash cquivalents 3752 3752

26. RISK MANAGEMENT

The group's activities expose it to a varicty of financial risks: market risk (including curtency risk, fair value interest rate risk, cash flow
interest rate risk and price nisk), credit rigk and liquidity risk.

The group's activitics cxpose it to a variety of financial risks including liquidity risk, interest rate rigk, oredit risk, currency risk and price
risk,

'The group's overall risk management program focuses on the unpredictability of fingncial markets and seeks to minimise potential adverse
effects on the group's financial performance. Risk management is carricd out by « egntral treasury department (group treasury) under
policies approved by the board. Group weasury identifies, evaluates and hedges financial risks in close 09'013'-31"'1"0“ with the group's
operating units. The board provides writien principles for overall risk management, as well as written policies covering specific areas, such
as foreign exchange risk, interest rate risk, and credit risk, use of derivative financial mstruments and non-derivative financiyl instruments,
and investment of excess liquidity.
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Gearing ratio

The group's risk management committes Teviews the capital structure on a semi-annual basis. As part of this review, the committee
considers the cost of capital and the risk associated with cach class of cupital, The group has a target gearing ratio of 20-25% determined
as the proportion of net debt to equity, Based on the committee's recommendations, the group expects 10 maintain its gearing ratio close
to 25%,

The gearing ratio at the year end was as tollows;

Group Company
2008 2007 2008 2007
‘000 '000 000 ‘000
Dheht (i) 50421 48 746 49074 48 301
Cash and cash cquivalents 17 954 2 879 29251 2305
Net debt 68 375 45 867 78323 50 606
Equily (ii) 174 581 201 742 39 241 177 615
Net debt to equity ratio 60% 23% 88% 28%

i) Debt is defincd as long- and short-termy horrowings
1) Equily includes all capital and reserves of the Entity

Capital risk management

The Group manuages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balance. The Group’s overall strategy remains unchanged from 2006,

The capital structure of the Group consists of debt, which includes the borrowings disclosed in note 10, cash and cash equivalents and equity
attributable to cquity holders of the parent, comprising issued capital, reserves and retained carmings.

The capital structute of the group consists of equity attributable to equity holders of the group which comprises issued share capital and
premium and accumulated profits as disclosed in the Statement of Changes in Equity and the staternent of changes in equity, interest bearing
borrowings as disclosed under note 9 and cash and cash equivalents as disclosed under note 9,

The group's capital management objectives is to meet its liquidity requircments, repay borrowings as they fall due to ensure there is
sufficicnt capital available for the funding requirements of the group {including capital expenditure) and maximizcs sharcholders' returns and

reduce costs of capital,

The group's capital management policy is to hold sufficient capital as management belicves is necessary to ensure that obligations can
always be met on a timely basis and to maintain a positive neot assets and net current asset position on the balance sheet.

Liguidity risk
Prudent liguidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through an
adcquate amount of committed credit facilities and the abilily 1o elose out market positions. Due to the dynamic natwre of the underlying

businesses, group treasury maintains flexibility in funding by maintaining availability under committed credit lines.

The group’s risk to liguidity is a result of the funds availablc to cover future commitments, The group manages liquidity risk through a
review of futurc commitments and credit facilities as is appropriate.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.
Interest rate risk

As the group hus no significant interest-bearing asscts, the group’s income and operating cash flows arc substantially independent of changes
in market intercst ratcs.

Market risk
Matket rigk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices.

Management's objectives lor managing market risk are to minimise the company's exposure.
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Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, trade debtors and other relevant financial instruments. The company only
deposits cash with major banks with high quality credit standing,

Tradc rcccivables comprise a widespread customer basc. Management evaluates credit risk relating to customers on an ongoing basis, Risk
conlrol assesses the credit quality of the customer, taking into account its financial position, past eaperience and ather factors.

Foreign exchange risk
The group does not hedge forcign exchange fluctuations,
Price risk

The group 15 nol exposed to equity securitics price risk.

27. AUDTORS REMUNERATION ‘
Group Company

2008 2007 2008 2007
R*000 R'000 R*000 R*000
Fees 1473 676 721 34

28, RELATED PARTIES
The Company's immediate halding company is A.G. Petzctakis International Holdings
Limited incorporated in Cyprus. The Company and its subsidiaries purchase goods

from and sell goods to each other in the ordinary coursc of business,

During the period, the company entered into the following transactions.

Amounts Amounts
Sales to Management Purchases owed by owed to
related from related
arties fees partles related related
P partics parties
R 000 R'0D00 R*000 R’000 R’000
Sekunjalo Piping Systems (Piy) Ltd 2008 202 348 -1 779 - 26 879 -
2007 244 7118 - 30 887 -
Patzetakis Africa (WNamibia) (Pty) Lid 2008 - 6 6RO - - 5826
2007 - 12 005 - 7124
Scktel Communications (Pty) Lid 2008 17 412 1423 - 494 -
2007 - - - 66
AG  Petzctakis  International  Holdings
Lirmited 2008 - - - - 1025
2007 - - 1777 14 338
AG Petzetakis 2008 - 9242 - - -
2007 - 2047 - - -
Sekunjalo Utilities (Pty) Lid 2008 - -3 487 - 6 966 -

2007 . - - -
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29. EARNINGS (LOSS) PER SHARE

Busic
Basic earnings per sharc is calculated by dividing the profit
attributable to equity holders of the company by the weighted Group Company
average number of ordinary shares in issue during the year,
2008 2007 2008 2007
R 000 R'000 R*000 R"000
Profit (loss) attributable to equity holders of the company -A48 836 28 552 -52 GB9 i2933
Weighted average number of ordinary shares in issue 1h 101 101 101
Basic carmings per share (ZAR cents per share) -484 283 =522 288
30. SEGMENT REPORT
2008 - Group
PVC HDPE FLEX OTHER TOTAL
R*000 RN R'000 R'000 R'000
Revenue 283976 324 585 147 828 102 380 858 769
Operating Profit -26 654 727 929 -9101 =35 957
Profit before Tax -33 787 -5 209 -2 525 -7326 48 847
Net profit -42 386 -G 535 -3 167 5205 -46 883
Depreciation 13943 6402 2263 924 23532
Total Assets 144 614 142 836 70515 28 B804 386 819
Total Liabilities 83 767 95 746 43 606 49119 272238
2007 - Group
Revenue 252 468 206514 105 145 270 035 $34 162
Operating Profit 10 359 14 997 8345 9422 43 123
Profit before Tax 4 680 9035 6104 4 690 24 509
Net protit 3163 6 106 4 125 17 540 30 934
Depreciation 11 429 3963 1 834 6490 23 766
Total Assets 202 969 148 659 #1304 23058 455 990
Total Liabilities 110 109 90 067 45 857 8215 254 248
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31. STATEMENTS AND INTERPRETATIONS NOT YET EFFECTIVE
At the date of authotisation of these financial statcments, the following Standards and/or Interpretations were in issuc but not yct cffective.

IFRS 1, First-time Adoption of International Financial Reporting Standards
+ Mensurement of the cost of investments in subsidiarics, juintly controlled entities and associates when adopting IFRS for the first time.
1 July 2009

IFRS 2, Share Based Payments
- Amendments to vesting conditions and cancellations 1 January 2009

IFRS 3, Business Combinations
- Amendments W accounting for business combinations 1 July 2009

IFRS 5 Non-curremt Assets Held for Sale andDiscontinued Operations
« Plan 10 sell the controlling interest in a subsidiary
I July 2009

IFRS 7 Financiafl Instruments: Disclosures
' Presentation of finance costs
1 January 2({19

IFRS 8, Operating Segments

- Mew standard on segment reporting (replaces IAS 14) 1 January 2009
1AS 1, Presentation of Financial Statements

- Amendments to structure of Financial Statements

» Current/non-current classification of derivatives

1 January 2009

IAS 8 decounting Policies, Changes in Accounting Estimates and Ervors
+ Status of implementation guidance
1 January 2009

TAS 10 Events aficr the Reporting Period
+ Dividends declared after the end of the reporting period
| January 2009

IAS 16 Fraperty, Plant and Equipment
* Recoverable amount

» Sale of assets held for rental

1 January 2009

IAS 18 Revenue
- Costs of originating a loan
1 January 2009

1AS 19 Employee Benefits

- Curtailments and negative past service cost
* Plan administration ¢osts

- Replacement of term *fall duc’

- Guidance on contingent liabilities

1 January 2004

IAS 20 Accounting for Government Granis and Disclosure of Government Assistance
- (Government loans with a below-market rate of interest

- Consistency of terminology with other IFRSs

| January 2009

IAS 23 Borrowing Costs

- Amendment requiring capitahzation only model
+ Components of borrowing costs

1 January 2009
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IAS 27 Consolidated and Separate Financial Statements

- Amendment dealing with measurement of the cost of investments when adopting [FRS for the first time.
+ Measurement of subsidiary held for sale in separate financial statements

1 January 2009

IAS 27 Consolidated and Separate Financial Statements
- Consequential amendments from changes to Business Combinations
1 July 2069

VAS 28 /nvestments in Asvociatey

- Required disclosures when investments in associates
- ar¢ accounted for at fair value through profit or loss
- Impairment of investment in associate

1 January 2009

1A 28 Investments in Associates
* Consequential smendments from changes to Business Combinations
1 July 2009

IAS 29 Financial Reporting in Hyperinflationary Economies
* Deseription of measurement basis in financial statements

- Consistency of terminology with other IFRSs

1 January 2009

IAS 31 Interests in Joint Ventures
- Required disclosures when interests in jointly controlled entitics arc accounted for at fair value through profit or loss
1 January 2009

IAS 31 fnterests in Joint Ventures
- Consequential amendments from changes to Business Combinations
I July 2009

IAS 32 Financial Instrumenty; Presentotion

- Certain financial instruments will be classified as cquity whereas, prior to these amendments, they would have been classified as financial
liabilities

1 January 2009

1AS 34 Interimt FinancialReporting
- Earnings per share disclosures In interim financial reports
| January 2009

1AS 36 Impairment of Assets

- Disclosure of estimates used to determine recoverable amount
| January 2009

1AS 38 Intangible Assets
- Advertising and promotional activities

* Unit of production method of amortization
| January 2009

§AS 39 Financigl Instruments: Recognition and Measurement

- Reclassification of derivatives into or out of the classification of at fair value through profit or loss
* Designating and documenting hedges at the segment level

- Applicable effective interest rate on cessation of fair value hedge accounting

1 January 2009

1AS 39 Financial Instruments: Recognition and Measuremen!
- Clarifies two hedge accounting issucs:

o Inflation in a financial hedged item

o A one-sided risk in a hedged item

1 July 2009
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LAS 40 frvesiment Property

» Property under construction or development for future use as investment property
* Congistency of terminology with TAS &

- Investment property held under lease

1 January 2009

IAS 41 Agriculiure

» Diseount rate for fair value calculations

+ Additional biological transformation

- Examples of agricultural produce and products
* Point-of-sule costs

1 January 2009

1FRIC 15 Agreements for the Constructinn of Real Estate.
| January 2009

IFRIC 17 Distribution of Non-cash Assels o Chwners
1 July 2009
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