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VALUES

Our values guide behaviour to sustain excellent performance
WE WILL
• focus intensely on delivering service excellence to our customers
• operate ethically, with integrity and care for others
• operate safely and with care for our employees, the environment and the community
• encourage innovation, nimbleness, teamwork and openness among our employees
• pursue and reward performance excellence

PROFILE

AECI is a specialty product and services company
which provides value-adding solutions to customers through 
science, technology and industry knowledge.

Serving both global and regional markets, mining solutions
(explosives and initiating systems), a diverse range of specialty
chemicals, specialty fibres and decorative coatings comprise
the Group’s businesses with an emphasis on application know-
how and customer service delivery. These businesses are
typically of a low to medium capital nature, operate in niche
markets, and are supported by leading international
technology alliances. 

The principal manufacturing sites are located in South Africa
near Johannesburg (mining solutions and specialty
chemicals), Durban (specialty chemicals and decorative
coatings) and Cape Town (specialty fibres). The mining
solutions, specialty chemicals and decorative coatings
businesses have expanded their presence throughout sub-
Saharan Africa. Specialty fibres has a joint venture
manufacturing facility in the USA and, in mining solutions, the
DetNet joint venture aims to be the international leader in the

design, production and sale of specialised electronic
detonators. All four businesses are exploring opportunities to
take their proven products and service packages to niche
markets in countries beyond their traditional areas of activity.
In specialty chemicals, for example, a presence has been
established in Brazil and more acquisitions are being sought.

The Group’s fifth area of business is the realisation of surplus
land and the utilisation of surplus assets, managed by
Heartland. These activities are significant and offer prime
land holdings near Johannesburg and Cape Town for
commercial, residential and industrial development and
leasing purposes. By the end of 2006, 1 460 hectares of the
original 3 700 hectares of excess land available had been sold.

AECI has a total employee complement of 7 700, many of
whom are engaged in the Group’s extensive sales, technical
service and distribution networks.
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  
  

  
  
  







           
    

              


  


 

   
    

    

    
    
    

    





 













 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

  

 

 

 

 

 

 

  

  

  

 











 

   
 
   

   
  
  
 
   


  
    
  

   
  
   
   
   



  
   

    
   




  
  
   
    
    
 
   
   
 
   


     
     
     
    


 


      


 


    



      
   


    


 


    


 
    


     
 


  


 


 


 





  


 


         


   


 
       


        



       
    


 


 


       


 
        

 


        


      
        


     



      


      
     



   
    
     
  
  






 

  




























































 



    
    
   
   
   
  
  
    
  
   
  
  

   
  
   
  
 



   
    
   
    
   
  
 
    
   
    







    
     
    
  


    
 
   
    
    
   
    
   




    
    
   
  
  
   
    
   
  
  
   
   
  
   
   
   
  
  



 

   
     
     
   
  
   
   
   
   

    
    
   
 
     
    
  


 


    
    

   
   

   
   

   
   




   
   
  
 
    

     
  
   
  
   
  
  
  
   
 
   
   
    
   
    




 

 



     
  
    
   
    
   
  
    
    

    



 

  
   
   
   
     
  
   
   




    
    
     

    
     
  
  
   




    

   
   
   
    
   
  

  
   

  
    
    




  
   
 
   
  
   
   
  

     
   
  
   


 



    
    
    
    
   
   
   
   
   
   
   
 
  
     
  
    




   

 
 
   
    
   
   
   
   
  
   
   
    
 
   





 

    
    

    
 




     
   

    





    
   
   
    
   
    
  
   
   
  
   
   






   
    

   
    
   
    
   
   
   
   
   

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

       
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


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         
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

      

      

        

       

          
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      



       
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      
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
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

       



       



         

    





       







       



        

         

       

     

         



  

         



       

        







   





         



    

         



    





         

      




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       



  

    





 







    

          

 



       

      

       









         





         









       





        



        

           





       

















 

 











 

           



 

         





 

 

        

        











        










 
 
  
 
 






   






































    
   
      




    
      
    
    
  




    
      
    
    
 
     
    
   




    
   
    
      
    
    
    

   




     
     
     
     
    
   
   





     
     
    
      
   
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         

     

         

        



        

        

      

         

        

 

        

        









        

       

       

      



     



        

         



         

         

 

 

  







      

        

          



       

         



   



        

   



        





   

           





      

       



    

     

       



       

         

     
       

    

   

       
       







        

         



        

      



         

         

        

        

      

 

      







         



        





         

        

       

       





   

       





       

        

   





       



        

       





        

      





      

 





         







      

  



     

     



      

      

      









        

        



       



  

       

   

         



       

        

      

    

       





          



 

  





 







 

 



 

 











 



 
 




 









   






 

 

 

 

 

 



 

 

 

 

 

 

 

 










  
   
     
    
     
     
   
    




    
      
    
     
     
     

     
    
     
  






    

  




    
  
   
  
    
     
      
 

       




   
 
     
   
 




     
      
     
      
     
   
     
    
    
   
    
 



    
    
     
  
     
     

     







  

  
 





  



 

      

        

  

        

        

      



     



       



    

       



      





        

        



      

         



      

        







       

 
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



       

     

      

       

        



       

       

       

  



         

         

       

        



         

         



      

   







      

       

        

        







         



     



         

       

        

       

      



          

      





      





  





 

 



  





 




 



 

 



 










 





 








   



























































      
   
 
     
    
     
 
    
     
   
    
      




      

    
    
   
     
      
     
     






      
      
     
     
 





        





        

         

      



       

 





        



      

       

        







         



     

   

       





         



         

        



   

       

         



     

   

          

       

        

 

  



 







       



       

        





       

        

       

      

      



        



       

       





    

        

      

       





        

  

          





      



        

         





       

 



   

        

     

       



  



         



        

       





        

      

          

        

       





         



       

          

        

       

     

      





       

       

     

       



      









       



       

     

       



        

       



        







 

         

         







        



         

         



 

        



         

       

         

       

        

       

         


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

     
   
   
  
     
  




 
  
    
    
     

 
   


   













      
   






     
    
  

 
    
     
   




     
      
   
    
     




    

   
    
   
    




     
   
      


   




  



 

   



       







       

       

        





         



  

     

         









     



         





      





       

    





  











          

       





       

 

        







       

      

          

      

       



        

     

       

       











        

       

    

         

       



      

 



       

       

      



      

      



  





  



        

         



  

        

    

     





        

       

         









 





          









 



 



       




 

 



 



 

















 





   




































 









 
   
   
     
     
    
     
     




     
      
     
   
 




     

    
    
  
    
      
    





   
      

     
  
    
     
     






      

    

      

      

      

  



      






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





 



       

         

    



      



       



 
     
      
    
  
    
       
  

     



  



    
     
      
     

      
   
     

  

     
   





     
    
    

       
   
    
      


 

     


 
   

     
    
 




      
    

  
    
    
     


     








 

   

       

        





         

       

 

        

      

 



       

        

          

       

         



         





       







         

      





         

         



 

  

         

      







        



        





        



   
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

         

         

        

        



         



 



      

        

         







        





      

          





          

         

      

       

  

    





      









 





 





      
      

       
       
    

 




         

      



     

        

        

  









          

        

       

       

         



          

        



         



     

         

      

   

       



        

      

         



        



      

       



         



       



         



       



        



 



     



          

      

        



 



       



        





         







       



 

 



  
 



       



       

        



      



          

       

       



      



 

 

  

  

  

  

  

  

  

  







       

         

      





   







         

        










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     

       

     



       

      

       

    

  

       



        

      

      



      

      





        

  





       



   

        



      













       



        

        



       

        

       

     

     



    






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



       



     

   

 

         





       

       







        

      









       

       



    





 

         

       

        

        

      

        



        







        







       



         





            




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

      

 

        





       

      



       







         

       



         







         

         

       

        

     



       



   

 



      



         

  



      

      













         

      



       

     

         

        

      





        







     



       





        

      



        

     



       







        



        

    

      

        

      

          



      





      







      

        

         



       

      



         







       



  

        
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     

         



 



        







         

       

 

        

 

      

  

      



        





  

       

        

       

      



  

       



      



       

   

      

      





      

      

        

      

          



        



        







         

       





 







        

      

      

         

        

          





 

       

     

       

  

    

         



       

       

      

   



      

        

       

         





       

  

      





      

 

          

      

       



 

 

       

      

       

     

      



    
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        

 





         

       

         



        



 





 





                 

 

        

      



  

  

   

   



    

  

   

                   











           

      

    

      



     



        

 

     

       

       

     

      

  

      







 

           



 

 

 



        

 



        

        

 

 



        





       

       

           

        



           

      

      



   

 







         

        

       







      

          



       

  









      

           

        

       

          





      



       

       









  









       

       

 



      

       

         

        

        

          

 

 





 





  

  

  

   

   

   

   

   

  

  



   

  

   

   



   





























  

   

   

   

   

   

   



       



        



        

        

     





          

       



        



      





        







      

      







       

    

         

        



        



         

     























    



           



          

        

     



 

   











 

         

 

       



        

             

       

  



     



      





 





   



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   
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
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


























      



          




























 

       

  

      

        

        







        



      



      

         

      



        

         



    

         

       



         

         

      





         



         

       
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        

      

         

 



       

 

         













      



           

    



    





       



           



 

 

 

      

       

        



 



      

       





 

     

        

       

        



   

       

      



        



          



 





 

  







    

         



        





        

      

     

 



       

        

        

 









        

   

      

      

  





  

       

     



         



  



         



        



          



       





       

 

       

     



        

       



          

       










 





     







       

        

         

       

    

        





 

 

 

 

 

 

          

      

      

       

          

       

        

     

         

      

       









       

        

        







     

       



 





 



        



      





      

    

           

       

  



        



        



         

       



          



 





 

 



      



      

      

      

      

      

      



      

      



      

      

      

      





      



      

      



      

      



      

      

     

      

     

      



      

      

      



      



      

     

                    


 
  







     



      

      

      

      



      

      

      

      



      



      

      

      



      

      



      

  


                   


 
 
  
   

  



 



     





      

      

      

      

      

      

      

      

      

      

      





      

      

      

 





 

   





 

   

    

    

    

    

    



    

    

    

    

    

   





 

 

  

  

  

  

  

  

  


















































 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


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Notes to the financial statements
Appendices to the financial statements

For and on behalf of the Board

AE Pedder CBE S Engelbrecht
Chairman Chief executive

Sandton, 19 February 2007

INDEPENDENT AUDITORS’ REPORT 

APPROVAL OF ANNUAL FINANCIAL STATEMENTS

TO THE MEMBERS OF AECI LIMITED

REPORT ON THE FINANCIAL STATEMENTS
We have audited the annual financial statements and Group
annual financial statements of AECI Limited, which comprise
the balance sheet at 31 December 2006, and the income
statement, the statement of changes in equity and cash flow
statement for the year then ended, and the notes to the
financial statements, which include a summary of significant
accounting policies and other explanatory notes, and the
directors’ report as set out on pages 57 to 97.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
The directors are responsible for the preparation and fair
presentation 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 fair
presentation of the financial statements that are free from
material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY
Our responsibility is to express an opinion on these financial
statements based 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 financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the 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 presentation of the financial statements in order to
design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of
the financial statements.

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

OPINION
In our opinion, the financial statements present fairly, in all
material respects, the financial position of AECI Limited and the
Group at 31 December 2006, and its financial performance
and cash flows for the year then ended, in accordance with
International Financial Reporting Standards, and in the manner
required by the Companies Act of South Africa. 

KPMG Inc.
Registered auditor

Per AH Jaffer
Chartered accountant (SA)
Registered auditor
Director
85 Empire Road, Parktown, 2193
Johannesburg
19 February 2007

The following reports and statements have been approved by
the Board of directors:

Review of operations
Corporate governance
Corporate citizenship
Directors’ report
Accounting policies and definitions
Balance sheets
Income statements
Cash flow statements
Notes to the cash flow statements
Statements of changes in equity



DECLARATION BY THE COMPANY SECRETARY

DIRECTORS’ REPORT

The secretary certifies that the Company has lodged with the Registrar of Companies all such returns as are required of a public
company, in terms of the Companies Act, No. 61 of 1973, as amended, and that all such returns are true, correct and up to date.

EA Rea
Acting secretary

Sandton, 19 February 2007

The activities and results of the Group have been reviewed on
pages 11 to 50.

STATUTORY INFORMATION
Share capital
The issued ordinary share capital of the Company
as at 31 December 2006 was R120 742 578 (2005 –
R120 742 578). The Company also has in issue 3 000 000
5.5 per cent redeemable preference shares of R2 each.

Strate
Dematerialisation of the Company’s issued shares commenced
in July 2001. Shares still in paper form are no longer good for
delivery and will require to be dematerialised before
participation in any transaction.  Shareholders may direct any
enquiries in this regard to the Company’s transfer secretaries
on telephone number +27 0861 100 950 in South Africa or
0870 889 3176 in the United Kingdom.

Dividends
Details of the dividends declared and paid on the Company’s
ordinary and preference shares during the 2006 financial year
are set out in note 20 to the financial statements.

Directorate
Details of the secretary and directorate of the Company are
shown on pages 6 and 7.

The following directors retire in terms of the Company’s articles
of association at the annual general meeting on 21 May 2007:

In terms of article 22.4: 
FPP Baker 
RMW Dunne 
GN Edwards 
LM Nyhonyha 

These directors, being eligible, have offered themselves for
re-election. 

In terms of article 24.3: 
S Engelbrecht 

This director, being eligible, has offered himself for re-election. 

As announced in December 2006, Messrs Brayshaw and
Pedder will retire as directors of the Company at the annual
general meeting on 21 May 2007. 

At 31 December 2006, the directors had direct and indirect
beneficial interests, including interests held through family trusts,
in 14 950 ordinary shares of the Company (2005 – 14 950).

Subsidiaries and joint ventures
Details of each trading subsidiary and joint venture are set out
in the appendices on pages 97 and 96 respectively.

The aggregate net profits and losses after taxation of South
African subsidiaries and joint ventures attributable to the
Company for the year 2006 were as follows:

Profits: R423 million (2005 – R472 million)
Losses: R57 million (2005 – R40 million)



ACCOUNTING POLICIES AND DEFINITIONS

The significant accounting policies of the Group as set out
herein have been applied consistently throughout the Group
and are consistent with those followed in the previous year in
all material respects, except as otherwise stated.

STATEMENT OF COMPLIANCE
The separate financial statements and consolidated financial
statements have been prepared in compliance with International
Financial Reporting Standards (IFRS) and interpretations of those
standards, as adopted by the International Accounting Standards
Board (IASB) and applicable legislation, and in accordance with
the requirements of the Companies Act of South Africa.

The following accounting standards, interpretations and
amendments to published accounting standards which are
relevant to the Group but not yet effective, have not been
adopted in the current year:
• IFRS7 financial instruments: disclosures
• IAS1 (amendment), presentation of financial statements

(added disclosures about an entity’s capital)
• IAS19 (amendment), employee benefits
• IAS39 (amendment), financial instruments: recognition

and measurement (amendment of hedges of forecast
intergroup transactions, the fair value option and
financial guarantee contracts)

• IFRIC4, determining whether an arrangement contains
a lease

• IFRIC8, scope of IFRS2.

BASIS OF ACCOUNTING
The separate financial statements and consolidated financial
statements are prepared on the going concern basis using the
historical cost convention, modified to include the revaluation
of certain property, plant and equipment as well as the
revaluation of certain investments to fair value.

Subsidiaries
Subsidiaries are those entities controlled by the parent. Control
is the power to govern the financial and operating policies of an
entity so as to obtain economic benefits from its activities.

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries. The
results of subsidiaries acquired or disposed of during the year
are included from the dates control commenced and up to the
dates control ceased. Intergroup transactions and balances
between Group entities are eliminated on consolidation.
Minority interests in the net assets of subsidiaries are
identified separately from the Group’s equity therein. 

Joint ventures 
Joint ventures are those entities in respect of which there is a
contractual agreement whereby the Group and one or more

other venturers undertake an economic activity, which is
subject to joint control. 

The Company’s participation in joint ventures is accounted for
using the proportionate consolidation method by including its
share of the underlying assets and liabilities and income
statement items with items of a similar nature on a line-by-line
basis from the dates of their acquisition until their disposal.
Intergroup transactions and balances between Group entities
are eliminated on proportionate consolidation to the extent of
the Group’s interest in the joint venture or partnership. 

Associates 
An associate is an entity in which the Group holds an equity
interest and over which the Group has significant influence
and that is neither a subsidiary nor an interest in a joint
venture. Significant influence is the power to participate in the
financial and operating policy decisions of the associate but is
not control or joint control over those policies. 

The post-acquisition results of associated companies are
accounted for in the consolidated financial statements using
the equity method of accounting from the date that significant
influence commences until the date that significant influence
ceases. Where a Group entity transacts with an associate of the
Group, unrealised profits are eliminated to the extent of the
Group’s interest in the associate. 

Subsidiaries, associates and joint ventures 
Investments in subsidiaries, associates and joint ventures in
the separate financial statements are recognised at cost less
impairment losses. 

GOODWILL 
The excess of cost of business combinations over the net value
of identifiable assets, liabilities and contingent liabilities at
acquisition is capitalised as goodwill in the Group financial
statements and is stated at cost less accumulated impairment
losses. Goodwill is not amortised. Goodwill of associates is
included in the carrying amount of the relevant associate.
Goodwill acquired in a business combination for which the
agreement date was before 31 March 2004 was previously
amortised on a systematic basis over its estimated useful life. The
accumulated amortisation previously raised has been set off
against the cost. On disposal of a subsidiary, associate, jointly
controlled entity or business unit to which the goodwill was
allocated on acquisition, the amount attributable to such goodwill
is included in the determination of the profit or loss on disposal. 

If, on a business combination, the fair value of the Group’s
interest in the identifiable assets and liabilities exceeds the cost
of acquisition, this excess is recognised in the income
statement immediately. 



DEFERRED TAX 
A deferred tax asset is the amount of income taxes recoverable
in future periods in respect of deductible temporary
differences, the carry forward of unused tax losses and unused
tax credits. A deferred tax liability is the amount of income
taxes payable in future periods in respect of taxable temporary
differences. 

Temporary differences are differences between the carrying
amounts of assets and liabilities for financial reporting
purposes and their tax base. The tax base of an asset is the
amount that is deductible for tax purposes if the economic
benefits from the asset are taxable or is the carrying amount of
the asset if the economic benefits are not taxable. The tax base
of a liability is the carrying amount of the liability less the amount
deductible in respect of that liability in future periods. 

A deferred tax asset is only recognised to the extent that it is
probable that future taxable profits will be available against
which the associated unused tax losses and deductible
temporary differences can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Deferred tax is measured at rates that have been enacted or
substantially enacted at the balance sheet date.

PROPERTY, PLANT AND EQUIPMENT 
Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment losses.
Depreciation is provided on property, plant and equipment, other
than land, on the straight-line basis at rates which will write off the
assets over their estimated useful lives. The estimated useful lives
used range from three to 10 years. The useful lives and residual
values are reviewed annually. Certain of the Group’s land, which
was originally acquired as a fixed asset and which was
subsequently determined to be surplus to the Group’s
requirements, is included at values determined by sworn
appraisers. The basis of the valuation was open market value and
the surplus over original cost was taken to non-distributable
reserves. Investment properties, comprising properties surplus to
the Group’s requirements and leased to third parties, are stated
at cost less accumulated depreciation and impairment losses.

Specific plant spares are valued at cost and are depreciated
over the estimated useful lives of the plants to which they relate.

IMPAIRMENT 
The carrying amounts of the Group’s assets are reviewed at
each balance sheet date to determine whether there is any
indication of impairment. If there is any indication that an
asset may be impaired, its recoverable amount is estimated
in order to determine the extent of the impairment loss. The

recoverable amount is the higher of its fair value, less costs
to sell, and its value in use. Value in use is estimated taking
into account future cash flows, forecast market conditions
and the expected lives of the assets. An impairment loss is
recognised whenever the carrying amount of an asset or a
cash-generating unit exceeds its recoverable amount.
Impairment losses are recognised in the income statement.
Subsequent to the recognition of an impairment loss, the
depreciation charge for the asset is adjusted to allocate its
remaining carrying value, less any residual value, over its
remaining useful life. 

Impairment losses recognised in respect of a cash-generating
unit are allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit and then to
reduce the carrying amount of the other assets of the cash-
generating unit. 

An impairment loss is reversed only to the extent that the
carrying amount of the asset or cash-generating unit does not
exceed the net carrying amount that would have been
determined if no impairment loss had been recognised.
A reversal of an impairment loss is recognised in the income
statement. 

Goodwill and the cash-generating units to which it has been
allocated are tested for impairment on an annual basis even if
there is no indication of impairment. Impairment losses on
goodwill are not reversed. 

INVENTORY 
Inventories of raw and packing materials, products and
intermediates and merchandise are carried at cost using the
first-in-first-out (FIFO) method. 

The cost of products and intermediates comprises raw and
packing materials, manufacturing costs and depreciation. 

Spares not specific to particular plants and stores are carried
at weighted average cost. 

Property developments include the cost of properties acquired
for resale and development costs. 



ACCOUNTING POLICIES AND DEFINITIONS continued

In all cases inventories are valued at the lower of cost and net
realisable value. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated
costs of completion and selling expenses, taking into account
obsolescence. 

PROVISIONS
A provision is recognised when the Group has a present legal
or constructive obligation, as a result of past events, for which
it is probable that an outflow of economic benefits will occur
and where a reliable estimate can be made of the amount of
the obligation. The amount recognised as a provision is the
best estimate of the consideration required to settle the
obligation at the balance sheet date, taking into account the
risks and uncertainties surrounding the obligation. Non-
current provisions are determined by discounting the expected
future cash flows to their present value at a pre-tax rate that
reflects current market assessment of the time value of money.

When some or all of the economic benefits required to settle a
provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the
receivable can be measured reliably. 

Environmental remediation 
A provision for environmental remediation is recognised in
accordance with the Group’s environmental policy and
applicable legal requirements. The adequacy of the provision
is reviewed annually at the balance sheet date against changed
circumstances, legislation and technology.

REVENUE 
Revenue comprises net invoiced sales to customers
excluding cash and early settlement discounts, rebates and
value-added tax. Revenue is recognised when the significant
risks and rewards of ownership have been transferred, when
delivery has been made and title has passed and when the
amount of the revenue and the related costs can be
measured reliably. 

FOREIGN CURRENCY TRANSLATIONS 
Transactions in foreign currencies are translated at the rates of
exchange ruling on the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are translated at
the rates of exchange ruling at the balance sheet date. 

Gains or losses arising on exchange differences are credited to
or charged against income. Costs associated with forward
cover contracts linked to borrowings are included in
financing costs.

The financial statements of foreign operations within the Group
are translated into South African rand as follows:
• assets, including goodwill, and liabilities at the rates of

exchange ruling at the balance sheet date
• income, expenditure and cash flow items at the

weighted average rate of exchange during the
accounting period; and

• differences arising on translation are reflected under
the foreign currency translation reserve in non-
distributable reserves. 

FINANCIAL INSTRUMENTS 
The Group uses derivative financial instruments including
currency and interest rate swaps, forward rate agreements and
forward exchange contracts to manage its exposure to foreign
exchange, interest rate and commodity price risks arising from
operational, financing and investment activities. The Group
does not hold or issue derivative financial instruments for
trading purposes. 

Financial instruments are recognised initially at fair value.
Subsequent to initial recognition these instruments are
measured as set out below. 

Investments 
Listed investments classified as financial assets at fair value
through profit or loss are carried at market value, which is
calculated by reference to securities exchange prices ruling at
the close of business on the balance sheet date. Changes in
the market value are taken to the income statement. 

Unlisted investments classified as available-for-sale financial
assets are stated at fair value. Changes in fair value are taken
directly to equity unless there is objective evidence that the asset
is impaired, in which event the impairment loss is recognised in
the income statement. Fair value, for this purpose, is a value
arrived at by using appropriate valuation techniques. 

Accounts receivable 
Accounts receivable are stated at amortised cost after
providing for impairment losses. 



Cash and cash equivalents 
Cash and cash equivalents are measured at fair value. 

Financial assets 
Financial assets are measured at fair value plus transaction
costs with changes in fair value being included in the income
statement. 

Financial liabilities 
Financial liabilities are measured at fair value plus transaction
costs with changes in fair value being included in the income
statement. 

Derivative instruments 
Derivative instruments are measured at fair value with changes
in fair value being included in the income statement, other
than derivatives designated as cash flow hedges. 

Offset 
If a legally enforceable right currently exists to set off
recognised amounts of financial assets and liabilities, which
are in determinable monetary amounts, and the Group intends
either to settle on a net basis, or realise the asset and settle the
liability simultaneously, the relevant financial assets and
liabilities are offset. 

Hedge accounting 
If a fair value hedge meets the conditions for hedge
accounting, any gain or loss on the hedged item attributable to
the hedged risk is included in the carrying amount of the
hedged item and recognised in the income statement. 

If a cash flow hedge meets the conditions for hedge
accounting, the portion of the gain or loss on the hedging
instrument that is determined to be an effective hedge is
recognised directly in equity and the ineffective portion is
recognised in the income statement. 

If an effective hedge of a forecast transaction subsequently
results in the recognition of a financial asset or a financial
liability, the associated gains or losses recognised in equity are
transferred to the income statement in the same period in
which the asset or liability affects the income statement. 

If the hedge of a forecast transaction subsequently results in
the recognition of an asset or liability, the associated gains or
losses recognised in equity are included in the initial
measurement of the cost of the asset or liability.

Hedge accounting is discontinued on a prospective basis
when the hedge no longer meets the hedge accounting
criteria, including when the hedge becomes ineffective when
the hedge instrument is sold, terminated or exercised; when
for cash flow hedges the forecast transaction is no longer
expected to occur; or when the hedge designation is revoked.
Any cumulative gain or loss on the hedging instrument for a
forecast transaction is retained in equity until the transaction
occurs, unless the transaction is no longer expected to occur,
in which case it is transferred to the income statement. 

INVESTMENT INCOME 
Interest income is accrued on a time basis by reference to the
principal outstanding and at the interest rate applicable. Dividend
income from investments is recognised when the shareholders’
right to receive payment has been established. Rental income
from investment properties is recognised in the income statement
on a straight-line basis over the term of the lease. 

BORROWING COSTS 
Borrowing costs (net of investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets) directly attributable to the
acquisition, construction or production of assets that
necessarily take a substantial period of time to get ready for
their intended use, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use. All other borrowing costs are recognised in the
income statement in the period in which they are incurred. 

All borrowing costs were recognised in the income statement
in the current and previous year. 

RESEARCH AND DEVELOPMENT 
Research costs are written off in the income statement in the year
in which they are incurred. Development costs are reviewed
on an ongoing basis and are capitalised if they can be
measured reliably, result in an asset that can be identified and it
is probable that the asset will generate future economic benefits.
Development costs are expensed in the income statement if they
do not qualify for capitalisation. If a project is abandoned during
the development stage, the total accumulated expenditure is
written off in the income statement. 



ACCOUNTING POLICIES AND DEFINITIONS continued

LEASES
Finance leases 
Leases that transfer substantially all the risks and rewards of
ownership are classified as finance leases. Assets acquired in
terms of finance leases are capitalised at the lower of fair
value and the present value of the minimum lease payments
at the inception of the lease, and depreciated over the
estimated useful life of the asset. Lease payments are
allocated using the effective interest rate method to determine
the lease finance cost, which is charged against income over
the lease period, and the capital repayment, which reduces
the finance lease liability to the lessor. 

Operating leases 
All other leases are classified as operating leases. Payments
made under operating leases are charged against income on a
straight-line basis over the period of the lease. 

EMPLOYEE BENEFITS 
Short-term employee benefits 
The cost of all short-term employee benefits is recognised in
the income statement during the period in which the employee
renders the related service.

Accruals for employee entitlements to salaries, performance
bonuses and annual leave represent the amount of the Group’s
present obligation as a result of employees’ services provided
to the balance sheet date. Accruals have been calculated at
undiscounted amounts, based on current salary rates.

Retirement benefits
The Group provides defined benefit and defined contribution
funds for the benefit of employees, the assets of which are
held in separate funds. These funds are financed by
payments from employees and the Group, taking account of
recommendations of independent actuaries. 

Defined contribution plans 
Obligations for contributions to defined contribution pension
plans are recognised in the income statement as incurred.

Defined benefit plans
The Group’s net obligation in respect of defined benefit plans
is determined using the projected unit credit method. Actuarial
valuations are conducted every three years and interim
adjustments to those valuations are made annually.

Cumulative unrecognised actuarial gains and losses that
exceed 10 per cent of the greater of the present value of the
Group’s defined benefit obligations or the fair value of plan
assets are recognised over the expected average remaining
working lives of the participating employees. Otherwise, the
actuarial gain or loss is not recognised.

The amount recognised in the balance sheet represents the
difference between the present value of the defined benefit
obligation, as adjusted for unrecognised actuarial gains and
losses and unrecognised past service costs, and the fair value
of plan assets, and is calculated separately for each plan. To
the extent that there is uncertainty as to the entitlement to a
surplus, no asset is recognised.

Post-employment medical aid benefits 
The Group provides post-employment healthcare benefits to
certain of its retirees. The present value of the post-employment
medical aid obligations is actuarially determined annually on
the projected unit credit method. Actuarial gains and losses are
recognised immediately in the income statement. 

Equity compensation benefits 
The Group has granted share options to certain employees
under a share option scheme. In respect of options granted
prior to 7 November 2002, no costs are recognised in the
income statement other than costs incurred in administering
the scheme. In respect of options granted after 7 November
2002, the fair value of the options is measured at grant date
and recognised in the income statement over the vesting
period with reference to the costs determined in accordance
with the binomial option pricing model. The Group has also
granted cash-settled share appreciation rights to certain
employees under an equity-based incentive scheme. The fair
value is measured initially at the grant date using the binomial
option pricing model and recognised in the income statement
over the vesting period with a corresponding increase in
liabilities. The liability is remeasured at each balance sheet
date and at settlement date. Any changes in the fair value of
the liability are recognised in the income statement. 

INCOME TAX 
Income tax on the profit or loss for the year comprises current
and deferred tax. Income tax is recognised in the income
statement except to the extent that it relates to items recognised
directly in equity, in which case it is recognised in equity. 



Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantially enacted at
the balance sheet date, and any adjustment to tax payable in
respect of prior years. 

DIVIDENDS 
Dividends are recognised as a liability when declared and are
included in the statement of changes in equity. Secondary tax
on companies in respect of such dividends is recognised as
a liability when the dividends are recognised as a liability and
is included in the tax charge in the income statement. 

SEGMENT REPORTING 
A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment) or in providing products or services within a
particular economic environment (geographical segment),
which is subject to risks and rewards that are different from
those of other segments.

Inter-segmental transfers are made on an arm’s length basis. 

On a primary segment basis, the Group is organised as follows: 
• mining solutions, comprising mainly the manufacture

of explosives and initiating systems used by the mining
industry

• specialty chemicals, comprising niche-orientated small
to medium-sized businesses marketing specialty
chemicals to a broad range of industries

• specialty fibres, comprising mainly the manufacture of
nylon and polyester yarns used for industrial purposes

• decorative coatings, comprising mainly the
manufacture of paint for architectural purposes; and

• property, comprising mainly the realisation of surplus
land and property assets of the Group. 

On a secondary segment basis, the geographical locations of
the Group’s activities have been identified. 

The basis of segment reporting is representative of the internal
structure used for management reporting. 

JUDGEMENTS MADE BY MANAGEMENT 
The preparation of the financial statements in conformity with
IFRS requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and
expenses. The estimates and associated assumptions are
based on historical experience and various other factors that
are believed to be reasonable under the circumstances. Actual
results may differ from these estimates. 

Certain accounting policies have been identified as involving
particularly complex or subjective judgements or assessments,
as follows: 

Deferred tax assets 
Deferred tax assets are recognised to the extent that it is
probable that taxable income will be available in future against
which they can be utilised. Future taxable profits are estimated
based on business plans which include estimates and
assumptions regarding economic growth, interest, inflation, tax
rates and competitive forces. 

Environmental remediation 
Estimating the future costs of environmental and rehabilitation
obligations is complex and requires management to make
estimates and judgements because most of the obligations will
be fulfilled in the future and contracts and laws are often not
clear regarding what is required. The resulting provisions are
influenced further by changing technologies and political,
environmental, safety, business and statutory considerations. 

Asset lives and residual values 
Property, plant and equipment are depreciated over their
useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values
are assessed annually and may vary depending on a number
of factors. In reassessing asset lives, factors such as
technological innovation, product life cycles and maintenance
programmes are taken into account. Residual value
assessments consider issues such as current market
conditions, the remaining useful life of an asset and disposal
values. 

Post-employment benefit obligations 
Post-employment defined benefits are provided for certain
existing and former employees. Actuarial valuations are based
on assumptions which include employee turnover, mortality
rates, the discount rate, the expected long-term rate of return
of retirement plan assets, healthcare inflation cost and rates of
increase in compensation costs. 

SOURCES OF ESTIMATION UNCERTAINTY 
There are no key assumptions concerning the future and other
key sources of estimation uncertainty at the balance sheet date
that management have assessed as having a significant risk of
causing material adjustment to the carrying amounts of the
assets and liabilities within the next financial year.



BALANCE SHEETS
at 31 December 2006

Group Company
2006 2005 2006 2005

Notes R millions R millions R millions R millions

ASSETS 
Non-current assets 3 445 3 056 4 792 4 684 

Property, plant and equipment 1 1 965 1 723 603 540
Goodwill 2 1 019 920 959 885
Pension fund surplus 3 196 – 196 –
Investment in subsidiaries 4 2 899 2 940
Other investments 5 119 91 63 67
Deferred tax 6 146 322 72 252 

Current assets 4 350 3 559 2 338 1 739 

Inventory 7 1 733 1 372 1 038 835
Accounts receivable 8 2 242 1 778 1 211 872
Cash and cash equivalents 375 409 89 32 

Total assets 7 795 6 615 7 130 6 423 

EQUITY AND LIABILITIES
Ordinary capital and reserves 3 595 2 857 3 086 2 653 

Issued capital 9 453 453 463 463
Non-distributable reserves 294 275 214 210
Retained earnings 2 848 2 129 2 409 1 980

Preference capital 9 6 6 6 6 

Shareholders’ equity 3 601 2 863 3 092 2 659 
Minority interest 126 77

Total equity 3 727 2 940 3 092 2 659 
Non-current liabilities 942 1 132 1 826 2 062 

Deferred tax 6 35 31 – –
Loans from subsidiaries 4 1 328 1 397
Borrowings 10 518 559 185 204
Provisions 11 389 542 313 461 

Current liabilities 3 126 2 543 2 212 1 702 

Accounts payable 12 2 230 1 777 1 362 1 077
Borrowings 13 797 648 849 620
Tax payable 99 118 1 5 

Total liabilities 4 068 3 675 4 038 3 764

Total equity and liabilities 7 795 6 615 7 130 6 423



INCOME STATEMENTS
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

Notes R millions R millions R millions R millions

REVENUE 10 212 8 768 5 464 4 384
Net operating costs 14 (9 110) (7 881) (5 029) (4 240)

Profit from operations 1 102 887 435 144
Creation of pension fund employer surplus account 3 196 – 196 –
Release of provision for post-employment 
medical aid benefits 11 131 – 103 –

1 429 887 734 144
Fair value adjustments on derivative instruments 15 11 – 11 –
Financing costs 15 (150) (120) (144) (102)
Interest received 15 36 30 142 151
Investment income 16 5 4 99 173
Share of profit of associated company 5 2 1

1 333 802 842 366
Transitional provision for post-employment 
medical aid benefits 11 – (20) – (20)
Impairment of goodwill 2 (6) (10) (2) (22)
Exceptional items 17 (21) (27) (6) (22)

Profit before tax 1 306 745 834 302
Tax 18 (353) (225) (187) (49)

Profit for the year 953 520 647 253

Attributable to: 
Ordinary shareholders 916 486 645 251
Preference shareholders 2 2 2 2
Minority interest 35 32

953 520 647 253

Per ordinary share (cents)
– Attributable earnings 19 829 442
– Diluted attributable earnings 19 819 434
– Headline earnings 19 853 482
– Diluted headline earnings 19 842 473

– Ordinary dividends paid 20 185 148

– Ordinary dividends declared after the 
balance sheet date 20 141 121



Cash generated by operations i 1 385 1 165 632 327
Dividends received 7 4 99 173
Financing costs (150) (120) (144) (102)
Interest received 36 30 142 151
Taxes paid ii (202) (129) (14) (4)
Changes in working capital iii (265) (295) (189) (205)
Expenditure relating to non-current provisions (130) (33) (130) (24)
Expenditure relating to restructuring (13) (9) (4) (9)

Cash available from operating activities 668 613 392 307
Dividends paid iv (206) (167) (225) (180)

Cash flows from operating activities 462 446 167 127
Cash flows from investing activities (612) (530) (320) (273)

Net replacement of property, plant and equipment 
to maintain operations (177) (104) (73) (27)

Replacement of property, plant and equipment (194) (116) (77) (32)
Proceeds from disposal of property, plant and equipment 17 12 4 5

Investments to expand operations (438) (453) (267) (253)

Acquisition of – property, plant and equipment (239) (235) (78) (60)
– investments (13) (14) – –
– subsidiaries (55) (113) (5) (2)
– businesses (131) (91) (126) (1 347)

Net loans with subsidiaries (58) 1 156

Proceeds from disposal of investments and businesses 3 27 20 7

Proceeds from disposal of – subsidiaries – 11 – –
– businesses – 7 20 7
– listed investments 3 9 – –

Net cash utilised (150) (84) (153) (146)
Share options hedge premium paid – (120) – (120)

Non-current borrowings – raised 212 12 199 6
– repaid (349) (79) (318) (51)

Movement in current borrowings 236 279 329 280
Proceeds from ordinary shares issued – 8 – 8

Cash flows from financing activities 99 220 210 243

(Decrease)/increase in cash and cash equivalents (51) 16 57 (23)
Cash and cash equivalents at the beginning of the year 409 380 32 55
Translation gain on cash and cash equivalents 17 13 – –

Cash and cash equivalents at the end of the year 375 409 89 32

CASH FLOW STATEMENTS
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

Notes R millions R millions R millions R millions



NOTES TO THE CASH FLOW STATEMENTS
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

I. CASH GENERATED BY OPERATIONS
Profit from operations 1 102 887 435 144 
Adjusted for non-cash movements:
Depreciation 223 212 98 97 
Impairment of investments – – 36 5
Non-current provisions 85 84 62 79 
(Surplus)/loss on disposal of property, plant and equipment (8) 1 (2) 2 
Surplus on disposal of listed investments (3) (2) – –
Change in fair value of investments (17) (15) – –
Other 3 (2) 3 –

1 385 1 165 632 327 

II. TAXES PAID
Owing at the beginning of the year 118 81 5 20 
Current charge for the year 177 159 10 (11)
Changes in the Group 6 7 – –
Owing at the end of the year 99 118 1 5 

202 129 14 4 

III. CHANGES IN WORKING CAPITAL
Increase in inventory (361) (212) (203) (455)
Increase in accounts receivable (464) (358) (339) (479)
Increase in accounts payable 476 126 308 409 

(349) (444) (234) (525)
Translation differences 10 (8) 11 8 
Changes in the Group 74 157 34 312 

(265) (295) (189) (205)

IV. DIVIDENDS PAID
Paid during the year 206 165 225 180 
Paid to minority shareholders – 2 

206 167 225 180 

V.  CHANGES IN THE GROUP
Property, plant and equipment 35 (53) 9 163 
Investments – (2) – 7 
Working capital 74 157 34 312 
Non-current provision – – – (34)
Deferred and current tax (6) (7) – (9)
Borrowings (9) (1) (13) –
Minority interest (13) (12) – –
Net surplus on disposal of investments and businesses – (4) – –
Goodwill 105 108 76 903 

Net purchase price (see note 28) 186 186 106 1 342 



STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2006

Surplus
Ordinary Total arising on

share Share ordinary revaluation
R millions capital premium capital of property

Group
Balance at 1 January 2005 109 336 445 288 
Changes in the Group
Foreign currency loan translation differences
Deferred tax on foreign currency loan translation differences
Transfers to retained earnings (20)
Foreign operation translation differences
Profit for the year
Dividends paid
Share options hedge premium
Deferred tax on share options hedge premium
Shares issued during the year 1 7 8 

Balance at 31 December 2005 110 343 453 268 
Changes in the Group
Foreign currency loan translation differences
Deferred tax on foreign currency loan translation differences
Transfers to retained earnings (7)
Foreign operation translation differences
Cash flow hedge fair value adjustments
Deferred tax on fair value adjustments
Recognition of share-based payments
Profit for the year
Dividends paid

Balance at 31 December 2006 110 343 453 261 

Company
Balance at 1 January 2005 119 336 455 270 
Foreign currency loan translation differences
Deferred tax on foreign currency loan translation differences
Transfers to retained earnings (20)
Profit for the year
Dividends paid 
Share options hedge premium
Deferred tax on share options hedge premium
Shares issued during the year 1 7 8 

Balance at 31 December 2005 120 343 463 250 
Foreign currency loan translation differences
Deferred tax on foreign currency loan translation differences
Transfers to retained earnings (7)
Recognition of share-based payments
Profit for the year
Dividends paid 

Balance at 31 December 2006 120 343 463 243 



Foreign
currency Other non- Total non- Preference

translation distributable distributable Retained Minority share Total
reserve reserves reserves earnings Total interest capital equity

( 3) 3 288 1 872 2 605 35 6 2 646 
– –  12 12 

18 18 18 18 
(5) (5) (5) (5)

1 (19) 19 – – 
(7) (7) (7) (7)

–  486 486 32 2 520 
–  (163) (163) (2) (2) (167)
–   (120) (120) (120)
–  35 35 35 
– 8 8 

3 4 275 2 129 2 857 77 6 2 940 
14 14

22 22 22 22 
(6) (6) (6) (6)

(7) 7 – – 
1 1 1 1 

5 5 5 5 
1 1 1 1 
3 3 3 3

916 916 35 2 953 
(204) (204) (2) (206)

20 13 294 2 848 3 595 126 6 3 727 

(49) – 221 1 972 2 648 6 2 654 
13 13 13 13 
(4) (4) (4) (4)

(20) 20 – –  
251 251 2 253 

(178) (178) (2) (180)
(120) (120) (120)

35 35 35 
8 8 

(40) –   210 1 980 2 653 6 2 659
11 11 11 11 
(3) (3) (3) (3)

(7) 7 – –
3 3 3 3

645 645 2 647
(223) (223) (2) (225)

(32) 3 214 2 409 3 086 6 3 092



NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

1. PROPERTY, PLANT AND EQUIPMENT
Property
Cost or valuation 871 824 177 176 

At the beginning of the year 824 894 176 167 
Additions 37 8 1 1 
Disposals and transfers (4) (12) – (8)
Changes in the Group 13 (67) – 16 
Translation differences 1 1 – –

Less: accumulated depreciation and impairment 206 189 71 68 

At the beginning of the year 189 180 68 66 
Disposals and transfers (2) (7) – (4)
Changes in the Group – (1) – 2 
Translation differences 2 1 – –
Depreciation for the year 17 16 3 4 

Carrying amount 665 635 106 108 

Plant and equipment
Cost 3 244 2 877 1 624 1 489 

At the beginning of the year 2 877 2 553 1 489 1 085 
Additions 396 343 154 91 
Disposals and transfers (73) (47) (27) (24)
Changes in the Group 22 24 8 337 
Translation differences 22 4 – –

Less: accumulated depreciation and impairment 1 944 1 789 1 127 1 057 

At the beginning of the year 1 789 1 608 1 057 788 
Disposals and transfers (66) (39) (25) (21)
Changes in the Group – 11 – 188 
Translation differences 10 4 – –
Impairment during the year 5 9 – 9 
Depreciation for the year 206 196 95 93 

Carrying amount 1 300 1 088 497 432 

Total carrying amount 1 965 1 723 603 540 

Cost of assets which are fully depreciated 771 784 518 582 

Cost or valuation of land included in property 435 441 58 58 

Investment property included in property
– Cost 120 120 120 120 
– Fair value 422 290 422 290 

Insured value of property, plant and equipment 8 421 7 824 5 991 5 147 

Registers containing details of the properties of the Company and its subsidiaries and joint ventures are available for
inspection at the registered offices of the companies.



Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

2. GOODWILL
Gross amount 1 035 930 983 907 

At the beginning of the year 930 822 907 –
Additions 105 108 76 42 
Changes in the Group
– Purchase of Chemical Services businesses – – – 865 

Less: accumulated impairment losses 16 10 24 22 

At the beginning of the year 10 – 22 –
Impairment charge for the year 6 10 2 22 

Carrying amount 1 019 920 959 885 

3. PENSION FUND SURPLUS
At the beginning of the year – – – –
Employer surplus account created by the 
AECI Pension Fund 750 – 750 –
Utilised during the year
– Creation of medical aid contribution 

payment account in the AECI Pension Fund (407) – (407)
– Settlement of contribution shortfalls (164) – (164) –
Pro rata share of investment returns earned 
by the AECI Pension Fund 17 – 17 –

At the end of the year 196 – 196 –

Following the creation of the employer surplus account by the AECI
Pension Fund on 1 October 2006 (see note 26), the Company has
recognised a portion of the actuarial surplus of the AECI Pension
Fund as an asset to the extent of the employer surplus account
balance. In accordance with the provisions of the Pension Funds
Act, the Company has allocated portion of the employer surplus
account to create a medical aid contribution payment account in
the AECI Pension Fund to fund a portion of the Company’s
obligation to provide post-employment medical aid benefits to its
retired employees. The Company has also utilised a portion of the
employer surplus account to settle contribution shortfalls, as
calculated by the AECI Pension Fund’s actuary, being the difference
between the employer contribution rate required to fund the
benefits provided by the AECI Pension Fund and the contribution
rate actually payable.



NOTES TO THE FINANCIAL STATEMENTS continued
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

4. INVESTMENT IN SUBSIDIARIES (see appendix 3)
Unlisted shares 936 932 

– At cost 981 976 
– Less: impairment losses (45) (44)

Loans to subsidiaries 1 963 2 008 

– Amounts owing 2 095 2 105 
– Less: impairment losses (132) (97)

Investment in subsidiaries 2 899 2 940 
Loans from subsidiaries (1 328) (1 397)

Net investment in subsidiaries 1 571 1 543 

5. OTHER INVESTMENTS
Associated company
Dussek Campbell (Pty) Limited
– Unlisted shares at fair value * * – –
– Indebtedness (2) (3) – –
Post-acquisition retained income 4 4 

Balance at the beginning of the year 4 3 
Dividend received (2) –
Current year’s share of retained income 2 1 

Total investment in associated company 2 1 – –

Joint ventures
(see appendix 2) 43 46 

Unlisted shares at cost 28 28
Loans to joint ventures 15 18

Investments at fair value through profit and loss
Listed investments at market value 81 59 – –

Available-for-sale investments
Unlisted investments at fair value 36 31 20 21 

Shares
– Botswana Ash (Pty) Limited 15 16 15 16 
– Other 5 – 2 –
Indebtedness of unlisted investments 16 15 3 5 

Total other investments 117 90 63 67 

Total investments 119 91 63 67 

* Nominal amount



Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

6. DEFERRED TAX
At the beginning of the year (291) (327) (252) (289)
Transfer from net profit 
– normal activities 178 62 178 57 
– exceptional items (1) (7) (1) (6)
– change in tax rate – 11 – 9 
Transferred directly (to)/from equity 

– foreign currency loan translation 4 5 3 4 
– fair value adjustments (1) – – –
– share option hedge premium – (35) – (35)

Changes in the Group – – – 8 

At the end of the year (111) (291) (72) (252)

Analysis by major temporary differences:
Property, plant and equipment 126 97 69 58 
Provisions (226) (276) (166) (214)
Share options hedge premium (21) (35) (21) (35)
Pension fund surplus 57 – 57 –
Deferred foreign exchange differences (10) (14) (13) (16)
Computed tax losses (54) (79) – (44)
Fair value adjustments 14 9 – –
Other 3 7 2 (1)

(111) (291) (72) (252)

Comprising:
Deferred tax assets (146) (322) (72) (252)
Deferred tax liabilities 35 31 – –

(111) (291) (72) (252)

7. INVENTORY
Raw and packing materials 572 487 300 272 
Products and intermediates 1 101 836 700 534 
Merchandise 15 10 – –
Spares and stores 44 37 38 29 
Property developments 1 2 – –

1 733 1 372 1 038 835 

8. ACCOUNTS RECEIVABLE
Trade 1 957 1 593 1 087 809 
Other 285 185 124 63 

2 242 1 778 1 211 872 



NOTES TO THE FINANCIAL STATEMENTS continued
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

9. CAPITAL
Share capital and share premium
Ordinary shares
Authorised
180 000 000 shares of R1 each 180 180 180 180 

Issued
At the beginning of the year
Group: 110 431 458 shares (2005 – 109 412 418) 110 109 
Company: 120 742 578 shares (2005 – 119 723 538) 120 119 

Issued during the year
Group: nil (2005 – 1 019 040) – 1 
Company: nil (2005 – 1 019 040) – 1 

At the end of the year
Group: 110 431 458 shares (2005 – 110 431 458) 110 110 
Company: 120 742 578 shares (2005 – 120 742 578) 120 120 
Share premium less share issue expenses 343 343 343 343 

At the beginning of the year 343 336 343 336 
Shares issued during the year – 7 – 7 

453 453 463 463 

Treasury shares held by a subsidiary company 10 10 
Unissued shares under the control of the directors:
– Shares reserved to meet the requirements of the
Company’s share option scheme (see note 26) 2 3 2 3 

The Company has purchased call options over AECI ordinary 
shares which will obviate the need for the Company to issue  
new shares in terms of the AECI share option scheme.

Preference shares
Authorised and issued
3 000 000 5.5 per cent cumulative shares of R2 each 6 6 6 6 

In terms of the Company’s articles of association, all payments of dividends on the preference shares and all payments to
be made in respect of the preference shares in the event of liquidation shall be made in pound sterling and calculated as
though the shares were one pound sterling. The capital repayment to preference shareholders in the event of liquidation is
limited to 3 150 000 pound sterling (1.05 pound sterling per share).

10. NON-CURRENT BORROWINGS (see appendix 1)
Unsecured 737 764 403 421 
Secured 37 146 5 106 

774 910 408 527 
Current portion (see note 13) 256 351 223 323 

518 559 185 204 



Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

11. NON-CURRENT PROVISIONS
At the beginning of the year 542 490 461 371 
Expenditure incurred during the year (130) (33) (130) (24)
Charged to the income statement during the year
– Net operating costs 85 84 62 79 
– Transitional provision for post-employment medical aid benefits – 20 – 20 
Liability assumed by the AECI Pension Fund (131) – (103) –
Transferred from/(to) accounts payable 23 (19) 23 (19)
Changes in the Group – – – 34 

At the end of the year 389 542 313 461 

Made up as follows:
Environmental remediation 114 161 113 161 
Post-employment medical aid benefits 340 469 265 388 

Actuarial valuation of obligations (see note 26) 767 469 598 388 
Plan assets to meet post-employment medical aid 
contribution liability (427) – (333) –

Current portion included in accounts payable (see note 12) (65) (88) (65) (88)

389 542 313 461 

12. ACCOUNTS PAYABLE
Trade 1 471 1 080 921 682 
Other 694 609 376 307 

2 165 1 689 1 297 989 
Current portion of non-current provisions (see note 11) 65 88 65 88 

2 230 1 777 1 362 1 077 

13. CURRENT BORROWINGS 
Current portion of non-current borrowings (see note 10) 256 351 223 323 
Other 541 297 626 297 

797 648 849 620



NOTES TO THE FINANCIAL STATEMENTS continued
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

14. NET OPERATING COSTS
Cost of sales 6 941 5 789 3 678 2 913 
Selling and distribution expenses 1 418 1 284 989 903 
Administrative expenses 751 808 362 424 

Net operating costs 9 110 7 881 5 029 4 240 

Net operating costs have been arrived at after 
taking into account:
Auditors’ remuneration 14 13 6 6 

– Audit fees 13 12 6 6 
– Other services 1 1 * * 

Change in fair value of investments (17) (15) – –
Depreciation of property, plant and equipment 223 212 98 97 

– Buildings 17 16 3 4 
– Plant and equipment 206 196 95 93 

Foreign exchange gains (141) (109) (54) (45)

– Realised (90) (45) (31) (16)
– Unrealised (51) (64) (23) (29)

Foreign exchange losses 133 97 57 39 

– Realised 88 33 37 13 
– Unrealised 45 64 20 26 

Inventory 24 12 22 19 

– Losses and write-downs 40 19 27 19 
– Reversal of losses and write-downs (16) (7) (5) * 

Impairment of investments – – 36 5 
Increase in non-current provisions 85 84 62 79 

– Environmental remediation 82 38 81 38 
– Post-employment medical aid benefits 3 46 (19) 41 

Operating lease costs 85 55 50 29 
Research and development expenditure 7 10 4 5 
Surplus on disposal of listed investments (3) (2) – –
(Surplus)/loss on disposal of property, plant and equipment (8) 1 (2) 2 

– Property (3) 4 * 4 
– Plant and equipment (5) (3) (2) (2)

Salaries and other staff costs 1 538 1 375 687 635 
Technical fees paid 10 9 * * 

* Nominal amount



Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

15. NET FINANCING COSTS
Interest paid (150) (120) (144) (102)

Non-current borrowings (83) (82) (47) (45)
Current borrowings (67) (38) (97) (57)

Interest received 36 30 142 151 
Fair value adjustments on derivative instruments 11 – 11 –

(103) (90) 9 49 

16. INVESTMENT INCOME
Dividends from investments 5 4 2 2 

– Listed 3 2 – –
– Unlisted 2 2 2 2 

Dividends from unlisted South African subsidiaries 97 171 

5 4 99 173 

Aggregate income from subsidiaries and joint ventures
Dividends 97 171 
Net interest received 84 109 
Secretarial and administrative fees 10 10 

191 290 

17. EXCEPTIONAL ITEMS
Costs related to restructuring (9) (17) (1) (13)

– Impairment of property, plant and equipment (5) (2) – –
– Retrenchment costs (3) (14) (1) (12)
– Other (1) (1) – (1)

Net surplus on disposal of investments and businesses – 5 – 6 
Impairment of investments, property, plant and equipment (2) (10) (2) (10)
Closure of joint venture business (7) – – –
Other (3) (5) (3) (5)

Exceptional items before tax (21) (27) (6) (22)
Deferred tax effect 1 7 1 6 

Net exceptional items (20) (20) (5) (16)



NOTES TO THE FINANCIAL STATEMENTS continued
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

18. TAX
Current tax (157) (156) (10) –

South African normal tax (134) (140) (1) –
Foreign taxes (4) * * * 
Secondary tax on companies (19) (16) (9) –

Deferred tax (191) (81) (184) (57)

Temporary differences (192) (77) (185) (54)
Change in tax rate – (11) – (9)
Exceptional items 1 7 1 6 

(348) (237) (194) (57)
Adjustment for prior years (5) 12 7 8 

South African normal tax (20) (3) – 11 
Deferred tax 15 15 7 (3)

(353) (225) (187) (49)

Analysis of deferred tax charge by major temporary differences:
Property, plant and equipment (25) 3 (11) 10 
Provisions (45) 25 (51) 39 
Share options hedge premium (14) – (14) –
Pension fund surplus (57) – (57) –
Deferred foreign exchange differences – (2) – (1)
Computed tax losses (47) (96) (50) (89)
Fair value adjustments (5) (4) – –
Change in tax rate – (11) – (9)
Other 2 4 (1) (7)

(191) (81) (184) (57)
Prior year adjustment 15 15 7 (3)

(176) (66) (177) (60)

Computed tax losses
Utilised to reduce deferred tax liabilities or 
create deferred tax assets 185 276 – 156 
Losses on which no deferred tax assets were raised because 
of uncertainty regarding their utilisation 164 184 – –

349 460 – 156 

% % % % 
Reconciliation of tax rate computed in relation to profit before tax
Effective rate 27.0 30.2 22.4 16.3 
Capital and non-taxable receipts 6.9 2.8 12.3 17.2 
Expenses not allowable (0.9) (2.3) (1.9) (3.9)
Secondary tax on companies (1.7) (1.2) (1.1) 2.7 
Adjustment for prior years (0.4) 0.5 0.9 (0.1)
Change in tax rate – (1.4) – (3.1)
Other (1.9) 0.4 (3.6) (0.1)

South African standard rate 29.0 29.0 29.0 29.0 

* Nominal amount



Group
2006 2005

R millions R millions

19. EARNINGS PER SHARE
Headline earnings are derived from:
Profit attributable to ordinary shareholders 916 486 
Impairment of goodwill 6 10 
Transitional provision for post-employment medical aid benefits – 20 
Exceptional items before tax (see note 17) 21 27 
Tax effects of the above items (1) (13)

Headline earnings 942 530 

Group
2006 2005

Earnings per ordinary share (cents)
– Attributable 829 442 
– Headline 853 482 

Weighted average number of ordinary shares in issue 120 742 578 120 292 828 
Deduct: treasury shares held 10 311 120 10 311 120 

110 431 458 109 981 708 

Attributable and headline earnings per share have been calculated on the profit for the financial year as shown above and
on the weighted average number of ordinary shares in issue of 110 431 458, net of treasury shares (2005 – 109 981 708).

Group
2006 2005

Diluted earnings per ordinary share (cents)
– Attributable 819 434 
– Headline 842 473 

At 31 December 2006, there were 1 896 080 (2005 – 2 849 040) options outstanding under the employees’ share option
scheme. Taking these share options into account, diluted earnings per ordinary share and diluted headline earnings per
ordinary share have been calculated on the profit for the financial year as shown above and on a weighted average number
of shares of 111 833 243 (2005 – 112 035 198). The average share price of AECI Limited since the beginning of the
financial year, used in the determination of potentially dilutive ordinary shares, is R58.38 (2005 – R45.77) compared with
an average exercise price on the outstanding options of R15.22 (2005 – R12.78).

Group
2006 2005

Reconciliation of the weighted average number of ordinary 
shares for diluted earnings per share:
Weighted average number of ordinary shares 110 431 458 109 981 708 
Number of options available for future exercise 1 896 080 2 849 040 
Number of shares that would be issued at fair value (494 295) (795 550)

Weighted average number of ordinary shares for diluted earnings per share calculation 111 833 243 112 035 198 

The diluted earnings per ordinary share have been shown in accordance with the provisions of IAS33 (Earnings per share).
The Company has purchased call options over AECI ordinary shares which will obviate the need for the Company to issue
new shares in terms of the AECI share option scheme. In practice, therefore, there will be no future dilution of earnings from
this source.



NOTES TO THE FINANCIAL STATEMENTS continued
for the year ended 31 December 2006

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

20. DIVIDENDS
Ordinary

Final for previous year: No. 144 of 121 cents
(2005 – 94 cents) paid 24 April 2006 134 103 146 113 

Interim for current year: No. 145 of 64 cents
(2005 – 54 cents) paid 18 September 2006 70 60 77 65 

Total ordinary dividend paid 185 cents (2005 – 148 cents) 204 163 223 178

Preference
Nos. 136 and 137 paid 15 June 2006 and 
15 December 2006 respectively 2 2 2 2 

206 165 225 180 

Proposed final dividend for the year ended 
31 December 2006 of 141 cents (2005 – 121 cents) 
per share payable on 23 April 2007 156 134 170 146 

Secondary tax on companies thereon 19 17 21 18 

21. BORROWINGS AND CONTINGENT LIABILITIES
Borrowings 1 315 1 207 1 034 824 

Non-current (see note 10) 518 559 185 204 
Current (see note 13) 797 648 849 620 

Contingent liabilities 85 80 – –

Dispute with SA Revenue Service in 
respect of various tax matters
– property realisation companies 67 63 – –
– other 18 17 – –

Guarantees * 36 201 209 373 

1 436 1 488 1 243 1 197 

22. COMMITMENTS
Capital commitments authorised 650 97 146 14 

Contracted for 91 23 1 1 
Not contracted for 559 74 145 13 

The expenditure will be financed from funds on hand and 
internally generated, supplemented by borrowings against 
facilities available to the Group

The above includes the Group’s share of capital commitments 
of joint ventures

Future rentals on property, plant and equipment leased 290 235 183 142 

Payable within one year 65 47 36 28 
Payable between one and five years 167 127 112 84 
Payable thereafter 58 61 35 30 

940 332 329 156 

* Company – inclusive of guarantee as described in appendix 1



23. FINANCIAL INSTRUMENTS
The Group finances its operations by a mixture of retained profits, short-term borrowings, long-term borrowings and financial
instruments such as trade bills denominated in both rand and foreign currencies. The Group also enters into derivative
transactions in order to manage the currency and interest rate risk arising from its operations.

The Group raises long- and short-term borrowings centrally and on-lends to its operating units at market-related interest
rates. The Group borrows in both the local and international debt markets in rand and foreign currencies, mainly at floating
rates of interest. It uses derivatives where appropriate to generate the desired effective currency and interest rate profile.
The derivatives used for this purpose are principally forward foreign currency contracts, cross-currency swaps, forward rate
agreements, interest rate swaps and interest rate caps and floors.

The Group does not write interest rate or currency options and only purchases currency options where these are considered
to offer a cost-effective alternative to forward foreign exchange contracts. It is Group policy that no financial instruments are
purchased or sold unless they relate to underlying commercial transactions.

The main risks arising in the normal course of business from the Group’s financial instruments are currency, interest rate,
liquidity and credit risk.

(a) Currency risk
The Group’s non-South African operations are relatively small in relation to its total operations. Where possible, foreign
entities match their assets and liabilities in the same currency to avoid unnecessary currency exposures. However, forward
currency markets do not exist in some of the territories in which the Group operates.

Currency risk arises as a result of transactions in a currency other than rand. The currencies giving rise to currency risk are
mainly US dollar, Japanese yen, euro and pound sterling. Currency exposures are managed using appropriate exposure
management techniques. At least 90 per cent of borrowings in foreign currencies are hedged at all times.

The Board of directors of each operating unit is tasked with managing the foreign currency exposures arising within its own
unit in consultation with the central treasury function. All material purchases and sales in foreign currencies are transacted
through the central treasury.

Group Group
Foreign amount Rand amount

Foreign 2006 2005 2006 2005
currency millions millions millions millions

Transactions in foreign currencies
Forward exchange contracts at 
31 December 2006, relating to specific 
balance sheet items

Accounts receivable 207 201

US dollar 24 26 173 172
Euro 2 3 23 21
Pound sterling 1 1 11 8

Accounts payable 361 252

US dollar 35 25 249 166
Euro 6 5 56 39
Pound sterling 2 3 31 30
Swiss franc 4 3 22 15
Japanese yen 57 36 3 2

Non-current borrowings 175 –

US dollar 25 – 175 –
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Group Company
Foreign 2006 2005 2006 2005

currency R millions R millions R millions R millions

23. FINANCIAL INSTRUMENTS (continued)
Transactions in foreign currencies 
(continued)

Imports 58 81

US dollar 5 5 33 35
Euro 2 4 21 28
Pound sterling – 2 – 18
Swiss franc 1 – 4 –
Japanese yen – 8 – –

Exports 35 27

US dollar 5 4 35 27

(b) Interest rate risk
The Group borrows extensively in both local and offshore markets to minimise its borrowing costs in rand terms.

Exposure to interest rate risk on borrowings and receivables is managed on a proactive basis. Depending on market
conditions, the Group makes appropriate use of forward rate agreements, interest rate swaps and interest rate caps and
floors to generate the desired interest rate profile and to manage exposure to interest rate fluctuations. No target levels of
exposure are maintained.

Forward exchange contracts at
31 December 2006, not relating
to specific balance sheet items
but which were entered into to
cover firm import and export
commitments not yet due



The interest rate risk profile of financial liabilities of the Group, at 31 December 2006, was:

Floating rate Fixed rate
Total financial liabilities financial liabilities

2006 2005 2006 2005 2006 2005
Currency R millions R millions R millions R millions R millions R millions

Rand
– Current 772 483 770 469 2 14
– Non-current 334 559 310 555 24 4

Other
– Current 25 165 25 165 – –
– Non-current 184 – 179 – 5 –

Total 1 315 1 207 1 284 1 189 31 18

Fixed rate Weighted average Weighted average period
financial liabilities interest rate for which rate is fixed
2006 2005 2006 2005 2006 2005

R millions R millions % % Months Months

Rand
– Current 2 14 16.7 6.0 12.0 12.0
– Non-current 24 4 15.8 9.5 47.0 57.2

Other
– Non-current 5 – 6.6 – 22.0 –

31 18 14.0 6.7 55.7 17.6

The fair value adjustments on interest rate swap contracts were a gain of R11 million in 2006 and R nil in 2005.
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23. FINANCIAL INSTRUMENTS (continued)
(c) Maturity profile of financial instruments at 31 December 2006

Within 1 year 1 to 2 years 2 to 3 years
2006 2005 2006 2005 2006 2005

R millions R millions R millions R millions R millions R millions

Financial assets
Accounts receivable 2 242 1 778 – – – –
Pension fund surplus – – – – – –
Investments 104 75 – – – –
Cash and cash equivalents 375 409 – – – –

Total financial assets 2 721 2 262 – – – –

Percentage profile (%) 93 99 – – – –

Financial liabilities
Interest-bearing liabilities 797 648 38 225 208 31
Accounts payable 2 165 1 689 – – – –

Total financial liabilities 2 962 2 337 38 225 208 31

Percentage profile (%) 85 80 1 8 6 1

(d) Fair values of financial assets and liabilities at 31 December 2006
The carrying amounts of cash, accounts receivable and accounts payable approximate fair value because of the short
maturity period of these instruments.

The fair value of unlisted investments is based on the directors’ valuation.

The method and assumptions for determining the fair value of other instruments are stated in the accounting policies and
definitions. The carrying values of such instruments equate to fair value.

(e) Credit risks
Credit risks arise on cash and cash equivalents, the pension fund surplus, investments and accounts receivable. The risk
on cash and cash equivalents and the pension fund surplus is managed by only investing with financially sound institutions
and by setting prudent exposure limits for each institution. The risk arising on trade receivables is managed through normal
credit policies using credit limits, continual review and exception reporting. The exposure to credit risk relating to trade
receivables is decentralised with each operating unit managing its own credit control procedures because of the Group’s
diversified customer base. Adequate provision is made for impairment losses.

At the balance sheet date, the maximum exposure to credit risk is represented by the carrying amount of each financial
asset in the balance sheet.

(f) Liquidity risks
The Group manages liquidity risk through the management of working capital and cash flows. A balance between continuity
of funding and flexibility is maintained through the use of borrowings from a range of institutions with varying debt maturities.



(g) Borrowing facilities
The Group ensures that adequate borrowing facilities are in place. The Group maintains a policy of ensuring that expected
peak cash flows over the next 12 months are comfortably exceeded by existing facilities in order to preserve operational
flexibility.

Some of the Group’s loan agreements contain financial covenants. The Group complied with all such covenants.

24. RELATED PARTY INFORMATION
The subsidiaries of the Group are identified in appendix 3, joint ventures in appendix 2 and the associated company in note
5.

All transactions and balances with these related parties have been eliminated in accordance with, and to the extent required
by, IAS27 “Consolidated and Separate Financial Statements”, IAS28 “Investments in associates” and IAS31 “Interests in
Joint Ventures”.

Dividends received from the associated company amounted to R2 million (2005 – R nil) and the loan from the associated
company amounted to R2 million (2005 – R3 million) (see note 5).

Transactions with directors are disclosed in notes 25 and 26.

3 to 4 years 4 to 5 years 5 years or more Total
2006 2005 2006 2005 2006 2005 2006 2005

R millions R millions R millions R millions R millions R millions R millions R millions

– – – – – – 2 242 1 778
– – – – 196 – 196 –
– – – – 15 16 119 91
– – – – – – 375 409

– – – – 211 16 2 932 2 278

– – – – 7 1 100 100

27 24 30 24 215 255 1 315 1 207
– – – – – – 2 165 1 689

27 24 30 24 215 255 3 480 2 896

1 1 1 1 6 9 100 100
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24. RELATED PARTY INFORMATION (continued)
The transactions that took place with related parties of the Company are as follows:

Company
2006 2005

R millions R millions

Sales by the Company to
– Subsidiaries 230 175
– Joint ventures 4 2
Sales to the Company by
– Subsidiaries 45 80
Sales to/from related parties are made on terms equivalent 
to those that prevail in arm’s length transactions
Dividends received by the Company from
– Subsidiaries 97 171
– Associates 2 –
Interest received by the Company from
– Subsidiaries 116 131
– Joint ventures 1 *
Interest paid by the Company to
– Subsidiaries 33 22
Rental of premises to the Company by
– AECI Pension Fund 4 4
– Subsidiaries 14 12
Commission and administration fees paid by the Company to
– Subsidiaries 41 32
Fees received by the Company from
– Subsidiaries 10 9
Outstanding balances with related parties of the Company 
at 31 December are as follows:
Non-current amounts owing to the Company by
– Subsidiaries 2 095 2 105
– Joint ventures 15 19
Non-current amounts owing by the Company to
– Subsidiaries 1 328 1 397

25. DIRECTORS’ EMOLUMENTS AND INTERESTS
Executive directors
R thousands NC Axelson S Engelbrecht Total

2006
Basic salary 1 830 2 472 4 302
Bonus and performance-related payments 2 004 2 650 4 654
Expense allowances, medical aid and insurance contributions 271 288 559
Retirement fund contributions 321 799 1 120

Aggregate emoluments paid by the Company 4 426 6 209 10 635
Share options exercised(1) 4 685 – 4 685
Benefit unit payments by subsidiary(1) – 1 859 1 859

Aggregate emoluments 9 111 8 068 17 179

PAYE on aggregate emoluments 6 153

2005
Aggregate emoluments paid by the Company 3 084 4 384 7 468
Share options exercised(1) 6 659 – 6 659
Benefit unit payments by subsidiary(1) – 3 527 3 527

Aggregate emoluments 9 743 7 911 17 654

PAYE on aggregate emoluments 6 413

* Nominal amount



25. DIRECTORS’ EMOLUMENTS AND INTERESTS (continued)
Non-executive directors

Chairman/
Directors’ committee Additional 2006 2005

R thousands fees fees payments Total Total

CB Brayshaw 120 155 – 275 237
MJ Leeming 120 95 – 215 183
TH Nyasulu (resigned 18 November 2005) – – – – 145
LM Nyhonyha (appointed 28 June 2006) 70 – – 70 –
AE Pedder CBE 120 421 103 644 566
CML Savage (resigned 23 May 2005) – – – – 75
F Titi (appointed 23 May 2005) 120 70 – 190 60
LC van Vught 120 79 – 199 145

670 820 103 1 593 1 411

2005 660 660 91 – 1 411

2006 2005
Aggregate emoluments Total Total

R thousands

Executive directors 17 179 17 654
Non-executive directors 1 593 1 411

18 772 19 065

Interest of directors in the share capital of the Company 
The aggregate beneficial holdings of the directors of the 
Company in the issued ordinary shares of the Company 
at 31 December 2006 were as follows:

Number of shares
2006 2006 2005 2005
Direct Indirect Direct Indirect

Executive directors
NC Axelson 450 – 450 –
S Engelbrecht 4 000 – 4 000 –

4 450 – 4 450 –

Non-executive directors
MJ Leeming 2 500 2 000 2 500 2 000
LC van Vught 6 000 – 6 000 –

8 500 2 000 8 500 2 000

12 950 2 000 12 950 2 000

Notes:
1. Share options issued to directors are set out in note 26. NC Axelson exercised 75 000 options (2005 – 150 000) which generated a

benefit of R4 684 774 (2005 – R6 659 256) before tax. LC van Vught exercised 200 000 options in 2005 which generated a benefit
of R8 845 000 before tax. None of the other directors exercised any of their options in either the current or the previous year.
S Engelbrecht received R1 859 000 (2005 – R3 526 800) before tax from a subsidiary company in respect of share options and benefit
units in terms of a long-term incentive scheme.

2. There were no pensions paid to directors or past directors of the Company.
3. No compensation was paid to any director or past director for loss of office.
4. There are no service contracts with any director which have a notice period of longer than one month.
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26. EMPLOYEE BENEFITS
Retirement benefits
The Group provides retirement benefits for all its permanent employees by means of a number of independent defined
benefit pension schemes and defined contribution provident funds.

At 31 December 2006 the following funds were in existence:

Defined benefit funds Date of last statutory valuation
– AECI Pension Fund 1 March 2006
– AECI Employees Pension Fund 1 March 2004
– AECI Supplementary Pension Fund 1 March 2005
– Dulux Employees Pension Fund 1 March 2004

Defined contribution funds
– AECI Employees Provident Fund n/a
– Chemical Services Group Provident Fund n/a

Members pay a maximum contribution of 7.5 per cent of earnings, with the employer’s contribution being 9 per cent. The
Company has entered into an agreement with the AECI Pension Fund in terms of which the Company has undertaken not
to reduce its contributions below 9 per cent, nor to suspend or terminate its contributions, for a period of 10 years from
1 October 2006 in exchange for the transfer by the AECI Pension Fund of an amount of R750 million to an employer surplus
account (see note 3).

The assets of the funds are under the control of the trustees of the respective funds.

All funds are governed by the Pension Fund Act, 24 of 1956, as amended. Defined benefit funds are actuarially valued every
three years using the accrued benefit method of valuation by independent firms of consulting actuaries, while for defined
contribution funds no statutory valuations are required.

Principal actuarial assumptions at 31 December 2006 were as follows:

Group
2006 2005

% %

Discount rate 8.60 8.10
Expected return on plan assets 8.60 8.10
Future price inflation 4.80 4.30
Future salary increases 6.30 5.80
Future pension increases 4.32 3.85

The total cost recognised in the income statement of R33 million (2005 – R30 million) in respect of the defined contribution
funds represents contributions payable by the Group at the rate specified in the rules of the schemes. Amounts recognised
in the income statement in respect of the defined benefit funds were as follows:

Group
2006 2005

R millions R millions

Current service cost 61 76
Interest cost 422 378
Expected return on plan assets (603) (492)
Employer surplus account (196) –
Net actuarial loss recognised in the year 164 71

Recognised in profit from operations in respect of defined benefit funds (152) 33

Actual return on plan assets 2 309 1 700 



26. EMPLOYEE BENEFITS (continued)
Based on interim valuations by the funds’ actuaries, the funded status of the defined benefit funds at 31 December 2006
was as follows:

Group
2006 2005

R millions R millions

Fair value of scheme assets 9 651 7 558
Present actuarial value of pension fund defined benefit obligations 5 901 4 965

Pension defined benefit obligations 5 472 4 965
Medical aid defined benefit obligations 427 –
Other 2 –

3 750 2 593
Less: pension fund surplus 196 –

Net assets 3 554 2 593

Included in the fair value of scheme assets are:
Financial instruments of the Group 5 4
Property occupied by the Group 12 9

The surplus of assets over liabilities has not been recognised in the Group financial statements because 
– a substantial portion thereof is required to meet the solvency reserves determined to be necessary by the funds’ actuaries
– the Company has no legal entitlement to the surplus, either during the life of the funds or on their dissolution, beyond the

amount credited to the employer surplus account.

Post-employment medical aid benefits
The Group provides medical aid benefits for all its permanent employees, principally via the AECI Medical Aid Society.
Historically, qualifying employees were granted a subsidy on their medical aid contributions after retirement. The obligation of
the employer to continue to subsidise medical aid contributions after retirement is no longer a condition of employment for
new employees.

Principal actuarial assumptions for the post-employment medical aid benefits were as follows:

Group Company
2006 2005 2006 2005

% % % %

Annual increase in healthcare costs 6.1 5.9 6.1 5.9
Discount rate 9.0 8.5 9.0 8.5

Group Company
2006 2005 2006 2005

R millions R millions R millions R millions

Actuarial value of obligations 767 469 598 388

Provided at 31 December 767 469 598 388

The liability in respect of those employees and past employees of the Group entitled to post-employment medical aid benefits
has been provided for in terms of IAS19. Details of the provision at 31 December 2006 are disclosed in note 11. The
directors are of the opinion that the Company has no contractual obligation to increase current levels of employer
contributions to the various medical aid societies of which present and past employees are members. Subject to affordability,
the directors nonetheless intend to support reasonable increases in future employer contributions depending on
circumstances at the time. In previous years the liability has been calculated on the basis that the Company portion of
medical aid contributions paid to past employees would not be increased beyond an employee’s retirement date and
following the assumption of a substantial portion of the liability by the AECI Pension Fund, which has undertaken to pay
contributions on an escalated basis, it has now been decided to compute the liability on an escalated basis. 
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26. EMPLOYEE BENEFITS (continued)
Post-employment medical aid benefits (continued)
The effect of this change in the basis of estimating the liability is as follows:

Group Company
2006 2006

R millions R millions

Actuarial value of obligation at 31 December 2005 469 388
Adjustment to provision required at 31 December 2006 on the previous basis 3 (19)
Top-up of provision to recognise contribution inflation post-employment 295 229

Liability at 31 December 2006 767 598

Share option scheme
AECI Limited offers share options, without payment, to those employees of the Company or its subsidiary companies who
the Board of directors, in its absolute discretion, considers play a role in the management of the Company or subsidiary
companies and contribute to their growth and profitability.

Participants are entitled to exercise their options as follows:
After 2 years – up to 20 per cent of the shares
After 3 years – up to 40 per cent of the shares
After 4 years – up to 60 per cent of the shares
After 5 years – up to 100 per cent of the shares

If an option is not exercised within 10 years from the date such option was granted, it will lapse.

If a participant retires on pension, or otherwise leaves the employ of AECI Limited or one of its subsidiary companies for a
reason approved by the Board of directors, the participant shall nevertheless continue to have the same rights and
obligations under the scheme in respect of the participant’s options as if the participant had remained in the employ of the
Company or subsidiary company.

In the event that the participant ceases to be an employee otherwise than as a result of death, retirement on pension or
other reasons approved by the Board of directors, any option not yet exercised will lapse.

Details of outstanding share options at 31 December 2006 were:

Number of shares
Originally Since Since Still 

Expiry date Exercise price (rand) granted exercised lapsed outstanding

30 November 2008 4.50 4 804 000 4 231 500 130 000 442 500
31 December 2009 7.00 – 15.80 410 000 199 400 104 000 106 600
31 December 2010 11.45 – 13.78 477 000 407 000 32 000 38 000
31 December 2011 17.50 1 460 000 533 000 – 927 000
30 June 2013 23.60 413 900 31 920 – 381 980

7 564 900 5 402 820 266 000 1 896 080



26. EMPLOYEE BENEFITS (continued)
Share option scheme (continued)
Movements in the number of share options held by employees are as follows:

Number of options
2006 2005

Outstanding at the beginning of the year 2 849 040 3 971 080
Exercised during the year
– New ordinary shares issued – (1 019 040)
– Exercised against share options hedge(2) (952 960) (103 000)

Outstanding at the end of the year 1 896 080 2 849 040

Details of share options exercised during the year
Expiry date 2008 – 2013 2008 – 2013
Weighted average exercise price per share (rand) 7.93 7.72
Aggregate issue proceeds (R thousands) 7 557 8 658

Group
2006 2005

R millions R millions

Equity-settled share-based payment transactions recognised 
in the income statement 1 2

The fair value of the share options granted after 7 November 2002 is determined at grant date using the binomial option
pricing model. The value of options expected to be exercised is recognised in the income statement over the vesting period
of the options.

Included in outstanding share options are the following options granted to directors:

Number of shares
Exercise price (rand) Granted Exercised Lapsed Outstanding

NC Axelson 4.50 350 000 225 000 – 125 000
NC Axelson 23.60 46 000 – – 46 000
S Engelbrecht 4.50 50 000 – – 50 000
S Engelbrecht 17.50 40 000 – – 40 000
S Engelbrecht 23.60 67 600 – – 67 600
LC van Vught 4.50 500 000 500 000 – –

1 053 600 725 000 – 328 600

Movements in the number of share options held by directors are as follows:

Number of options
2006 2005

Outstanding at the beginning of the year 403 600 753 600
Exercised during the year
– New ordinary shares issued – (250 000)
– Exercised against share options hedge(2) (75 000) (100 000)

Outstanding at the end of the year 328 600 403 600

Notes:
1. In 2001, the Company converted its share incentive scheme (benefit units) to a share option scheme. The options expiring on

31 December 2008 were originally issued as benefit units in November 1998 at an exercise price of R10.50. The exercise price was
reduced to R4.50 in 1999 following the special dividend of R6.00 per share paid to ordinary shareholders in that year.

2. The Company has purchased call options which will be exercised instead of issuing new ordinary shares which would otherwise have
been issued when employees exercise their share options.
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26. EMPLOYEE BENEFITS (continued)
Cash-settled share-based scheme (benefit units)
AECI Limited offers benefit units, without payment, to those employees of the Company or its subsidiary companies who the
Board of directors, in its absolute discretion, considers play a role in the management of the Company or subsidiary
companies and contribute to their growth and profitability.

The terms and conditions of the benefit units scheme are identical to the share option scheme except that they are settled
in cash instead of by the issue of new ordinary shares.

The benefit units were issued for the first time in 2005.

Details of outstanding benefit units at 31 December 2006 were:

Number of units
Expiry date Date granted Exercise price Granted Exercised Lapsed Outstanding

31 March 2015 31 March 2005 R41.00 332 200 – – 332 200
31 August 2016 31 August 2006 R56.00 221 085 – – 221 085

553 285 – – 553 285

Group Group
2006 2005

R millions R millions

Cash-settled share-based payment transactions recognised in the income statement 5 2
Total carrying amount of cash-settled share-based transaction liabilities 7 2

Included in outstanding benefit units are the following units granted to directors:

Number of units
Date granted Exercise price Granted Exercised Lapsed Outstanding

NC Axelson 31 March 2005 R41.00 38 000 – – 38 000
NC Axelson 31 August 2006 R56.00 20 000 – – 20 000
S Engelbrecht 31 March 2005 R41.00 57 000 – – 57 000
S Engelbrecht 31 August 2006 R56.00 28 125 – – 28 125

143 125 – – 143 125



27. INDUSTRY SEGMENT ANALYSIS

2006 2005 2006 2005 2006 2005
R millions R millions R millions R millions R millions R millions

Business segment analysis Revenue Profit from operations Depreciation

Mining solutions 2 492 2 314 261 257 77 70
Specialty chemicals 4 729 3 826 501 412 70 66
Specialty fibres 1 780 1 619 (6) 32 60 62
Decorative coatings 774 648 70 59 11 8
Property 644 607 314 185 4 5
Group services, development 
and intergroup (207) (246) (38) (58) 1 1

10 212 8 768 1 102 887 223 212

Business segment analysis Assets Liabilities Capital expenditure

Mining solutions 1 434 1 247 415 284 183 131
Specialty chemicals 3 381 2 685 989 754 162 170
Specialty fibres 1 209 968 374 255 68 32
Decorative coatings 391 292 191 166 20 16
Property 542 578 93 78 – 2
Group services, development
and intergroup 2 23 168 240 – –

6 959 5 793 2 230 1 777 433 351

Geographical segment analysis Revenue Assets Capital expenditure

Region

Republic of South Africa 7 910 6 951 6 620 5 474 408 339
Rest of Africa 1 186 974 152 203 24 12
Europe 405 244 9 – – –
North America 191 168 128 115 1 –
South America 149 95 49 – – –
Rest of the world 371 336 1 1 – –

10 212 8 768 6 959 5 793 433 351

Assets consist of property, plant and equipment, goodwill, inventory and accounts receivable. Liabilities consist of accounts
payable.
Assets in the property segment include land revaluation of R405 million (2005 – R412 million).
The mining solutions segment contains an impairment loss of R5 million recognised against plant and equipment during the year.
Transactions between segments are at prices considered to be at arm’s length.
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28. ACQUISITIONS OF SUBSIDIARIES AND BUSINESSES
The following acquisitions, all paid for in cash, were made by the Group during the year:

Net profit after 
% tax since

shares Paid acquisition
Acquiree Date of acquisition acquired R millions R millions

Subsidiaries acquired
Resitec Industria Quimica Limited 1 May 2006 60 43 7
Dulux Zambia 2005 Limited 1 October 2005 80 5 1
Dunrose Investments 148 (Pty) Limited 1 December 2006 100 16 –

Businesses acquired
Leochem (Pty) Limited‡ 1 March 2006 96
Sent Packing (Pty) Limited 1 July 2006 19 1
EZ Bond (Pty) Limited‡ 1 September 2006 6
Noble Chemicals (Pty) Limited‡ 1 January 2006 5
Cape Town Chemicals (Pty) Limited‡ 1 March 2006 4
First Chemicals (Pty) Limited† 1

195

† Additional amount due in terms of earn-out clause.
‡ The acquirees’ profit or loss since the acquisition date cannot be determined due to the fact that the businesses acquired were merged

with existing cash-generating units in the Group.

Acquisitions during the year had the following effect on the Group’s assets and liabilities:

R millions

Acquirees’ net assets at the acquisition date

Property, plant and equipment 35
Inventory 49
Accounts receivable 47
Cash and cash equivalents 9
Current borrowings (9)
Tax payable and deferred tax (6)
Accounts payable (22)
Minority interest (13)

Net identifiable assets and liabilities 90
Goodwill on acquisition 105

Consideration paid 195
Less: cash and equivalents acquired (9)

Net cash flow 186



APPENDIX 1 NON-CURRENT BORROWINGS

Weighted closing Group Company
interest rate 2006 2005 2006 2005

% R millions R millions R millions R millions

UNSECURED
Local
Loans
1998/2012 9.00 3 3 3 3
2004/2007 10.10 200 400 200 400
2006/2008 – 8 – – –
Repaid – 12 – 12

Foreign
Loans – other 5.94 205 6 200 6

Secured
Local
Loans – other(1) 14.79 36 42 5 3
Repaid – 103 – 103

Foreign
Loans – other 23.24 1 1 – –

453 567 408 527

Minority shareholder loan to subsidiary
2004/2012(2) 9.46 321 343

774 910 408 527

(1) Secured in terms of capitalised finance lease agreements over plant and equipment having a net book value of R9 million (2005 – R15 million)
and mortgages over property having a net book value of R27 million (2005 – R27 million).

(2) Equity loan from empowerment consortium to AEL Holdco Limited. Interest and capital repayments on R201 million (2005 – R201 million)
of the loan have been guaranteed by the Company.

Summary of repayments
R millions Year Local Foreign Total

2007 234 22 256
2008 38 – 38
2009 28 180 208
2010 27 – 27
2011 26 4 30

After 2012 215 – 215

568 206 774



APPENDIX 2 SIGNIFICANT JOINT VENTURES

Effective percentage 
held by 

AECI Limited
2006 2005

Crest Chemicals (Pty) Limited 50 50
DetNet Detonadores Electronicos Limitada(1) 50 –
DetNet International Limited(2) 50 50
DetNet South Africa (Pty) Limited 50 50
Resinkem (Pty) Limited 50 50
Specialty Minerals South Africa (Pty) Limited 50 50
Unifi-SANS Technical Fibers LLC(3) 50 50

2006 2005
R millions R millions

The aggregate of proportionately consolidated amounts 
included in the consolidated results is as follows:
Balance sheets
Property, plant, equipment and investments 131 106
Current assets 192 161

Total assets 323 267

Equity 148 132
Non-current borrowings 53 38
Current liabilities 122 97

Total equity and liabilities 323 267

Income statements
Revenue 545 475
Net trading profit 68 99
Net loss (11) (1)

Cash flow statements
Cash (utilised)/generated by operations (9) 33
Net interest paid (2) –
Taxes paid (17) (9)
Changes in working capital 36 (19)

8 5
Dividends paid – (3)

Cash retained from operating activities 8 2
Cash utilised in investing activities (10) (20)

Increase in funding requirements (2) (18)

Commitments
Capital expenditure authorised 4 5
Future rentals on property, plant and equipment leased 15 17

19 22

(1) Chile 
(2) Ireland 
(3) United States of America



APPENDIX 3 PRINCIPAL SUBSIDIARIES

Issued share Effective Interest of AECI Limited#

capital shareholding Shares Net indebtedness
2006 2006 2005 2006 2005 2006 2005

Number of shares % % R millions R millions R millions R millions

Holding companies
Directly held
AECI International (Ireland) Limited (1) 1 100 100 * * * 10
AECI Treasury Holdings (Pty) Limited 100 100 100 * * 150 150
Athena Paint Investments S.A. (3) 230 000 100 100 1 * (2) *
Capex (Pty) Limited 1 000 000 100 100 * * * *
Indirectly held
African Explosives Holdings (Pty) Limited 43 311 779 75 75 – – – –
African Explosives International Limited (2) 1 307 75 75 – – – –
Athena Investments Limited S.A. (3) 24 243 800 75 75 – – – –

Insurance
Directly held
AECI Captive Insurance Company Limited 810 000 100 100 11 11 (3) (20)
Chemrisk Services (Pty) Limited 20 000 100 100 * * * *

Mining solutions
Directly held
DetNet Solutions (Pty) Limited 100 100 100 * * – 10
Expert Explosives Limited 1 000 100 100 * * * *
AEL Holdco Limited 99 800 000 75 75 75 75 1 228 1 283
Indirectly held
AEL Chemico-Mali SARL (14) 8 659 75 75 – – – –
AEL (Mauritius) Limited (13) 866 75 75 – – – –
African Explosives Limited ++ 100 75 75 – – – –
African Explosives (Botswana) Limited (4) 3 75 75 – – – –
African Explosives (Burkina Faso) Limited (16) 100 000 75 – – – – –
African Explosives (DRC) Limited (17) 10 000 75 – – – – –
African Explosives (Ghana) Limited (5) 1 000 000 75 75 – – – –
African Explosives (Nigeria) Limited (6) 352 000 75 75 – – – –
African Explosives (Tanzania) Limited (7) 26 75 75 – – – –
African Explosives (Zambia) Limited (8) 25 508 250 60 60 – – – –

Paints and allied products
Directly held
Dulux (Moçambique) Limitada (10) 100 100 80 1 1 3 4
Dulux Namibia (Pty) Limited 100 100 100 * * 4 4
Dulux (Pty) Limited + 4 100 100 * * – –
Dulux Swaziland (Pty) Limited (11) 100 000 100 100 * * 1 2
Dulux Zambia 2005 Limited (8) 100 000 80 – 5 – 3 –
Indirectly held
Dulux Botswana (Pty) Limited (4) 1 150 000 100 100 – – 2 5
Dulux Limited (9) 500 000 100 100 – – 2 2

Property
Heartland Properties (Pty) Limited 100 100 100 * * (62) 2
Other property subsidiaries 3 3 186 165

Specialty chemicals
Directly held
Chemical Services Limited 8 312 795 100 100 818 818 (929) (1 048)
Indirectly held
AECI Coatings (Pty) Limited 100 000 100 100 – – 92 92
Akulu Marchon (Pty) Limited + 410 000 100 100 – – – –
Atlas Consolidated Industries (Pty) Limited + 200 100 100 – – – –
Chemical Initiatives (Pty) Limited + 1 100 100 – – – –
Chemiphos (Pty) Limited 170 100 – – – – –
Chemserve Perlite (Pty) Limited + 800 000 100 100 – – – –
Chemserve Systems (Pty) Limited + 1 250 000 100 100 – – – –
Custom Colour (Pty) Limited 261 75 75 – – – –
ImproChem (Pty) Limited 4 000 75 75 – – – –
Industrial Oleochemical Products (Pty) Limited + 4 001 100 100 – – – –
Industrial Urethanes (Pty) Limited + 100 100 100 – – – –
Lake International Technologies (Pty) Limited + 26 790 100 100 – – – –
Metswako Chemicals (Pty) Limited (4) 740 75 75 – – – –
Pelichem (Pty) Limited 50 000 100 100 – – – –
Performance Masterbatch (Pty) Limited + 100 100 100 – – – –
Plaaskem (Pty) Limited + 400 100 100 – – – –
Plastamid (Pty) Limited 128 500 100 100 – – – –
Resitec Industria Quimica Limited (15) 2 905 200 60 – – – – –
SA Paper Chemicals (Pty) Limited + 220 443 100 100 – – – –
Senmin (Pty) Limited 1 160 000 100 100 – – – –

Specialty fibres
Directly held
SANS Fibres (Pty) Limited + 17 979 433 100 100 8 8 (15) (15)
Indirectly held
SANS Fibers Incorporated (12) 100 100 100 – – 140 116
SANS Fibres (Europe) Limited (2) 1 000 100 100 – – (3) *

Other 14 16 (162) (151)

936 932 635 611

# Cost less impairments
+ Trading as an agent on behalf of AECI Limited
++ Trading as an agent on behalf of AEL Holdco Limited
* Nominal amount

All companies are incorporated in the Republic of South Africa except for the following:
(1) Ireland (2) United Kingdom (3) Grand Duchy of Luxembourg (4) Botswana (5) Ghana (6) Nigeria
(7) Tanzania (8) Zambia (9) Malawi (10) Mozambique (11) Swaziland (12) United States of America
(13) Mauritius (14) Mali (15) Brazil (16) Burkina Faso (17) Democratic Republic of Congo
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the 83rd annual general meeting of
shareholders of AECI Limited will be held on the ground floor,
AECI Place, 24 The Woodlands, Woodlands Drive, Woodmead,
Sandton on Monday, 21 May 2007 at 09:00 for the following
purposes:

1. to receive and consider the annual financial
statements for the year ended 31 December 2006;

2. to elect directors in place of Messrs FPP Baker,
RMW Dunne, GN Edwards, S Engelbrecht and
LM Nyhonyha who are required to retire in terms of the
provisions of the articles of association but, being
eligible, offer themselves for re-election (condensed
biographies of these directors appear on pages 6 and 7
of this annual report); 

3. to consider, and resolve if deemed fit, to continue to
place the unissued shares in the capital of the Company
under the control of the directors, subject to such
limitations as are imposed by the Companies Act, 1973
and the Listings Requirements of the JSE Limited
(“JSE”) and subject further to the limitation that shares
may only be allotted and issued in terms of this authority
to the extent required to enable the Company to carry
out its obligations under the AECI share option scheme;

4. to consider, and resolve if deemed fit to adopt the
following special resolution:

SPECIAL RESOLUTION 
“That the directors of the Company be and they are hereby
authorised at their discretion to procure that the Company, or
any subsidiaries of the Company, acquire the Company’s
shares, subject to the Companies Act of 1973, as amended,
and subject to the rules and requirements of the JSE by the
purchase on the JSE of ordinary shares issued by the
Company provided that:

(i) the number of ordinary shares acquired in any one
financial year shall not exceed 5 per cent of the
ordinary shares in issue at the date on which this
resolution is passed;

(ii) this authority shall lapse on the earlier of the date of the
next annual general meeting of the Company or the
date 15 months after the date on which this resolution
is passed;

(iii) the price paid per ordinary share may not be greater
than 10 per cent above the weighted average of the
market value of the ordinary shares for the five
business days immediately preceding the date on
which a purchase is made; 

(iv) the number of shares purchased by subsidiaries of the
Company shall not exceed 5 per cent in the aggregate
of the number of issued shares in the Company at the
relevant times.”

The reason for this special resolution is to authorise the
directors, if they deem it appropriate in the interests of the
Company, to procure that the Company or subsidiaries of the
Company acquire or purchase ordinary shares issued by the
Company subject to the restrictions contained in the above
resolution.

The effect of this special resolution will be to authorise the
directors of the Company to procure that the Company or
subsidiaries of the Company acquire or purchase shares
issued by the Company on the JSE. Such purchases:

(i) may not in any financial year exceed 5 per cent of the
Company’s ordinary shares in issue at the date of
passing the above resolution;

(ii) must be effected through the order book operated by
the JSE trading system and done without any prior
understanding or arrangement between the Company
and the counter party;

(iii) may not be made at prices in excess of 10 per cent above
the weighted average of the market value of the ordinary
shares for the five days preceding the date of purchase;

(iv) must comply with the requirements of the JSE;
(v) if made by a subsidiary or subsidiaries may not

exceed 5 per cent in the aggregate of the issued
shares in the Company.

The general authority granted by this resolution will lapse on
the earlier of the date of the next annual general meeting of the
Company or the date 15 months after the date on which this
resolution was passed.

At the present time the directors have no specific intention with
regard to the utilisation of this authority which will only be used
if the circumstances are appropriate. If the authority is
exercised the ordinary shares will be purchased on the JSE.

The directors, after considering the effect of a repurchase of
up to 5 per cent of the Company’s issued ordinary shares, are
of the opinion that if such repurchase is implemented:

(i) the Company and its subsidiaries will be able to pay their
debts in the ordinary course of business for a period of
12 months after the date of this notice;



NOTICE OF ANNUAL GENERAL MEETING continued

(ii) recognised and measured in accordance with the
accounting policies used in the latest audited annual
Group financial statements, the assets of the Company
and its subsidiaries will exceed the liabilities of the
Company and its subsidiaries for a period of 12 months
after the date of this notice;

(iii) the ordinary capital and reserves of the Company and
its subsidiaries will be adequate for the purposes of the
business of the Company and its subsidiaries for the
period of 12 months after the date of this notice;

(iv) the working capital of the Company and its subsidiaries
will be adequate for the purposes of the business of the
Company and its subsidiaries for the period of
12 months after the date of this notice.

The Company will ensure that its sponsor will provide the
necessary letter on the adequacy of the working capital in
terms of the JSE Listings Requirements, prior to the
commencement of any purchase of the Company’s shares on
the open market.

In terms of the JSE Listings Requirements for  this special
resolution, the following general information is included in the
annual report which is distributed together with this notice of
annual general meeting:

(i) directors (pages 6 and 7)
(ii) major shareholders (page 2)
(iii) directors’ interest in securities (page 87)
(iv) share capital of the Company (page 74)

There have been no material changes in the financial or
trading position of the Company and its subsidiaries since
31 December 2006.

The Company is not party to any material litigation or
arbitration proceedings nor is it aware of any pending material
litigation or arbitration proceedings to which it may become a
party.

The directors whose names appear on pages 6 and 7 of the
annual report collectively and individually accept full
responsibility for the accuracy of the information given and
certify that to the best of their knowledge and belief there are
no facts that have been omitted which would make any
statement false or misleading, and that all reasonable
enquiries to ascertain such facts have been made and that the
circular (the notice of the annual general meeting) contains all
information required by law and the JSE Listings
Requirements.

VOTING AND PROXIES
On a show of hands every member present in person or
represented in terms of section 188 of the Companies Act,
1973, shall have one vote and on a poll every member present
in person or by proxy or so represented shall have one vote for
every share held by such member.

A member entitled to attend, speak and vote at the annual
general meeting is entitled to appoint a proxy or proxies to
attend, speak and vote in place of that member. A proxy need
not be a member of the Company.

Registered holders of certificated AECI shares and holders of
dematerialised AECI shares in their own name and who are
unable to attend the annual general meeting and who wish to
be represented at the meeting, must complete and return the
attached form of proxy in accordance with the instructions
contained in the form of proxy so as to be received by the share
registrars, Computershare Investor Services 2004 (Pty)
Limited, 70 Marshall Street, Johannesburg 2001 (PO Box
61051, Marshalltown, 2107) or Computershare Investor
Services plc, PO Box 82, The Pavilions, Bridgwater Road,
Bristol BS99 7NH, England, by no later than 09:00 on
Thursday, 17 May 2007.

Holders of AECI shares (whether certificated or dematerialised)
through a nominee should make timeously the necessary
arrangements with that nominee or, if applicable, their Central
Securities Depository Participant (CSDP) or broker to enable
them to attend and vote at the annual general meeting or to
enable their votes in respect of their AECI shares to be cast at
the annual general meeting by that nominee or a proxy or a
representative.

By order of the Board

EA Rea
Acting secretary

Sandton, 19 February 2007



FORM OF PROXY

AECI LIMITED
Incorporated in the Republic of South Africa
(Registration number: 1924/002590/06)
Share code: AFE ISIN code: ZAE000000220

Only for the use of registered holders of certificated ordinary shares in the Company and the holders of dematerialised ordinary
shares in the capital of the Company in “own name” form, at the annual general meeting to be held at 09:00 on Monday, 21 May
2007, on the ground floor, AECI Place, 24 The Woodlands, Woodlands Drive, Woodmead, Sandton.

Holders of ordinary shares in the Company (whether certificated or dematerialised) through a nominee must not complete this form
of proxy but should timeously inform that nominee, or, if applicable, their Central Securities Depository Participant (CSDP) or
stockbroker of their intention to attend the annual general meeting and request such nominee, CSDP or stockbroker to issue them
with the necessary authorisation to attend or provide such nominee, CSDP or stockbroker with their voting instructions should they
not wish to attend the annual general meeting in person but wish to be represented thereat. Such ordinary shareholders must not
return this form of proxy to the transfer secretaries or to the registered office of the Company.

I/We –––––––––––––––––––––––––––––––––––––––––––––––––––––––– of ––––––––––––––––––––––––––––––––––––––––––––––
(name and address in block letters) 
being a member/s of the above Company, holding –––––––––––––––––––––––––––––––––––––– shares in the Company, hereby 

appoint ––––––––––––––––––––––––––––––––––––– of ––––––––––––––––––––––––––––––––––– or, failing him/her, the chairman
of the meeting as my/our proxy to attend, speak and vote for me/us and on my/our behalf or to abstain from voting at the annual
general meeting of the Company to be held on the ground floor, AECI Place, 24 The Woodlands, Woodlands Drive, Woodmead,
Sandton, at 09:00 on Monday, 21 May 2007, and at any adjournment of that meeting as follows:

Proposed resolution For Against Abstain

1. Adoption of the annual financial statements

2. Election of directors
2.1 Mr FPP Baker
2.2 Mr RMW Dunne
2.3 Dr GN Edwards
2.4 Mr S Engelbrecht
2.5 Mr LM Nyhonhya

3. Shares under the control of the directors

4. Special: Authority for share repurchases

Insert an “X” in the relevant spaces above according to how you wish your votes to be cast. However, if you wish to cast your votes
in respect of a lesser number of ordinary shares than you own in the Company, insert the number of ordinary shares held in respect
of which you desire to vote (see note 2).

Signed at –––––––––––––––––––––––––––––––––––––––––––––––––––––––– on ––––––––––––––––––––––––––––––––––– 2007 

Signature/s –––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Assisted by (where applicable) 

Each member is entitled to appoint a proxy (who need not be a member of the Company) to attend, speak and vote in place of that
member at the annual general meeting.

Please read the notes on the reverse side of this form of proxy.



NOTES TO THE FORM OF PROXY

1. A shareholder may insert the name of a proxy of the shareholder’s choice in the space provided, with or without deleting
“the chairman of the meeting”, but any such deletion must be initialled by the shareholder. The person whose name stands
first on the form of proxy and who is present at the annual general meeting will be entitled to act as proxy to the exclusion
of those whose names follow.

2. Please insert an “X” in the relevant space according to how you wish your votes to be cast. However, if you wish to cast your
votes in respect of a lesser number of shares than you own in the Company, insert the number of shares held in respect of
which you wish to vote. Failure to comply with the above will be deemed to authorise the proxy to vote or to abstain from
voting at the annual general meeting as he/she deems fit in respect of all the shareholder’s votes exercisable at the annual
general meeting. A shareholder or his/her proxy is not obliged to use all the votes exercisable by the shareholder or by his/her
proxy, but the total of the votes cast in respect of which abstention is recorded may not exceed the total number of the votes
exercisable by the shareholder or by his/her proxy.

3. To be valid, the completed form of proxy must reach the offices of the Company’s share registrars by no later than 48 hours
prior to the annual general meeting (excluding Saturdays, Sundays and public holidays).

4. Where there are joint holders of any shares, only that holder whose name appears first in the register in respect of such
shares need sign this form of proxy.

5. The completion and lodging of this form of proxy will not preclude the relevant shareholder from attending the annual
general meeting and speaking and voting in person at the annual general meeting to the exclusion of any proxy appointed
in terms of this proxy form.

6. Any alteration to this form of proxy must be signed in full and not initialled.

7. If this form of proxy is signed under a power of attorney, then such power of attorney or a notarially certified copy thereof
must be sent with this form of proxy for noting (unless it has already been noted by the transfer secretaries).

8. A minor must be assisted by his/her parent or guardian unless the relevant documents establishing his/her legal capacity
are produced or have been registered by the transfer secretaries.

9. The chairman of the annual general meeting may accept any form of proxy which is completed other than in accordance
with these notes if he is satisfied as to the manner in which the shareholder wishes to vote.
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