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VISION

The Foord Compass vision is to be the pre-eminent investment fund and preferred investment partner.

INVESTMENT OBJECTIVE

The company’s long-term investment objective is to deliver a total portfolio return of 10% per annum

above the annual change in the South African Consumer Price Index on a rolling five-year basis,

thereby providing sustainable real returns to debenture holders and shareholders.

RISK MANAGEMENT AND INVESTMENT STYLE

Management of investment risk and an emphasis on long-term investment are key to achieving the

investment objective. This is principally accomplished through appropriate and well-researched market,

asset class and sector diversification. The company seeks to avoid negative returns over any one

year period.

INVESTMENT UNIVERSE

To achieve the investment objective while managing investment risk, the company may invest in any

asset class in any investment market in any currency. Securities may be listed or unlisted, while

exposures may be both long and short. Financial gearing may also be utilised when appropriate.

INCOME DISTRIBUTIONS AND CAPITAL

The company pays interest annually to debenture holders amounting in aggregate to ninety percent

of the annual distributable income. Their proportionate share of non-distributable capital profits also

accrues to the carrying value of the debentures.
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HIGHLIGHTS

• Five year return to debenture holders 19.9% per annum (vs investment objective 16.8% per annum)

• 2009 income yield of 12.2% on average NAAV

• Net attributable asset value 757c per debenture
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KEY FINANCIAL INFORMATION

5 year CAGR* 2009   2008   2007   2006   2005

  Annual debenture return (%) 19.9% 16.2% 6.3% 4.6% 26.9% 50.5%

  Investment objective (CPI + 10% pa) (%) 16.8% 16.3% 19.5% 19.0% 15.8% 13.6%

  Net distributable profit (Rm) 32.4% 132.5   144.1   96.9    78.4    35.9

  Interest per debenture (weighted) (cents) 2.4% 83.6   93.8   85.6    93.4    82.0

  Earnings per debenture (weighted) (cents) 2.5% 112.2   45.7   7.0   191.0   256.8

  Debenture interest distribution (Rm) 32.4% 119.3   129.8   87.2    70.6    32.3

  Carrying value of debentures (Rm) 38.9% 1 037.5   950.7   998.7    584.5    269.3

  NAAV per debenture (cum-interest) (cents) 6.3% 757.1   742.9   776.6    834.3    735.2

  Number of debentures in issue (millions) 29.9% 145.5   138.7   136.2    75.5    39.4

  * Compound annual growth rate

DEBENTURE NET ATTRIBUTABLE
ASSET VALUE

2009

Capital CPI + 10%Income



  % per annum 1 year 3 years 5 years

to 31 December 2009

  Income 12.2 11.7 13.0

  Capital 4.0 -2.8 6.9

  Total return * 16.2 8.9 19.9

  Objective (CPI + 10% p.a.) 16.3 18.3  16.8

 * Calculated with reference to monthly net attributable asset values per debenture
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CHAIRMAN’S REPORT

It is my privilege and pleasure to once again present the annual

report of the Company to our investors and other stakeholders.

In last year’s report I hoped that 2009 was not going to be a

repeat of the “worst of times” that prevailed in 2008.  Fortunately,

my hopes were realised.  The year 2009, after a negative first

quarter, proved to be a good year for most investors.  The global

economy, led by some emerging countries, recovered from the

crises of 2008 to end 2009 in a positive state, albeit supported

by record low interest rates in most major economies.

Within this macro-environment, Foord Compass debenture holders

earned a return of 16.2% for the year, which marginally missed

the stated investment objective of 16.3%, but was significantly

better than returns earned in the prior two years. The five year

return earned was 19.9% per annum against the investment

objective of 16.8% per annum.

INVESTMENT BACKGROUND

Asset prices continued to fall in the first quarter of 2009 and then

generally rose for the next three quarters.  Emerging stock markets

and certain commodities (e.g. oil and copper) were particularly

strong.  The FTSE/JSE All Share Index increased 120% in US$

terms from its low point in March.  (It had previously fallen 64%

from its high in 2007.)  These gains were recorded against a

background through the year of severe economic recession and

record low interest rates.

By way of contrast, yields on government bonds rose across the

world in 2009 and this asset class was the only one to record

negative returns.  (In 2008, bonds and cash were the only asset

classes to show positive returns.)

As predicted there were some excellent investment opportunities

in 2009, as investors’ appetite for risk returned and the pricing

for risk and return normalised.

INVESTMENT RESULTS

Under these broad investment circumstances outlined above,

how did the investment portfolio perform?

The investment portfolio earned a gross return of 20.0% in 2009. 

After expenses and capital gains tax, and allocating their 90%

share of income and capital, debenture holders earned 16.2%

for the year as shown in the table below.

to lower returns earned in 2008 (6.3%) and 2007 (4.6%).  It is

pleasing to note that the income component of the total return has

grown at 13.0% per annum for the last 5 years, while the capital

value has been preserved in real terms (6.9% p.a. versus inflation

of 6.8% p.a.).

Net distributable profit for the year decreased 8% to R132.5 million

(2008: R144.1 million) due to lower dividends received and lower

interest rates.  Realised trading profits were R3.4 million lower

than the previous year.  Operating expenditure increased 13%,

due mainly to management fees on a higher average asset base

and scrip borrowing fees incurred on the short investment positions.

The small decline in distributable income is commendable given

the following major impacts on income receipts in the course of

the year:

• Short-term interest rates declined by more than 40% in SA over

the course of 2009 and there was a lower investment in cash in

the portfolio;

• Dividends paid on the FTSE/JSE All Share Index declined 36%

from a year ago, registering the biggest annual dividend decline

on this Index in over 50 years.  This was a direct result of the

recession, as earnings declined and companies needed to reduce

debt and conserve cash;

• Dividends were unusually high in 2008 due to some significant,

once-off unbundling transactions, which did not recur in 2009.

The net result was a total interest distribution to debenture holders

of 83.6 cents (2008: 93.8 cents) per debenture (on a weighted

average basis).

The mark-to-market revaluation of investments was a positive

R43.1 million in 2009 against a negative R98.8 million in 2008. 

This significant turn-around boosted total attributable earnings per

debenture to 112.2 cents (2008: 45.7 cents).  The Net Attributable

Asset Value (NAAV) per debenture, after the final distribution

increased 4%, to 713.0 cents (2008: 685.3 cents).

Total annualised returns to debenture holders are tabulated below:

  % per annum Foord Compass Benchmark FTSE/JSE
Debentures* CPI + 10% All Share Index

  One year 16.2 16.3 32.1

  Last three years 8.9 18.3 6.5

  Last five years 19.9 16.8 20.2

  Since inception 1 Jan 2002 19.8 16.8 16.3

* Calculated with reference to monthly net attributable asset values per debenture

It may be seen that total returns to debenture holders have exceeded

the investment objective of inflation + 10% p.a. over the longer term.

This is a satisfactory outcome, especially when compared with the

total returns earned from the share market, as represented by the

FTSE/JSE All Share Index.  Since inception in 2002, an investment

in a Foord Compass debenture has yielded 19.8% per annum,

thereby outperforming the FTSE/JSE All Share Index by 3.5% per

annum.  I submit that the investment in a debenture has been more

The five year annualised return (the core long-term measure of

performance) to debenture holders is 19.9% p.a. which is ahead

of the objective, while the three year return of 8.9% p.a. lags - due



There has been a significant increase in the effective exposure

to equities, especially in the second half of the year. The short

bond position was reduced slightly, while the corporate bond

position was increased. The allocation to listed property was also

increased. Net effective cash exposure amounted to 34%

(2008: 65%) of portfolio at the year end, while actual cash holdings

exceeded 50% of portfolio (2008: 61%). The effective gearing

is 12%. The net asset value of the portfolio at year end was

R1 140 million (2008: R1 050 million).

The process of managing investment risk involves active allocation

of funds between and within asset sectors as their relative values

change in the course of the investment cycle.  The increased

allocation to equities through the course of the year was a positive

contributor to the total return.  The average high weighting to

cash, with a positive return, was also helpful.  The contribution

from bonds was a small negative, while the significant appreciation

of the rand against the US dollar (+28%) reduced the positive

dollar return on foreign assets to 5% in rand terms.

Within the asset categories, individual selection decisions

made within equities, property and corporate debt contributed

most positively to the total return.  Overall, the contribution from

selection decisions this year outweighed the contribution from

strategy decisions.

The portfolio manager has introduced corporate debt into the

asset mix over the last eighteen months.  Corporate debt consists

of loans made to corporate borrowers, as opposed to government

borrowers. These loans are generally listed on a recognised

exchange (and so are tradeable); they can be of short or long-

term duration, and carry a fixed or variable interest coupon.  Due

to the past credit crisis, yields on corporate bonds had expanded

much higher than those on government debt and, as the crisis

passed, there was some good value to be found at attractive yields

in the corporate debt market.  The portfolio manager took timeous

advantage of this opportunity and this asset class yielded a return

in excess of 30% in 2009.

We continue to hold the unlisted investments which have been

reported on previously. There were no additions to these investments

during the year.  The underlying companies continue to grow and

perform satisfactorily, producing positive returns. They represent

3% of the total portfolio at fair value.

The manager invests the portfolio in a wide variety of asset classes

and within each asset class there is also a diversity of selection. The

manager has discretion to take both long and short investment

exposures.  Details of the more material investments in the portfolio

are set out in Note 3 to the Annual Financial Statements (p18).

The fundamental investment philosophy is to effectively manage

investment risk through global diversification of asset classes and

taking a long-term view on risk and return. The long-term view is

supported by individual selection decisions and taking advantage of

shorter-term mispricing opportunities in the various markets. The capital

is invested to produce a high level of distributable income and to grow

the capital in real terms and so to meet the investment objective.

The Board reviewed the company’s investment objective and

benchmark in the course of the year.  It concluded that the measure

of SA CPI + 10% per annum remains an appropriate and achievable

target for the long term.

PROSPECTS

The short-term outlook for equity markets seems positive, as most

economies emerge from the great recession.  We expect corporate

earnings to improve, which should lead to increased dividend

payouts.  Interest rates are likely to rise and the timing of this is a

key risk for investment markets.  Given the massive size of the

global stimulus packages, which will need to be withdrawn, the risk

of a “double dip” recession has not abated.  Record budget deficits

and government debt levels will be negative for the bond markets

in the longer term.

It seems to me that the equity markets correctly forecast the global

recession which we have experienced over the last 12 months.  Are

the markets now correctly forecasting an economic recovery?  I

hope to be able to report on the answer to this question in twelve

months’ time.

The investment portfolio continues to be well-diversified across a

range of different asset classes and economies.  There is a current

emphasis on equities, but risk management and capital preservation

remain as the most important focus areas for the portfolio manager. 

We also believe that dividends do matter and look forward to a

higher contribution from this income source in the year ahead.

The aim continues to be to exceed the investment objective of a

real return of 10%.
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Domestic % Foreign % Total %

2009 2008 2009 2008 2009 2008

  Equities 53 39 24 23 77 62

  Listed Property 9 6 0 0 9 6

  Government Bonds -46 -50 0 0 -46 -50

  Corporate Debt 12 5 12 10 24 15

  Commodities 0 0 2 2 2 2

  Cash and MM 26 57 8 8 34 65

54 57 46 43 100 100

CHAIRMAN’S REPORT (continued)

stable than the average share and that this performance has been

achieved with less investment risk than the average share.  The

current income yield on a debenture is 11.5% per annum.

INVESTMENT PORTFOLIO

Management of the Company’s investment portfolio is delegated

to Foord Asset Management (Pty) Ltd which has a mandate to

achieve the investment objective (CPI + 10% p.a.).  The Board

receives regular reports from the manager with a view to assessing

performance and investment risk. The manager’s primary tool in

managing risk is effective asset allocation across all asset classes,

both locally and internationally.  The asset structure of the

investment portfolio is tabulated below:
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In closing, I would like to thank my fellow directors for their regular

attendance at meetings over the course of the year and for their

wise counsel and support.  The portfolio manager had to deal

with a tough and volatile year and we thank him for the results

achieved.  The debenture Trustee, John Levin, performed his

duties admirably and we thank him for his keen oversight and fair

judgement, as he presided over a number of changes to the

debenture Trust Deed, which were reported on last year and

approved at the annual general meeting of debenture holders in

April 2009.  Our final thanks are due to our investors for their

loyal support and encouragement.

The notices for the annual general meetings of debenture holders

and shareholders will be sent under separate cover to this report

and I look forward to welcoming investors to those meetings in

April 2010.

Mark Hodges

Chairman

Date: 29 March 2010

INVESTMENT MANAGER’S
COMMENT

The past financial year was characterised by rampant global and

local equities markets.  But looking back to January 2009, the range

of possible outcomes was as wide as it has ever been in my

recollection, with material downside risk to the portfolio. At the time

we advocated cautious positioning of the portfolio which was reflected

in its diversification.

My message last year was that we needed to be prepared for a wide

range of scenarios, including both inflationary or, while remote,

deflationary environments. It was my view that there might be

opportunities later in 2009 to increase our equity exposure and even

make use of some leverage, but that we were optimistic for above-

trend returns for debenture holders over a three year cycle.

We therefore entered the year with an emphasis on capital

protection which was warranted as asset prices fell sharply to early

March. The rest of the year proved to be a difficult and volatile one

in most investment markets. However, the focus on capital

preservation during this time meant that the portfolio missed some

upside opportunities. 

Capital preservation is a stated objective of the portfolio and has

been a cornerstone of our management of the Foord Compass

portfolio.  The graphic below which sets out the cumulative returns

on the portfolio illustrates how the portfolio held up in the weak

markets of 2002 and 2008/2009.  In 2009, the investment portfolio

returned 20.0%.  On a since-inception basis the portfolio has achieved

an annualised return of 23.2% over the past eight years compared

to the benchmark CPI+10% return of 16.8% per annum and the

FTSE/JSE All Share Index (J203T) return of 16.3% per annum.

Weak and volatile markets provide unique opportunities to invest

with a margin of safety.  Further investment into the euro denominated

corporate bonds (discussed later) and option spreads were just two

examples of how the portfolio benefited from irrational market volatility

in the past year.

While our year-end equity exposure has increased from 62% to 77%

of portfolio, we took advantage of early opportunities to take profits

on certain shares as equity markets rallied.  For much of the year

we remained tactically underweight our medium-term equity strategy. 

This was based on our view that despite share price appreciation,

global markets were still struggling with massive uncertainty which

implied a continuation of the bear market.  However, within local

equities our selection was good, with the concentrated equity

Dec
2007

Dec
2001

Dec
2002

Dec
2003

Dec
2004

Dec
2005

Dec
2006

Dec
2008

Dec
2009

CPI + 10% p.a.
FTSE/JSE All Share (total return)

Foord Compass Portfolio

The marketplace has very little patience and
a very big imagination.

Paul McCulley

CHAIRMAN’S REPORT (continued)
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INVESTMENT MANAGER’S
COMMENT  (continued)

There is a possibility that returns from all asset classes may narrow

towards single digits in the years ahead.  It is our view therefore

that portfolio returns in the next two years will be dominated by stock

selection.  Investing in shares which can produce a sustainable and

growing income stream (dividends) will be paramount to success. 

While asset allocation will continue to play an important role in

managing downside risk and contributing to total returns, the ability

of managers to find rewarding investment opportunities will be tested.

Dave Foord

Foord Asset Management

Date: 29 March 2010

component of the portfolio outperforming the market and contributing

over 11% of the total portfolio return.

The foreign asset exposure remained approximately 45% of portfolio

over the year.  The negative impact of rand strength (appreciating

significantly against major currencies, notably +28% against the US

dollar) offset the good returns achieved on the foreign asset portfolio.

It is important to understand that the foreign asset exposure does

not constitute a one directional view on the rand, nor is it a single

investment in the Foord International Trust. Within the foreign portfolio,

exposures to underlying currencies, asset classes and industries

provide unique opportunities to diversify against risks in the SA

market while also contributing to the income needs of Foord Compass.

The exposures to US dollar and euro denominated SA corporate

debt proved beneficial to the portfolio. The Anglogold bond matured

in February, yielding an appreciable return in just ten weeks. Further

investments were made into the Edcon senior notes at yields between

30% and 50% in euros.  The investments performed well, together

contributing 5% in rand terms to the total portfolio return for the year,

despite the negative effects of currency translation.

The attractiveness of the closed structure of Foord Compass becomes

clear as the fund has both the intention and ability to hold these

illiquid instruments to maturity.  The yield on these instruments will

be an important contributor to the total debenture interest distribution

until the instruments mature. The currency exposure remains

unhedged as the rand should be weaker longer term and the

depreciation will add to the total returns achieved while acting as a

diversifier against the political and economic risks associated with

the underlying investment.  

We further diversified the foreign portfolio during the year by taking

some direct exposures to certain equities outside of the Foord

International Trust.  The Foord International Trust continues to

provide a stable base for the offshore exposure, but it has become

apparent that it requires supplemental exposures which are better

suited to the investment objective and income needs of Foord

Compass.  We will report on the development of this aspect of the

portfolio in future reports.

The short RSA government bond positions which approximated 50%

of the net portfolio value during the year contributed negatively to

total return (-0.9%).  But investors should not lose sight of the carry

trade effect as some of the proceeds were invested in cash and

money market instruments which yielded above 9% while the balance

was invested in the additional euro denominated corporate bonds

acquired during the year.  The corporate debt instruments were

purchased at favourable margins and are supported by sound

fundamentals and we intend to hold these to maturity.

Looking ahead, one scenario for a continued appreciation in asset

prices involves higher global liquidity and potentially higher global

inflation.  With this in mind, the portfolio built up exposure to long

ALSI40 call options at year-end to provide upside benefit without

risk of material capital loss.  Our SA equity exposure has therefore

increased during the year, while we have reduced cash holdings.

Where all think alike,
nobody thinks very much.

Walter Lippman



DIRECTORATE

DAVE FOORD (57)
B Comm, CA(SA)
Dave is director and chief executive of Foord Asset Management (Pty) Ltd. He serves as Chief Investment

Officer and key institutional portfolio manager. As part of his responsibilities, Dave personally manages the

Foord Compass portfolio.  He also manages the flagship Foord Equity, Foord Balanced and Foord Flexible

Fund unit trust funds and has co-managed the Foord International Trust global fund for the past 13 years.

Dave serves as a director at Infiniti Insurance Limited.

CHRIS GREYLING (49)
B Comm (Hons)
Chris joined the board of Foord Compass in October 2003. He has extensive experience in the financial

services industry, ranging from banking to portfolio management. Chris was previously CEO of Foord Asset

Management (Pty) Ltd and had been Head of Fixed Interest Securities before taking on the role of Chief

Investment Officer at Sanlam Investment Management. Chris has served on the executive committees of

the South African Futures Exchange (SAFEX) and the Bond Exchange of South Africa (BESA). Chris serves

as an independent non-executive director and chairman of Foord Unit Trusts Limited.

DAVE MOIR (60)
CA(SA)
David Moir joined the Foord Compass board in 2002 as an independent director. He has been a partner

of Ernst & Young and financial director of Woolworths. David now consults to medium sized businesses

on financial matters and is non-executive director of a number of companies. He is a past chairman of the

Audit Standards Committee of the Institute of Chartered Accountants.

MARK HODGES (56)
B Comm, CA(SA), CFA
Mark has served on the board of Foord Compass since 2001. He is a director and senior portfolio manager

at Foord Asset Management (Pty) Ltd, where he manages balanced funds and equity portfolios. Mark is

also a director of Foord Unit Trusts Limited. He has previous experience at Allan Gray Limited and completed

his articles at Deloitte & Touche.

JAN VAN NIEKERK (35)
B Comm (Hons)(Maths), FIA, CFA
Jan was appointed to the board of Foord Compass Limited in April 2008 in the capacity of independent,

non-executive director. He currently serves as deputy CEO at Peregine Holdings and as Chief Investment

Officer at Citadel Investment Services Limited where he is involved in asset class research, fund manager

selection, investment strategy and portfolio management of the various Citadel funds. He started his career

at Sanlam in 1997 as part of the Investment Advisory service of Sanlam Personal Portfolios (now called

Glacier). He then worked for Gensec Asset Management from 1999 to 2000 as an investment analyst and

portfolio manager and was a member of the asset allocation and strategy team. 
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COMPLIANCE WITH THE KING
REPORT ON CORPORATE
GOVERNANCE

The King Code of Governance for South Africa 2009 (King III)

was released during the year but carries an effective date of

1 March 2010. The King II report was therefore effective for the

2009 financial year of the company. The board of directors has

historically endorsed the recommendations contained in King II.

However, given the size of the board and nature of the company’s

operations, compliance with all the recommendations of the code

has not always been possible in every reporting period. 

Mr Hodges, who is not classified as independent, chairs the board

of directors. At the reporting date, the board of directors comprises

five individuals, three of whom are independent, all classified as

non-executive. The board anticipates the appointment of additional

non-executive directors during the 2010 financial year and has

already made progress in this regard. Appointments are expected

to be finalised during the first half of the year and reported via

the normal reporting channels.

The board of directors continues to meet formally on a quarterly

basis for the purpose of reviewing the portfolio managed by

Foord Asset Management (Pty) Ltd, reviewing management

financial statements, and for policy and strategy formulation.

Additional meetings of the board may be called on an ad-hoc basis

to address specific matters.  Committees of the board meet according

to the specific requirements and the terms of reference of the committee.

Directors are remunerated by means of an agreed annual fee.

Directors are also remunerated for additional responsibilities

which include chairmanship of the board or committees of the

board and for participation on committees of the board. Attendance

at board meetings is monitored by the chairman. With the exception

of Mr Foord who was unable to attend one of the board meetings,

all directors attended each of the four board meetings held during

the 2009 financial year.

The company has appointed an independent Trustee, Mr John Levin,

to safeguard the interests of the debenture holders and to oversee

compliance with the Debenture Trust Deed. The company outsources

both the administration and investment management functions to

Foord Asset Management (Pty) Ltd, a related party. Given these

arrangements, the company employs no salaried persons.

At the reporting date, the company’s audit committee comprised

two independent directors, namely Mr Moir (Chairman) and

Mr Van Niekerk. The audit committee’s mandate includes assessing

the processes, internal controls and risk management procedures

adopted by Foord Asset Management (Pty) Ltd with regard to the

safeguarding of the company’s assets as well as the maintenance

of suitable accounting systems.  Amongst its other functions, the

audit committee annually reviews the appointment and

independence of the external auditor, Deloitte & Touche, and

determines the auditor’s remuneration.  The composition of the

audit committee will change with the effective date implementation

of the Companies Act 71 of 2008 later in the calendar year.



Value in an investment is like character in an individual. It stands
up better in adversity and overcomes that adversity more readily.

Bernard M Baruch 
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STATEMENT OF RESPONSIBILITY
BY THE BOARD OF DIRECTORS

The directors are responsible for the preparation, integrity and

fair presentation of the financial statements of Foord Compass

Limited. The financial statements presented on pages 11 to 25

have been prepared in accordance with International Financial

Reporting Standards and in the manner required by the Companies

Act of South Africa, and include amounts based on judgements

and estimates made by the directors.

The directors believe that, based on the company’s current

financial position and existing borrowing facilities, Foord Compass

Limited will be a going concern in the period to the next annual

financial statements. The directors have therefore continued to

adopt the going concern basis in preparing the financial statements.

The financial statements have been audited by the independent

auditors, Deloitte & Touche, who were given unrestricted access

to all financial records and related data, including minutes of all

meetings of shareholders, the board of directors and committees

of the board. The directors believe that all representations made

to the independent auditors during their audit are valid and

appropriate. The unmodified audit report is set out on page 10.

The directors are responsible for the company’s system of internal

control, which includes internal financial controls, designed to

provide reasonable, not absolute, assurance against material

misstatement and loss. The company maintains controls over

inter alia the safeguarding of assets and the reliability of accounting

records and other financial information.  Even an effective system

of internal control, no matter how well designed, has inherent

limitations, including the possibility of circumvention or the

overriding of controls.  An effective system of internal control,

therefore, aims to provide reasonable assurance with respect to

the reliability of financial information and in particular, financial

statement presentation.  Further, because of changes in conditions,

the effectiveness of internal controls may vary over time.

APPROVAL OF THE ANNUAL
FINANCIAL STATEMENTS

The annual financial statements set out on pages 11 to 25 were

approved by the board of directors on 29 March 2010, and are

signed on its behalf by:

MO Hodges D Foord

Chairman

CERTIFICATE BY THE COMPANY
SECRETARY

In my capacity as company secretary I hereby confirm that for

the year ended 31 December 2009, the company lodged with the

Registrar of Companies all such returns as are required of it in

terms of the Companies Act 1973, as amended, and that all such

returns are true, correct and up to date.

PE Cluer

Secretary

Foord Asset Management (Pty) Ltd

Date: 29 March 2010
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REPORT ON THE FINANCIAL STATEMENTS

We have audited the annual financial statements of Foord Compass Limited, which comprise the directors’ report, the statement of

financial position as at 31 December 2009, the statement of comprehensive income, the statement of changes in shareholders’

equity and the statement of cash flows for the year then ended, a summary of significant accounting policies and other explanatory

notes, as set out on pages 11 to 25.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The company’s 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 controls relevant to the preparation and fair presentation of 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.

AUDITOR’S 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 principles used and the reasonableness of accounting estimates made

by the directors, as well as evaluating the overall financial statement presentation.

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 the company as at 31 December 2009,

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.

Deloitte & Touche

Per Brendan Africa

Partner

29 March 2010

INDEPENDENT AUDITOR’S
REPORT

To the members of Foord Compass Limited



DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2009

The directors have pleasure in presenting their report for the year

ended 31 December 2009.

1.PRINCIPAL ACTIVITIES

Foord Compass Limited is an investment company which is

financed by both equity and debt.  Its investment objective is to

deliver a total return on its assets of 10% per annum above the

annual change in the South African Consumer Price Index over

rolling five year periods, thereby providing sustainable real returns

to the providers of capital.

The assets of the company comprise a portfolio of listed and unlisted

investments.  The board has appointed Foord Asset Management

(Pty) Ltd to manage the listed investment portfolio. The company’s

principal finance is provided by holders of unsecured variable

interest rate debentures, which are listed on the main board of the

JSE Limited. The ordinary shares of the company are privately held.

2.DISTRIBUTION TO DEBENTURE HOLDERS

Distributions to debenture holders are governed by the Debenture

Trust Deed.  The net investment income of the company, consisting

of interest and dividends accrued from the investment portfolio, net

of operating expenses, plus any net realised trading profits comprise

the basis for the interest payable on the unsecured debentures.

In terms of the debenture trust deed, debenture holders are

entitled annually to ninety percent of the net distributable income

of the company.  Interest is distributable annually, although in

practice an interim distribution is often made.

Income that is not distributed comprises net unrealised profits

and realised capital profits and is adjusted for any proportionate

share of the taxation charge for the year.  Ninety percent of the

income that is not distributed is credited to the carrying value of

the debentures or debited in the case of a net loss.

3.FINANCIAL RESULTS, INTEREST AND

DIVIDENDS

The financial results of the company are set out in the attached

financial statements. The company earned net portfolio income

before debenture interest of R183.9 million for the year (2008:

R58.4 million). In aggregate, interest of R119.3 million accrued

to debenture holders during the year (2008: R129.8 million). This

amounted to 83.6 cents per debenture (2008:  93.8 cents) based

on the weighted average number of debentures in issue for the

year. No dividends were declared during the year (2008: nil).

4.UNSECURED DEBENTURES

Based on the elections of debenture holders, the company in

February and August issued and allotted 6 773 419 debentures

in lieu of a cash interest payment.  The total number of debentures

in issue at the year-end was 145 504 265 (2008: 138 730 846).

In terms of the company’s accounting policy, debentures are reflected

in the financial statements at their net attributable asset value,

amounting in aggregate to R1 037.5 million (2008: R950.7 million),

or 713.0 cents per debenture (2008: 685.3 cents per debenture). 

5. DIRECTORS AND SECRETARY

The directors during the year were:

MO Hodges (Chairman) * - Non-executive

D Foord * - Non-executive

JC Greyling - Non-executive, independent

DA Moir ++ - Non-executive, independent

JC van Niekerk + - Non-executive, independent

* British 
+ Audit Committee
++ Chairman Audit Committee

The secretary of the company is Mr PE Cluer whose business and

postal addresses are:

Business: Postal:

7 Forest Mews PO Box 135

Forest Drive Howard Place

Pinelands 7450

7405

6. HOLDING COMPANY

The company’s ultimate holding company is Foord Asset

Management (Guernsey) Limited, a company incorporated in

Guernsey.

7. AUDITORS

Deloitte & Touche were reappointed as auditors during the year

and will continue in office in accordance with section 270(2) of

the Companies Act of South Africa.

8. EVENTS SUBSEQUENT TO THE BALANCE

SHEET DATE

On 19 January 2010 a dividend of R1 per ordinary share was

declared, payable on 15 February 2010.

Based on the elections of debenture holders, on 15 February

2010 the company issued and allotted 95 271 debentures at

713 cents per debenture to settle part of the interest liability at

31 December 2009.  The total number of debentures in issue at

the date of this report is 145 599 536.
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10. DIRECTORS' REMUNERATION

2009 2008

R R

  MO Hodges 50 000 15 000

  JC Greyling 60 000 20 000

  CLR Hirschsohn - 10 000

  DA Moir 75 000 20 000

  JC van Niekerk * 70 000 15 000

  D Foord 30 000 20 000

 * Ceded to the Stella Trust V

DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

9. DIRECTORS' INTEREST IN SHARE CAPITAL AND DEBENTURES OF THE COMPANY

At 31 December 2009, the directors of the company were directly and indirectly interested in the issued share capital and debentures

of the company as follows:

2009 2008

Number % Number %

  ORDINARY SHARES

  Beneficial interest

  Directly

  MO Hodges 10 000 0.1% 10 000 0.1%

  DA Moir 10 000 0.1% 10 000 0.1%

20 000 0.2% 20 000 0.2%

  Indirectly

  D Foord 845 474 9.6% 845 474 9.6%

  MO Hodges 63 001 0.7% 63 001 0.7%

908 475 10.3% 908 475 10.3%

928 475 10.5% 928 475 10.5%

  DEBENTURES

  Beneficial interest

  Directly

  JC Greyling 300 000 0.2% 300 000 0.2%

  DA Moir 20 000 0.0% 20 000 0.0%

  JC van Niekerk 35 000 0.0% - 0.0%

355 000 0.2% 320 000 0.2%

  Indirectly

  D Foord 4 500 000 3.1% 4 566 235 3.3%

  JC van Niekerk 77 635 0.1% 29 485 0.0%

4 577 635 3.2% 4 595 720 3.3%

4 932 635 3.4% 4 915 720 3.5%

As disclosed in the 2008 Annual Report, the board resolved to change the remuneration structure for directors from a per-meeting

basis to an annual fee to better align remuneration with the level of responsibility assumed, especially for independent directors.

Previously, directors were remunerated on a per-meeting basis, at a rate which had remained constant since 2001.
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DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

11. LISTED DEBENTURE INFORMATION

Listed below is an analysis of holdings extracted from the register of debenture holdings at 31 December 2009.

Number Percentage of issued debentures

  Public debenture holders 867 81.5%

  Non-public debenture holders, being directly or indirectly held by: 6 18.5%

  - directors of the issuer 5 3.4%

  - persons interested in 10% or more of the issued securities 1 15.1%

The following debenture holders beneficially hold, directly or indirectly, at 31 December 2009, in excess of 5% of the issued debentures

of the company:

Percentage

  Investment Solutions Limited 15.1%

  Stella Trust V 8.9%

  Foord Balanced Fund 6.2%

  Motorite Insurance Administrators (Pty) Ltd 5.4%

Institutional investors in the form of retirement funds, collective investment schemes, short- and long-term insurers and other pooled

investors account for 73% of the debentures in issue (2008: 71%).

Short-term
insurance:

3%

Retirement
Funds:

19%

Pooled: 29%

Other:
8%

Individuals:
21%

Collective
Investment
Schemes:

20%

2008

Short-term
insurance:

2%
Retirement

Funds:
13%

Pooled: 27%
Other:

8%

Individuals:
19%

Collective
Investment
Schemes:

31%

2009

A wise man will make more opportunities than he finds.

Francis Bacon



STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2009

Notes 2009 2008

Rm Rm

  ASSETS

  Current assets 1 800.9 1 639.7

  Investments 3 1 200.9 1 224.8

  Income receivables and unsettled sales 4 35.3 26.3

  Cash and deposits 564.7 388.6

  Total assets 1 800.9 1 639.7

  EQUITY AND LIABILITIES

  Capital and reserves 31.5 17.6

  Ordinary share capital 5 0.1 0.1

  Accumulated profits 31.4 17.5

  Non-current liabilities 1 044.7 952.8

  Unsecured debentures 6 1 037.5 950.7

  Deferred taxation 7 7.2 2.1

  Current liabilities 724.7 669.3

  Accounts payable 2.3 2.1

  Taxation   1.3 3.5

  Short investment positions 3 647.8 579.0

  Unsettled purchases 9.2 4.8

  Debenture interest payable 8 64.1 79.9

  Total liabilities 1 769.4 1 622.1

  Total equity and liabilities 1 800.9 1 639.7

Cents Cents

  Net attributable asset value per debenture (cum interest) 757.1 742.9

  Net attributable asset value per debenture (ex interest) 713.0 685.3

  Net attributable asset value per ordinary share 358.0 200.0

Ordinary Accumulated

share capital profits Total

 Rm Rm Rm

  Balance at 31 December 2007 0.1 13.5 13.6

  Profit for the year - 4.0 4.0

  Balance at 31 December 2008 0.1 17.5 17.6

  Profit for the year - 13.9 13.9

  Balance at 31 December 2009 0.1 31.4 31.5

STATEMENT OF CHANGES IN
SHAREHOLDERS' EQUITY
for the year ended 31 December 2009
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Notes 2009 2008

Rm Rm

  Investment income 9 122.8 129.4

  Realised trading profits  23.2 26.6

  Operating expenditure (13.5) (11.9)

  Net distributable profit  10 132.5 144.1

  Capital profits on sale of investments  8.3 13.1

  Revaluation of investments  43.1 (98.8)

  Net portfolio income before debenture interest  183.9 58.4

  Debenture interest 8 (119.3) (129.8)

  (Increase) decrease in carrying value of debentures 6 (40.8) 66.5

  Profit (loss) before taxation  23.8 (4.9)

  Taxation (expense) credit 11 (9.9) 8.9

  Profit attributable to ordinary shareholders  13.9 4.0

Cents Cents

  Interest per debenture (weighted) 83.6 93.8

  Earnings per debenture (weighted) 12 112.2 45.7

  Earnings per ordinary share 12 158.0 45.5

Notes 2009 2008

Rm Rm

 Cash flows from operating activities

  Net cash inflow from trading activities 13 272.2 278.1

  Interest paid (135.1) (109.2)

  Taxation paid  (7.0) (2.6)

  Net cash inflow from operating activities 130.1 166.3

  Cash flows from financing activities

  Net cash received from issue of debentures 46.0 18.5

  Net change in cash and deposits 176.1 184.8

  Cash and deposits at beginning of year 388.6 203.8

  Cash and deposits at end of year 564.7 388.6

STATEMENT OF CASH FLOWS
for the year ended 31 december 2009
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INCOME
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NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

1. ADOPTION OF NEW AND REVISED

STANDARDS

The company adopts all of the new and revised Standards and

Interpretations issued by the International Accounting Standards

Board (the IASB) and the International Financial Reporting

Interpretations Committee (IFRIC) of the IASB that are relevant

to its operations and effective for accounting periods beginning

1 January 2009.

The following revised Standards have been adopted in the

current period:

Standard Annual period beginning on or after:

IAS 1 Presentation of Financial Statements 1 January 2009

IAS 32 Financial Instruments: Presentation 1 January 2009

IAS 36 Impairment of Assets 1 January 2009

IAS 39 Financial Instruments:

  Recognition and Measurement 1 January 2009

IFRS 7 Financial Instruments: Disclosures 1 January 2009

Their adoption has not had any significant impact on the amounts

reported in these financial statements but may affect the accounting

for future transactions or arrangements.

IAS 1 has introduced terminology changes including revised titles

for the financial statements and changes in the format and content

of the financial statements. The revisions to IAS 32 amend the

criteria for debt / equity classification by permitting certain puttable

financial instruments that impose on an entity an obligation to

deliver to another party a pro rata share of the net assets of the

entity only on liquidation, to be classified as equity subject to

specified criteria being met. IAS 36 includes further amendments

on impairments of assets.  IAS 39 amendments provide clarity

on two aspects of hedge accounting: identifying inflation as a

hedged risk or portion and hedging with options.

IFRS 7 amendments improve the disclosure requirements about

fair value measurements and reinforce existing principles for

disclosures about the liquidity risk associated with financial

instruments.

At the date of authorisation of these financial statements, the

following new or revised Standards applicable to the company

were in issue, but not yet effective:

Standard Annual period beginning on or after:

IAS 39 Financial Instruments: 

Recognition and Measurement 1 July 2009

IFRS 9 Financial Instruments 1 January 2013

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The annual financial statements are prepared in accordance with

International Financial Reporting Standards (IFRS). The

preparation of the annual financial statements in conformity with

assumptions that affect the application of policies and the reported

amounts of assets and liabilities, income and expenses. The

estimates and associate assumptions are based on historical

experience and various other factors that are believed to be

reasonable under the circumstances, the results of which form

the basis of making judgements about carrying values of assets

and liabilities, that are not readily apparent from other sources.

Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on

an ongoing basis by the directors. Revisions to accounting

estimates are recognised in the period in which the estimate is

revised if the revision affects only that period or in the period of

the revision and future periods if the revision affects both current

and future periods.

a) Financial assets

Investments are recognised and derecognised on trade date where

the purchase or sale of an investment is under a contract whose

terms require delivery of the investment within the timeframe

established by the market concerned, and are initially measured at

fair value, plus transaction costs, except for those financial assets

classified as at fair value through profit or loss, which are initially

measured at fair value.

Financial assets are classified into the following specified categories:

financial assets ‘at fair value through profit or loss’ (“FVTPL”), ‘held-

to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets

and ‘loans and receivables’. The classification depends on the nature

and purpose of the financial assets and is determined at the time

of initial recognition.

Financial assets are derecognised when:

• The contractual rights to the cash flows arising from the financial

assets have expired or been forfeited; or

• It transfers the financial asset, including substantially all the risks

and rewards of ownership of the asset; or

• It transfers the financial asset, neither retaining nor transferring

substantially all the risks and rewards of ownership of the asset,

but no longer retains control of the asset.

Financial assets at FVTPL

Financial assets are classified as at FVTPL where the financial asset

is either held for trading or it is designated as at FVTPL. All

investments are classified as financial assets at FVTPL.

Financial assets at FVTPL are stated at fair value, with any resultant

gain or loss recognised in profit or loss. Fair values of financial

instruments are determined as set out in note 14.

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or

determinable payments that are not quoted in an active market are

classified as loans and receivables. Loans and receivables are

measured at amortised cost using the effective interest method,

less any impairment. Interest income is recognised by applying the
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effective interest rate, except for short-term receivables when the

recognition of interest would be immaterial. Cash and cash equivalents

and trade receivables are carried at their nominal values, which

approximate fair value.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for

indicators of impairment at each balance sheet date. Financial assets

are impaired if there is objective evidence that, as a result of one

or more events that occurred after initial recognition, the estimated

future cash flows of the investment have been impacted.

b) Financial liabilities and equity instruments issued by the

company

Financial liabilities and equity instruments are classified according

to the substance of the contractual arrangements entered into and

the definitions of a financial liability and an equity instrument. A

financial liability is derecognised when the liability is extinguished,

that is, when the obligation specified in the contract is discharged,

cancelled or expired.

Equity instruments

An equity instrument is any contract that evidences a residual interest

in the assets of an entity after deducting all of its liabilities. Equity

instruments issued by the company are recorded at the proceeds

received, net of direct issue costs.

Financial liabilities

Financial liabilities are classified as either financial liabilities ‘at

FVTPL’ or ‘other financial liabilities’. Financial liabilities are classified

as at FVTPL where the financial liability is either held for trading or

it is designated as at FVTPL.

The listed, unsecured debentures, which are repayable on dissolution

of the company and earn interest at rates linked to the company’s

profitability, are designated as at FVTPL. Fair value is determined

in accordance with the provisions of the Debenture Trust Deed. The

fair value is calculated as the net attributable asset value of the

debentures. Gains and losses from changes in fair value are included

in profit or loss for the period. Short investment positions are

designated as at FVTPL.

Trade payables are initially measured at fair value, and are

subsequently measured at amortised cost, using the effective interest

rate method.

c) Derivative financial instruments

Derivative financial instruments are initially measured at fair value

on the contract date, and are remeasured to fair value at subsequent

reporting dates.  Derivative contracts are disclosed as assets when

amounts are receivable and as liabilities when amounts are payable.

Listed derivative instruments are marked-to-market daily.

d) Revenue recognition

Dividend revenue from investments is recognised when the company’s

right to receive payment has been established. Interest revenue is

NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

accrued on a time basis, by reference to the principal outstanding

and at the effective interest rate applicable, which is the rate that

exactly discounts estimated future cash receipts through the expected

life of the financial asset to that asset’s net carrying amount.

e) Borrowing costs

Interest paid is recognised on a time proportion basis taking account

of the principal outstanding and the effective interest rate applicable.

Minimum debenture interest determined in accordance with the

Debenture Trust Deed is charged to the income statement in the

period to which it relates.

f) Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash

equivalents comprise cash on hand and deposits held on call with

banks, net of bank overdrafts.

g) Segments

The company has one principal operating segment and accordingly

additional segmental disclosures have not been made.

h) Taxation

Income tax expense represents the sum of the tax currently payable

and deferred tax.

Current tax payable is based on taxable profit for the year. Taxable

profit differs from profit as reported in the income statement because

it excludes items of income or expense that are taxable or deductible

in other years and it further excludes items that are not taxable or

deductible. The company’s liability for current tax is calculated using

tax rates that have been enacted or substantively enacted by the

balance sheet date.

Deferred taxation is recognised on differences between the carrying

amounts of assets and liabilities in the financial statements and the

corresponding tax bases used in the computation of taxable profit,

and is accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all temporary

differences and deferred tax assets are recognised to the extent that

it is probable that taxable profits will be available against which

deductible temporary differences can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that

are expected to apply in the period in which the liability is settled or

the asset realised, based on tax rates (and tax laws) that have been

enacted or substantively enacted by the balance sheet date. The

measurement of deferred tax liabilities and assets reflects the tax

consequences that would follow from the manner in which the

company expects, at the reporting date, to recover or settle the

carrying amount of its assets and liabilities.

The company is not registered for value-added-taxation (VAT) and

therefore expenses recorded in the income statement are inclusive

of VAT, where applicable.
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NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

3. INVESTMENTS AND SHORT INVESTMENT POSITIONS

Investments and short investment positions include the following significant exposures:

 2009 2008 2009 2008

 Number Number Rm Rm

  JSE listed securities - at fair value

  Redefine Income Fund (2008: ApexHi ‘A’ units)

   (on 25/8/2009 2.02 Redefine units received for every ApexHi unit held) 9 685 880 4 937 990 69.3 67.9

  Foschini 800 000 1 000 000 48.4 48.0

  RMB Holdings 1 491 000 1 491 000  44.1 38.3

  Woolworths 2 339 189 1 500 000 41.8 19.1

  British American Tobacco 160 000 152 383 38.7 37.4

  Astral Foods 367 500 - 37.5 -

  Lereko Mobility Redeemable Debentures 896 155 1 041 710 36.7 34.4

  PPC 1 000 000 - 34.7 -

  Bidvest 220 000 415 244 28.4 43.6

  Listed on foreign exchanges - at fair value

  Edcon senior secured floating notes 15.06.2014 10 000 000 6 500 000 68.0 36.8

  Edcon senior floating notes 15.06.2015 10 000 000 - 54.7 -

  Nestle 100 000 - 35.8 -

  Collective investment schemes - at fair value

  Foord International Trust 1 566 034 1 566 966 292.1 313.6

  BESA listed securities - at fair value

  RSA 8.75% 21.12.2014 (R201) (180 000 000) (200 000 000) (182.8) (215.0)

  RSA 7.50% 15.01.2014 (R206) (200 000 000) (200 000 000) (192.9) (201.5)

  RSA 8.00% 21.12.2018 (R204) (100 000 000) (100 000 000) (94.1) (105.2)

  RSA 10.5% 21.12.2026 (R186) (50 000 000) - (56.6) -

  BEER01 9.935% 19.07.2012 50 000 000 - 52.5 -

  Unlisted securities

  Infiniti Holdings (Pty) Ltd - at fair value 69 69 12.5 12.5

  Loans and receivables - at amortised cost   21.4 19.1

  At year-end the company had the following open derivative exposures:

  Listed

  Equity options   276.8 31.7

  Property options   3.9 -

280.7 31.7

The positions disclosed above individually exceed 5% of the non-cash investment portfolio. A register of all investments is available

for inspection at the registered office of the company at the prescribed fee.

4. INCOME RECEIVABLES AND UNSETTLED SALES

  Accrued income 1.1 21.3

  Unsettled security sales 34.2 4.9

  Other receivables - 0.1

35.3 26.3
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5. ORDINARY SHARE CAPITAL

NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

6. UNSECURED DEBENTURES

The terms and conditions of the unsecured debentures are set

out in the Debenture Trust Deed. The principal terms and conditions

are as follows:

a) Debenture interest amounts to at least ninety percent of the net

income before taxation, excluding all capital profits and unrealised

trading profits (described as “net distributable profit” in the income

statement).

b) Any surplus (deficit) remaining after deducting the amount of

interest distributed for the year from total income available for

debenture holders is credited (debited) to the carrying value

of the debentures in order to determine their net attributable asset

value and carrying value (refer accounting policy note 2(b) on

page 17 of these annual financial statements). The net attributable

asset value of the debentures is also adjusted by the proportionate

share of the taxation charge relating to the debentures. 

c) The debentures are unsecured and are repayable on dissolution

of the company or by special resolution of debenture holders. On

repayment, the debenture holders are entitled to receive the

audited net attributable asset value per debenture as at the date

of liquidation or deregistration or such special resolution. 

d) The Debenture Trust Deed is available for inspection by debenture

holders at the registered office of the company.

2009 2008

Number Number

  Number of issued debentures

  Number of debentures at beginning of year 138 730 846 136 245 025

  Issued on part settlement of debenture interest liability 6 773 419 2 485 821

  Number of debentures at end of year 145 504 265 138 730 846

Rm Rm

  Unsecured debentures comprise

  Debenture capital at issue price 986.6 940.6

  Cumulative revaluation of debentures 50.9 10.1

  Fair value of debentures 1 037.5 950.7

  Reconciliation of balance

  Balance at beginning of year 950.7 998.7

  Net proceeds on issue of debentures 46.0 18.5

  Revaluation - current year 40.8 (66.5)

  Balance at end of year 1 037.5 950.7

  Revaluation of debentures

  Net portfolio income before debenture interest 183.9 58.4

  90% allocation to debenture holders 165.5 52.6

  Less: proportionate share of normal taxation (charge) credit (5.4) 10.7

  Less: interest distribution for year (119.3) (129.8)

  Revaluation - current year 40.8 (66.5)

2009 2008

Rm Rm

  Authorised

  15 000 000 ordinary shares of 1 cent each 0.2 0.2

  500 000 000 participating preference shares of 1 cent each 5.0 5.0

  50 000 000 convertible deferred preference shares of 1 cent each 0.5 0.5

5.7 5.7

  Issued

  8 800 070 ordinary shares of 1 cent each 0.1 0.1



NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

7. DEFERRED TAXATION

The following are the major deferred tax liabilities recognised by the company, and the movements thereon, during the current and

previous reporting periods.

2009 2008

Rm Rm

  Interim payment: 39.0 cents (2008: 36.0 cents) per debenture 55.2 49.9

  Final payment: 44.0 cents (2008: 57.6 cents) per debenture 64.1 79.9

119.3 129.8

  Debenture interest determined in accordance with the Debenture Trust Deed is calculated as follows:

  Net distributable profit per income statement 132.5 144.1

  90% distribution to debenture holders 119.3 129.8

Charge

Balance at to profit Balance

beginning for the at end

 of year year of year

Rm Rm Rm

  Profits on option contracts 0.1 - 0.1

  Revaluation of investments 2.0 5.1 7.1

  Total liability 2.1 5.1 7.2

8.  DEBENTURE INTEREST

  Dividends 35.1 70.1

  Interest 87.7 59.3

122.8 129.4

9.  NET INVESTMENT INCOME

  Auditors' remuneration - current year 0.2 0.2

  Administration fees (refer note 17) 0.1 0.1

  Interest expense - 0.6

  Investment management fees (refer note 17) 8.4 7.5

  Scrip borrowing fees 3.6 2.8

10.  NET DISTRIBUTABLE PROFIT

Net distributable profit is stated after charging:

Directors’ service contracts

There are no contracts with directors of the company with a notice period greater than one year, nor compensation on termination

greater than one year’s emoluments.
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NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

11. TAXATION

  2009 2008

Rm Rm

  Taxation comprises:

  Current tax expense - current year 4.8 4.8

  Deferred taxation charge (credit) - current year 5.1 (13.7)

  Net charge (credit) to income statement 9.9 (8.9)

The total charge for the year is reconciled to the accounting profit as follows:

2009 2008

Rm % Rm %

  Profit (loss) before taxation 23.8 (4.9)

  Tax at the standard tax rate of 28%  6.7 28.0 (1.4) 28.0

  Adjusted for the tax effects of:

  - Income not subject to taxation (9.8) (41.2) (13.4) 274.9

  - Expenses that are not deductible in determining taxable profit 9.0 38.0 11.6 (237.1)

  - Difference in tax base and accounting book value 0.7 2.8 (1.2) 24.7

 -  Rate reduction from 29% to 28% - - (0.6) 11.2

  - Non-taxable portion of realised and unrealised net capital gains 3.3 14.0 (3.9) 80.4

  Tax expense and effective tax rate for the year  9.9 41.6 (8.9) 182.1

  2009 2008 

Rm Rm

  Tax on dividends credits

  Credits available to reduce future tax on dividends liability 132.7 97.6

12.  EARNINGS PER ORDINARY SHARE AND EARNINGS PER DEBENTURE

Earnings per ordinary share and debenture holders' earnings per debenture are calculated as follows:

  2009 2008 

Rm Rm

  Earnings per ordinary share

  Earnings (R'm) 13.9 4.0

  Weighted average number of shares 8 800 070 8 800 070

  Earnings per ordinary share (cents) 158.0 45.5

  Debenture holders' earnings per debenture

  Earnings attributable to debenture holders (R'm) 160.1 63.3

  Weighted average number of debentures 142 661 438 138 404 567

  Earnings per debenture (cents) 112.2 45.7
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13.  NET CASH INFLOW FROM TRADING ACTIVITIES

2009 2008

Rm Rm

  Profit (loss) before taxation 23.8 (4.9)
  Adjustment for:
   - debenture interest 119.3 129.8
   - revaluation of unsecured debentures 40.8 (66.5)

  Operating profit before working capital changes 183.9 58.4
  Working capital changes: 88.3 219.7

   - Net investments 92.7 (173.6)
   - Income receivables and unsettled sales (9.0) 388.5
   - Payables and unsettled purchases 4.6 4.8

  Net cash inflow from trading activities 272.2 278.1

14.  FINANCIAL INSTRUMENTS

  Categories of financial instruments

  Financial assets
  Fair value through profit or loss (FVTPL)
  • Held for trading 1 179.5 1 205.1
  Loans and receivables (including cash and cash equivalents) 621.4 434.0

  Financial liabilities

  Fair value through profit or loss (FVTPL)
  • Held for trading 647.8 579.0
  • Designated as at FVTPL : non-current  1 037.5 950.7 

current 64.1 79.9
  Amortised cost 11.5 6.9

At the reporting date there are no significant concentrations of credit risk for loans and receivables designated at FVTPL. The carrying

amount reflected above represents the company’s maximum exposure to credit risk for such loans and receivables.

Financial risk management objectives

The principal management of the financial risks relating to the operations of the company is handled by Foord Asset Management (Pty) Ltd,

to whom the management of the listed portfolio has been outsourced. These risks include market risk (including currency risk, interest

rate risk and price risk), credit risk and liquidity risk.  Foord Asset Management (Pty) Ltd reports formally to the board on its strategy

and the portfolio’s sensitivities on a quarterly basis.

Market risk

The company is subject to the risk of adverse movements in the market price of listed securities to which it has either long

or short exposures. This market risk is managed by active asset allocation strategies, appropriate diversification of risk,

maintaining both long and short exposures and through portfolio hedging techniques.  Exposure reports are monitored on a

daily basis by the portfolio manager and on a periodic basis by the board of directors.  Significant changes in asset allocations

are approved in advance by the board.

The portfolio’s sensitivity to movements in the South African equity, property and bond markets as well as foreign equity

markets as at 31 December 2009 is set out over the page.
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  WORLDWIDE EQUITIES

  Change in portfolio equities -20.0% -10.0% -5.0% 0.0% 5.0% 10.0% 20.0%

  Resultant SA equity change* -90 055 -51 143 -27 646 - 31 885 67 287 144 478

  Resultant foreign equity change* -48 635 -24 318 -12 159 - 12 159 24 318 48 635

  Resultant worldwide equity change* -138 690 -75 461 -39 805 - 44 044 91 605 193 113

  Resultant portfolio value* 971 386 1 034 616 1 070 272 1 110 077 1 154 120 1 201 681 1 303 190

  Resultant portfolio change (%) -12.5% -6.8% -3.6% 0.0% 4.0% 8.3% 17.4%

  FOREIGN ASSETS

  Change in R/$ exchange rate -20.0% -10.0% -5.0% 0.0% 5.0% 10.0% 20.0%

  R/$ exchange rate 8.8795 8.1396 7.7696 7.3996 7.0296 6.6596 5.9197

  Resultant for. assets change* 105 439 52 719 26 360 - -26 360 -52 719 -105 439

  Resultant portfolio value* 1 215 516 1 162 796 1 136 437 1 110 077 1 083 717 1 057 358 1 004 638

  Resultant portfolio change (%) 9.5% 4.7% 2.4% 0.0% -2.4% -4.7% -9.5%

  JSE PROPERTY

  Change in portfolio property -20.0% -10.0% -5.0% 0.0% 5.0% 10.0% 20.0%

  Resultant property change* -22 017 -10 859 -5 390 - 5 320 10 584 21 005

  Resultant portfolio value* 1 088 060 1 099 218 1 104 687 1 110 077 1 115 397 1 120 661 1 131 082

  Resultant portfolio change (%) -2.0% -1.0% -0.5% 0.0% 0.5% 1.0% 2.0%

  SA BONDS

  Change in yields -3.0% -2.0% -1.0% 0.0% 1.0% 2.0% 3.0%

  Resultant fixed income change* -74 828 -47 967 -23 089 - 21 469 41 468 60 130

  Resultant portfolio value* 1 035 249 1 062 110 1 086 988 1 110 077 1 131 546 1 151 545 1 170 207

  Resultant portfolio change (%) -6.7% -4.3% -2.1% 0.0% 1.9% 3.7% 5.4%

* in R’000.  Indication only

Liquidity risk

The company manages liquidity risk within the investment portfolio by monitoring forecast cash flows and through active cash

management. The company’s unsecured debentures are redeemable on dissolution of the company or by special resolution

of debenture holders and are linked to the value of the investment portfolio. Accordingly the company faces no liquidity risk

relating to the early redemption of the debentures. Short investment positions disclosed as current liabilities may be recalled

by the lenders on demand. The remaining liabilities will be settled within the next twelve months at the carrying value disclosed

in the statement of financial position.

Credit risk

Credit risk represents the financial risk to the company as a result of default by the counterparty, which is the failure of the

counterparty to comply with its obligation to service outstanding debt.  Potential concentrations of credit risk are in respect

of the unlisted loan receivable included in the investments, trade receivables, short-term deposits and cash.  At the end of

the reporting period, the directors did not consider there to be any concentration of credit risk that had not been adequately

provided for. The company’s cash equivalents and short-term deposits are placed with reputable financial institutions.

The sensitivity table presented assumes immediate changes in the variables presented using information as at 31 December 2009.

It incorporates the full effective exposures to the respective asset classes including the effects of option contract exposures calculated

using delta’s applicable at year-end.



The company’s exposure to credit risk at the reporting date is as follows:

2009 2008

Rm Rm

  Loans and receivables 21.4 19.1

  Trade receivables and unsettled sales 35.3 26.3

  Cash on weekly fixed deposit 55.0 161.0

  Cash collateral 235.9 97.1

  Negotiable certificates of deposit 52.2 250.1

  Margin deposit 19.0 11.8

  Bank deposits 202.6 90.6

NOTES TO THE FINANCIAL STATEMENTS
 for the year ended 31 December 2009

Fair value measurements recognised in the statement of financial position

The following table provides an analysis of financial instruments as at 31 December 2009 that are measured subsequent to initial

recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable.

- Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are observable

for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);

- Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are

not based on observable market data (unobservable inputs).

Level 1 Level 2 Level 3 Total

Rm Rm Rm Rm

  Financial assets at FVTPL

  Held for trading 1 167.0 - 12.5 1 179.5

  Financial liabilities at FVTPL

  Held for trading 647.8 - - 647.8

  Designated as at FVTPL: non-current - 1 037.5 - 1 037.5

current - 64.1 - 64.1

  Total 647.8 1 101.6 - 1 749.4

There were no transfers between levels during the current period.

Fair value of financial instruments

The fair values of financial assets and financial liabilities are determined as follows:

- the fair value of financial assets and financial liabilities with standard terms and conditions and traded on active liquid markets is

determined with reference to quoted market prices;

- the fair value of other financial assets and financial liabilities (excluding derivative instruments) is determined in accordance with

generally accepted pricing models based on discounted cash flow analysis using prices from observable current market transactions

and dealer quotes for similar instruments;

- the fair value of derivative instruments is calculated using quoted prices. Where such prices are not available, use is made of option

pricing models for option derivatives;

- the fair value of the unsecured debentures is calculated in accordance with accounting policy note 2(b) and as set out in note 6 on

page 19.
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15.  BORROWING POWERS

In terms of the Articles of Association, the aggregate borrowings of the company and its subsidiaries are not to exceed 80% of the

directors’ valuation of the consolidated investment portfolio. Borrowings for this purpose exclude the unsecured debentures. The

total borrowing capacity of the company at year end is R915.2 million (2008: R774.6 million) of which approximately R267.4 million

(2008: R265.5 million) is unutilised.

16.  ASSETS PLEDGED AS SECURITY

The company maintains a prime brokerage arrangement with Deutsche Bank Limited.  The assets of the trading portfolio are pledged

as security against any loans of cash or securities to the company by Deutsche Bank Limited.  At year-end, assets of R619.0 million

were pledged as security against borrowings of R363.5 million (2008: assets pledged of R438.2 million and borrowings of

R275.0 million).

The company had also borrowed securities valued at R284.3 million and pledged shares and cash to the value of R311.3 million at

year end with independent counterparties.

17.  RELATED PARTY TRANSACTIONS

The company’s ultimate holding company is Foord Asset Management (Guernsey) Limited.  Foord Asset Management (Pty) Ltd,

which manages the investments of Foord Compass Limited in terms of an arms length portfolio management agreement, is associated

with Foord Asset Management (Guernsey) Limited.

The investment management fee paid by Foord Compass Limited to Foord Asset Management (Pty) Ltd for these services is 1%

plus VAT per annum on the fair value of the portfolio.  The fee is calculated and paid quarterly.  It is not charged on any portion of

the portfolio which is invested in the Foord International Trust.  The investment management fee for 2009 amounts to R8.4 million

(2008:  R7.5 million).  No performance fee accrued for the financial year (2008: nil).  Foord Asset Management (Pty) Ltd also receives

a monthly accounting and secretarial administration fee of R7 500 before VAT. The amount owing by the company to Foord Asset

Management (Pty) Ltd at 31 December 2009 was R2.3 million (2008:  R2.1 million).

Assets invested in the Foord International Trust attract a 1.35% basic fee which is levied and accrued within the Foord International

Trust portfolio and paid over to Foord Asset Management (Guernsey) Limited.

Foord Compass Limited is related to Infiniti Holdings (Pty) Ltd through the directorship of D Foord.  With the exception of interest

earned over the year on the intercompany loan, there were no transactions with Infiniti Holdings during the year.

Details of directors’ remuneration are set out in the directors’ report.
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There are no new eras - excesses are never permanent.  As the fever builds, a chorus of "this
time it’s different" will be heard ... And of course, it - Human Nature - never is different.

Bob Farrell



It is a mistake to think one limits one,s risks by spreading too much between
enterprises about which one knows little and has no reason for special
confidence. One,s knowledge and experience are definitely limited.

John Maynard Keynes
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